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Advisory Notes 3, 5, 7. and 8 under this entry
regardless of end-use, ‘subject to the -

. prohibitions contained in § 371.2{c). With
regard to Advisory Note 9, the limitations
imposed by paragraphs (b)(5)(i), (iif} and (iv},
(b](s)[in), {b)(7)iv), (v}, and (vi), (b)(B)(i).
(b)(®)(iii), and {c) are waived. However,
Winchester disk drives exceeding e capacity
of 100 Mbytes are EXCLUDED from GFW
eligibility. -

10. In Supplement No.-1 to § 399.1 (the
Commodity Control List), Commodity
Group 5 {(Electronics and Precision
Instruments), ECCN 1567A is amended
by revising the Note in Advisory Notes 8
and 7 to read:

This Advisory Note will enter into force on

15 September 1888, but may be used for
General License G-COM prior to that date.

20. In Supplement No. 1 to § 399.1 (the
Commuodity Control List), Commodity
Group 5 (Electronics and Precision
Instruments), ECCN 1595A is amended
by inserting the phrase *{NOT ELIGIBLE
FOR GENERAL LICENSE G-COM)” .

' immediately before the phrase “Licenses
are likely to be approved” in the
Advisory Note.

Dated: March 12, 1687,

Vincent F. DeCain,

Deputy Assistant Secretary farl-.‘xport
Adminjstration.

[FR Doc. 87-5712 Filed 3—1s-s7 ,8:45 am]
BILLING CODE 3510-DT-M

’

SECURITIES AND EXCHANGE
COMMISSION

17 CFR Paits 230, 239,270 and 274
{Release No. 33-6893; IC-15612; S7-9-87]

Form N-7 for Registration of Unit
Investment Trusts Under the
Securities Act of 1933 and the
investment company Act of 1840

AGENCY: Securities and Exchange
Commission,

ACTION; Proposed form, gmdelines. rules,
and rule amendments.

‘8UMMARY: The Commission is
reproposing for comment Form N-7, a
new form for the registration of unit
investment trusts and their securities .
under the Investment Company Act .of
1840 and the Securities Act of 1833, and.
certain related rules and rule
amendments, and is.publishing staff .
guidelines for the preparation of Form* -
N-7. If adopted, Form N-7 would (i) -
integrate the reporting and disclosure
requirements of the Securities Act of.
1933 and the Investment Company Act
of 1840 for unit investment trusts in one
document; (ii) codify in the form, and
collect in the guidelines, the disclosure

standards that have been developed for
unit investment trusts; and (iii) shorten
and simplify the prospéctus used in the
initial offering of units and for the resale
by sponsors of units in the secondary.
market, The format of the reproposed
form, which differs significantly from the
format originally proposed, would
reduce compliance costs to trust
sponsors while providing investors with
more congise and understandable
disclosure about unit trusts. The
Commission also seeks comment on

whether the Commission should develop

a continuous or delayed offering rule for
unit investment trusts similar to that .
which exists for certain other issuers or
whether it should amend current

rules for unit investment trusts to reduce
filing burdens.

DATVE: Comments on the proposed form,
guidelines, rules, and rule amendments
should be received on or before May 15,
1987.

ADDRESSES: Three copies of all -
comments should bé submitted to
Jonathan G. Katz, Secretary, Securities
and Exchange Commission, 450 Fifth
Street NW.,-Washington, DC 20549, ‘
Comment letters should refer to File No.
$7-9-87. All comments received will be
available for public inspection and
copying in the Commission’s Public-
Reference Room, 450 Fifth Street, NW.,
Washington, DC 20549,

FOR FURTHER INFORMATION CONTACT:
Thomas S. Harman, Chief, or Jay Gould,
Attorney, (202) 272-2107, Office of
Disclosure and Investment Adviser
Regulation, or Lawrence A. Friend, Chief
Accountant (202} 272-2108, Division of
Investment Management, Securities and
Exchange Commission, 450 Fifth Street
NW., Washington, DC 20548, |
SUPPLEMENTARY INFORMATION: The
Commission today is publishing for
comment: . ’
(1) Proposed Form N-7, a registration

“form that would replace Form S-6 [17

CFR 239.167 under the Securities Act of
1933 [16 U.S.C. 77a et seq.} ("Securities
Act") and Form N-8B-2 [17 CFR 274.12]
under the Investment Company-Act of
1940 [15 U.S.C, B0a-1 et seq.) [*1840
Act”), for use by all unit investment
trusts which are registered or required

_ to be registered under the 1840 Act other

than separate accounts of insurance

‘companies. Form N-7 would consist of: -

(1) Part I, the simplified prospectus,
containing information which meets the
requirements of Section 10{a).of the -
Securities Act [15 U.8.C. 77j{a)]; and (ii)
Part II, containing other information . - -
required in the registration statement.
The text of Form N-7 as reproposed is .
published as Appendix A to this.release.

’

(2) Proposed amendments to Rule 487
[17 CFR 230.487) of Regulation C under :
the Securities Act to simplify the -
registration statement of a UIT series
which is not required to'be reviewed by
Commission staff so that it consist only
of (i) the facing sheet of the registration.
statement, (i) undertakings to
prospectively incorporate by reference -
the definitive prospectus and any -
portion of Part Il of the registration

- statement specific to the series being’

registered, (iii) portions of the
registration statement of any previous -
series that ig incorporated by reference,
and (iv) the required signatures. The
Commission also seeks comment on
whether a continuous or delayed
offering rule should be developed for '
unit investment trusts similar to that -
available to certain issuers under
Securities Act Rule 415 [17 CFR 230.415);
{3) Proposed amendments to Rules 495
and 466 [17 CFR 230.495, 498) of " .
Regulation C under.the Securities Act '
and Rules 8b-11 and 8b-12 [17 CFR - ~'
270.8b-11, 12] under the 1840 Act to
make those rules applicable to-Form N~
7, and proposed Rule 16A of Part 239 [17
CFR 239.18A] under the Securities Act *
and Rule 12A of Part 274 [CFR 274.12A]
under the 1840 Act prescribing Form N~7
under those acts. .
The Commission also is publishing
proposed staff guidelines for the

" preparation of Registration Form N-7

(Appendix B). Although notice and
comment on the guidelines is not
required by law, all comments and
suggestions received concerning the .
staff guidelines will be considered in
developing final guidelines.

1. Background and Purpese
A. Previous Proposal of Form N-7

On May 14, 1885, the Commission -
published for public comment Form N-
7.1 a simplified registration statement
for registering unit investment trusts
(“UTTs"") under the 1840 Act and their
securities under the Securities Act. The
nature and structure of unit investment
trusts are discussed in detail in Release

" $3-8580. A UIT issues redeemable

securitiea representing an undivided
interest in an essentially fixed portfolio
of securities. Created by a sponsor that -

- deposits a portfolio of securities witha"

trustee, a trust issues units of
participation in the portfolio which are ‘l
offered to the public. Trusts typically .
consist.of a number of consecutive

series with each series representing :
units in a specific, separate portfolio of

1 Rel. Nos. 33-8580; IC-14513 (May 14, 1685} (50 -
FR 21282 {May 29, 1685)) (horeafter, "Release 33~ -
6880"). .
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securities. Unlike mutual funds, UITs
have no corporate management
structure and their portfolios are not
managed. .

While units of a trust series are
redeemable, the sponsor typically
maintains a “secondary market” in units
of the series, rather than having the
series liguidate portfolio securities to - .
meet redemptions, because a large
number of redemptions could .
necessitate premature termination of the
serles. Thus a sponsor will buy back -
units from investors seeking to redeem
and sell those units to new investors.
Because the sponsor of a UIT is -
considered to be an'issuer of the units
under section 2(4) of the Securities Act
[16 U.S.C. 77b(4)}.2 resales of units by
the sponsor must be made pursuant to a
prospectus meeting the requirements of
section 10(a) of the Securities Act.
Because a trust typically offers units in
substantially similar series, it is possible
‘to develop generic prospectus disclosure
for similar series.

Form N-7 will serve as the’
registration gtatement for UITs under

both the 1840 Act and the Securities Act. -

The format of Form N-7 as originally
proposed was based on Forms N-1A, N-
3, and N-4 [17 CFR 274.11A, 11b, and
11c), forma recently adopted by the
Commission for mutual funds and
_certain separate accounts of insurance
companies, Proposed Form N-7, like
those other forms, had a simplified
prospectus, containing information
essential to a prospective investor,'a
Statement of Additional Information
("SAI") which would have expanded on
the information in the prospectus and .

contained the financial statements of the

particular series whoseé securities were -
being registered,® and a third part which
would have contained other information
required to be in the registration .
statement. The SAI would have been
available without charge to investors on
request. The prospectus and the SAI,

*Tfig sponsor Is an Issuer because it typically is
the depositor and, under section 2(4], the term -

“Issuer” is defined to include the depositor of a UIT. -

Although secondary merket sales of registered
securities are ugually not subject to the Securities -
Act once the offering has “‘come to rest,” the courte
and the Commission have consistently taken the - -
position that all securities offered or sold by an
issuer (/. the sponsdr), unless otherwise exempt,
are subject to the Securities Act notwithstendliing
the fact that the securitles may have been ’
previously sold pursuant to a registration statement.
First MultiFunds for Daily Income v. United States,
802 F.2d 332 (Ct. Cl. 1879); SEC v. Stanwood Oil Co.,
518 F. Supp. 1181 (1881}: Rel. No. 33-5817 (March 15,
1977) )[.propodng Investment Compeny Act Rule.
Ae-2]

®Betause Form N-7 as orlglnally propawd would
have permitted a sponsor to create a common SAI
for up to ten series of a trust, the SAI could have
mntalﬁn‘ed financial lutements of ntne other lsl‘iel
as wo .

taken together. resulted in a two-part
.disclosure document for investors. In
adopting the two-part disclosure '
document of Form N-1A, the -
Commission sought to streamline
prospectuses so that investors would:

" receive.a readable prospectus which - .
-concisely described the essential -
features of investment in a fund while
additional information not of routine
interest to most investors would be
availablé upon réquest. While following'

. the format: of the three-part régistration

statement with its two-part disclosure
document, proposed Form N-7 algso
would have permitted a UIT to divide
the prospectus into two parts. The first
part would have coritained information
regarding the securities of the specific
series being offered. The second part
would have contained generic
information about the trust, The
presentation of financial information in
Form N-7 as originally proposed would
" have departed from the N-1A format In
one respect. The portfolio schedule ofa
UIT series would have been required in
the prospectus rather than in the SAl
with the other audited financial

. statements.

B. Synopsis of Commenls and Rewslona
to Form N-7 -

In general, commenters endorsed the

- Commission’s initiative in proposing

Form N-7. They supported the .
Commission's effort at integrating the
disclosure requirements of the Securities
" Act and the 1940 Act, and they -

supported the Commission's codification

of the various UIT disclosure practices

that have evolved over. the years. Most

.commenters, however, argued that the -
'proposed format of Form N~7 would not

- significantly reduce or simplify current -

‘disclosure requirements. Among other
things, commenters criticized the -
alJocation of information between the
prospectus and the SAL They asserted
that the SAI would be radundant

. becduse of its repetition of material in

: the prospectus. Although the prospectus .

“would have required only a "“brief
explanation” of those items disclosed in

the SAI, commenters asserted that most .

‘of the relevant disclosure in the SAI .

" . would appear in the prospectus. At the

same time, several commenters
suggested that it might be preferable to
place the financial statements of a series
in the prospectus, with the portfolio
schedule, rather than in the SAlL

- In view of these commaents, the
Commission has modified the format of
Form N-7 to eliminate tbe SAIL For
mutual funds, the SAI provtdes. to those .
. investors who request it, detailed

. tnformation about fund management,

brokerage allocation, and other matters
not of routine interest to all investors, A
mutual fund SAI also coritains the - :

- financial statements of the fund. .
However, information on management
and brokerage Is riot material for
unmanaged inveéstmént companies with
fixed portfolios such as UITs. Moreover.
information contained in financial

‘statements, particularly the schedule of
portfolio securities, is important to the .
"average UIT investor. Unlike the '
portfolio schedule of a mutual fund |
which cari quickly become out of datq
the portfolio schedule of a UIT will
provide for an indefinite period of txme
an accurate description of the trust's :
portfolio of specified securities.
Accordingly, reproposed Form N-7
would eliminate the SAI for UITs and
place the most important portions of the
SAL such as'the financial statements, in’
the prospectus.

The Commisgion belleves the
reproposed form will'achieve
simplication in several respects.
Consistent with the original proposal,
the prospectus could be structured in
two parts to make its preparation easier,
Changes in the reproposed form should
make it easier for issuers to prepare the
prospectus in two parts, with one part

* containing information specific to the '
“securities of the séries being registered o

under the Securities Act ahd the other
part containing information about the
sponsor and the trnist which could be .
generic to other series of the trust.*

The repropased form also would
simplify UIT prospectuses by revising
the requirement fof financial statements
in prospectuges used for secondary
market sales of trust units by UIT
sponsors. On several occasions the
Cominission has been asked to re-
examine the requirement that a UIT
" whose shares are being offered in the

secondary market annually update, -
through a post-effective améndment to
its regiatration statement, it audited.
ﬁ_nanctal statements.' ‘Fhis request waa

. Becnm aurr sponsor typteally is an tuuer of

" trust units that it repurchases and reselli in the

- secoridary market, see note 2 supra, both parts of
the prospectus must be kept current to comply with
section 10{a)(3) of the Securities Act 13 U.S.C.,
77j(a}(3)). The benefits of preparing a prospectus,
bifurcated into generic and non-generic parts are
twofold, First, to the: extent the generic portionof .
the prospectus s truly ‘gerieric, that part of the

. prospectus could be used again for subsequent ,
series of the UIT. Second, as lorig as the genaric part

. of the prospectus reinains accurat, the sponsor.
need nof revise it for resales in the secondary -
. ‘market, PomNJhubeoaatmctundtothatboth .-

- . benefits may bae realized. :

¢ See note 2, supra,
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renewed after Form N-7 was proposed.
The Commission considered whether
different financial statement

requiremeénts may be appropriate for the-

initial sale of trust units and subsequent
sales of those units by UIT sponsors.
Because each serles of a UIT has an
essentially fixed portfolio of securities,
subsequent audited financial statements
of a series generally vary little from the
initial financial statements. Except
where securities are substituted or
added, the cost of audited financial
statements subsequent to the original
financial statements may outweigh the

" benefits. The Commission therefore
. proposes to permit UIT to include

unaudited financial statements in

prospectuses used for secondary market

sales under certain circumstances.®
While reproposed Form N-7 has been

- designed to streamline UIT disclosure

requirements, prospectus simplification
will be achieved only if registrants take
advantege of the changes. The
Commission encourages registrants to
write shorter, more readable
prospectuses and avoid technical or
complex language or excessive detail. -
Registrants also should try, where
possible, to present information that is
pertinent to only some series of a trust

in the specific part of the prospectus for

those series, rather than in the generic
portion that will be included in the
prospectus formore than one series of

: the trust.

The Commission.is also propoamg. in
a separate release, to streamline the
procedures by which UITs register and
pay registration fees for the securities
they offer. For a discussion of this
proposal, see Rel. No. IC-15611 (March
9, 1987). ’

The proposed form and guidelines are
self-explanatory. Discussed below are
certain aspects of the proposed form
and accompanying guidelines which
substantially differ from the original
proposal and are of particular
significance. This release does not
repeat discussions of those aspects of
the proposal that have not changed,
such as the discussion of securities
ratings, requirements for the number of

. copies filed, and sales literature. These

matters are discussed in Release 33—
6580.

‘Il Information Required in Form N-7

-Part 1-8 of the registration statement
sets forth seven items and Part I-g sets
forth five items of disclosutre required in
a UIT prospectus. The specific part of

. the prospectus (Part I8} would contain.

¢ Sae ltem 4 of the attached Form N-7 and the
glumnlon in this release, /nfra Peri 1, for mon
etail.

. in UTT units in addition to a UIT’s spons

a cover page, summary information, ﬂ'
portfolio schedule, financial statements,

- gpecific risk disclosure, tax disclosure,

and underwriter information. The
generic part of the prospectus (Part I-g)
would contain a table of contents,
general description of the trust, general
description of the trustee and sponsor,
information on how to purchase trust

units, and information on how to sell or -

redeem trust units. While the format is
designed to permit registrants to .
develop a generic portion of the
prospectus which could be used for
many or all geries of the trust, -
registrants do not have to prepare the
prospectus in two parts. Most of the
items of the form are self-explanatory

and only those items which significantly -

differ from Form N-7 as eriginally
proposed and are of particular interest

. are explained below. To meet the

prospectus delivery requirement of the
Securities Act,? both Part I-s and Part
I-g must be delivered. Information

contained in Part II, Other Information
and Exhibits, would be filed as part of
the registration statement with the

Commission but, with the exception of

certain-third party financial statements,
* would not have to be made-available to

investors by a registrant. As discussed
below, third party guarantor or insurer
financial statements and certain sponsor
financial statements, although not part
of the prospectus, would have to be filed

- as-part of the registration statement and

supplied to investors by the registrant,
upon request, at no charge.

A. Part I-s: Series Specific Information
Required in o Prospectus
Item 2: Summary Information

Item 2 requires a summary of essential
information regarding the trust and units

" of participation therein.® As reproposed,

7 Section 5§(b)(2) [15 U.8.C. 77¢{b)(2)]. To ensure
that investors received both parts of the prospectus,
the original proposal would have required-that the
two parts be affixed. Commenters objected to this
proposed requirement. In the reproposal, registrants
need not affix the two parts if each part of the
prospectus clearly states, by caption, thet it is not
the enitire prospectus. Fajlure to.deliver both parts’
of the prospectus would violate section 10 of the

. Securities Act. and thus section 5 of that Act, and

create a right of rescission for any purchaser undar

. section 12 of the Securities Act {15 U.8.C. 771}. The

prospectus delivery requirement applies to dealers
or, because
section 24{d) of the 1940 Act [15 U.S.C. 80a-24(d))
eliminates the dealer’s exception provided by
section 4{3) of the Securities Act [15 U:8.C. 77d{3)}
to the delivery requirements of section 5 20 long as
the issuer (which includes the sponsor) of a UIT is
offering units for sale,

® The estimsted current seturn {"ECR™) of & UIT Is.
. part of the essential information required by.Item 2,
commenters

See Item 2, no. 5,-of Form N-7. Sevaral

questioned that provision of the original N-7
proposal which would have required regiswrants to
include accrued interest as part of principal in the

the item has been modified to combine
the discussion of sale and redemption -
procedures in the item. A registrant, at
its option, may present this information
in either tabular or narrative form.
Registrants using a narrative form would
be expected to present the summary
information in a cleer, concise, and
understendeble manner.

_ For the initial offering, the information
required by Item 2 would be as of the
date of the financial statements. With
respect to filing amendments, the

. summary information would have to be

as of a date more than 45 days prior to
the filing date of a post-effective
amendment. The Commission originally
proposed that summary information be
of a date not more than 15 days prior to
the filing date for post-effective -
amendments, but commenters argued
that a 45 day period was more
appropriate. Commenters also asserted
that the information does not materially
change during a 45 day period. "

Item 3: Portfolio Schedule

Item 3(a) requires a schedule of the
investments of the trust or series in
tabular form providing certain basic
information about each portfolio
security. Item 3 would differ from
current practice which provides for
presentation of the schedule of
investments with the other financial
statements of the trust. Like the original
proposal, this proposal would separate-
the portfolio schedule from the other
financial statements. In accordance with

current practice and the original
proposal, the portfolio schedule-would
remain in the prospectus. With respect
to the content of the portfolio schedule,’
commenters asserted that several of the
proposed columns not currently required -
in Form S-8 would be of limited use to
investors. This item has been revised to
delete some of those columns.

Item 4: Financial Statements

Audited financial statements are
currently required in the prospectus
under Form S-6. As originally proposed,
Form N-7 would have required the
prospectus to contain & schedule of
portfolio securities, and the remaining
financial stateménts would have been
made part of the SAI, which would not
have been part of the prospectus but

computalion of ECR. The rationale for including
accrued interest in the ECR calculation is that
unlike an investment as part of-principal in a bond,
where accrued interest is returned to the purcheser
in the first distribution,.the accrved interest paid by
a unit-holder of a UIT is'not retumed until the unit is

. redeemed. Nonetheless, the Commission will -

reconsider the ECR calculation when it addresses
UTT performance data lssues in @ soparste reloaso.
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would have been made availsble to
investors upon request, As reproposed,
all required financial stalements would
be in the prospectus but the number of
financial statements required in an
initia) offering prospectus would be
reduced and the requirement that
subsequent financial statemenis always
be audited would be eliminated under
ceriain condilions.

Reproposed Form N-7 would require
only the schedule of investments and
the stalement of assets dnd liabilities,
audiled in conformance with Regulation
S-X |17 CFR 210 et seq.]. in the inilial
offering prospectus. To the extent the
schedule of investiments included in
response to Item 3[a) provides the
information required as parl of the
audited statemen! of assets and-
liabilities, that schedule need not be
duplicated in response to Item 4.
Becavse a UIT making an initial offering
typicaily has no operations or changes
in nel assels about which'to report, the
statement of operations and the
statement of changes in nel assets
would not be required in the initial
offering prospectus.

A UIT prospeclus used lwenly months
or more alter the effective date of the
registration statement would have to
contain complele financial statements
{balonce sheet, statement of operntions,
and statement of changes in net assets)
audited as of a date within twelve to
eighteen months after the effective date.
A registrani that maintains a current
prospectus because of secondary market
sules would have to update ils financial
stalements within twenly months afler
its inilial offering by filing. in a posi-
effective amendment, an audited
balance sheet, an audited slatement of
operations, and an audiled statement of
changes in net assets in accordance
with Regulation S-X as of a date no less
then twelve and no more than eighteen
months after the effective dale. This
posi-effective amendment would make
the complete financial statements part
of the updated prospectus used for
secondary market sales.

With respect to a UIT prospectus used
after the audited financial statements
discussed above no longer meet the
requirements of section 10{a)(3) of the
Securities Act, the Commission believes
that it may be appropriate, while
keeping the requirement for complete
financial statements, to relax the
requirement for an audit under certain
conditions. Form N-7 has been revised
so that a UIT maintaining a current
prospectus could provide unaudited
financial statements if (1) no-
subslitution of portfolio securities has
occurred and no securities have been

added to the series during the previous
fiscal year; (2) certain information
{which typically could be satisfied by
the usual format of the trustee's annual
report) is filed as a post-effective
amendment to the registration statement
and made part of the secondary market
proapectus;? (3) the trustee’s financial
stalements are audiled annually by an
independent public accouniant; and (4)
the trustee receives-an unqualified
report on the internal accounting
controls of the trustee's trust operations
which is prepared annually by an
independent accountant and made an
exhibit to the UIT s registration
statement.

Because a UIT geries is an esaentmlly
static entity with a fixed portiolio, it
shows littlé change in its audited
financial statements after the firsi year,
and there is little to audit except to
verify that the irustee is properly
receiving income and meking
disbursements. An initial audit
performed after the registration
sintement of the series is effective can
verify that the trustee's procedures for
receiving and disbursing income are
appropriate and verify the existence and
custody of the portfolio securities. If the
portlolio remains unchanged,
subsequent audits may not be
necessury. An audit of the series would
be important, however, if substitutions
are made or if new securities are added
to the series porifolio. Among other
things, this audit would examine
whether the substituted or added
securities substantially replicate the
previous securities in quality, vield, and
maturity, a requirement of the 1940 Act.
If securities are eliminated {through call,
maturity, or sale) bul not replaced, a -
new audit would not appear necessary,
although investors must have available
information about the series’ current
portfolio, which can be provided through
the trustee’s annual report. The trustee's
report weuld thus make current, in
compliance with section 10{a)(3). the
financial statements.®

If all four of the above condilions are
met, the level of investor protection may
be sufficiently high that the degree of
protecton added by an audit would not
justify the cost it adds to the operation
of a unit investment trust. Specific
comment is requested as to whether

these conditions would adequately

2 Only the sponsor, and not the trustee, would be
liable uader section 11 of the Securities Act {15
U.S.C. 77k} for that part of the trustee’s report filed.
as an amendment to the registration statement,

19 Rule 498, which deals with the contenis of
prospeciuses used after nine months and the
cerlified financial statements contained therein,

- would be amended to conform to this proposal, if

adopted.

protect unit holders, or whether
additional or altemahve safeguards are
needed.

Item 5: Risk Disclosure

Item 5 requires a brief discussion of
the principal risk factors associated with
investing in a particular geries of a

registrant. The discussion required by

Item 5 would include those risk
disclosures peculiar to individual
securities in the portfolio as well as the
risks associated with the portfolio being
concentrated in any one issuer or
industry. Any pending legal proceedings
in'which the registrant, trustee, sponsor,
or principal underwriter i3 a party with
respect to any of the portfolio securities
would also be disclosed under this item.
Risk disclosures which apply to all
series of a trust (e.g., the possibility of
early prepayment of niortgages with .
respect to a Ginnie Mae trust} could be
discussed in response to Item 9 in Part I-

‘8. which requires a discussion of general

risk disclosures applicable to the entire
trust.

Ilem 6: Tax Status and Consequences

Under present practice, many
prospectuses for series which invest
wholly or largely in state or municipal
bonds describe in great detail the tax
law of each stale from which any series
might purchase bonds. As proposed,
Form N-7 would have eliminated much
of this disclosure but still would have
required a statement of Lhe tax status of
the trust by registrant’s counsel,
discussion of applicable local and state
tax law, and a description of the tax
consequences resuhmg from the lype of
securities held in the portfolio.-

Reproposed Form N-7 would require a
registrant to briefly describe in the

- prospectus the tax consequences to

investors of purchasing the trust's
securities. Only the material features of
the opinion of registrant's tax counsel
and the consequences to the trust of
holding certain types of bonds would be
explained. Item 8 would discourage
detailed discussion of state and local
tax law. Registrants would be required
{o inform investors that the tex status of
bonds issued by state and local
jurisdictions may vary and that
investors should consult an accountant
or attorney to determine the effect of
state or local law on the individual
investor. These descriptions should be
concise, understandable, and contain a
minimum of legal citations and
descriptions.

In addition to revising the substance
of tax disclosure, reproposed Form N-7
would, in most cases. move the entire
discussion of tax status to the series
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specific portion of the prospectus.
Because each series Is a.separately
taxable entity, placing the tax
discussion in the specific part of the
‘prospectus is appropriate and should
result in a shorler prospectus,

* particularly for trusts comprised of 8

number of series that each invest solely
in the mumclpal secyrities of a single
state (‘state series”). State series are.

"atiractive to residents of & stale because

‘their disiributions typically are exempt
fromi-state as well as federal taxation.
-Some trusts, comprised of numérous

" . different state-series, now prepare:

prospectuses in two pafts, with the
-generic part of the prospeclus conlaining
the tax disclosures for each series of the
trust on a state-by-state basis. This

results in a lengthy prospectus in which

most of the tax discussion is wholly .
irrelevant to the investor of any given
series, who is interested only in the tax
consequence of investing in that séries.

for the state in which he resides. Where

the tax discussion of a series is the sgame
as that of the other series within the -
trust, however, it could be placed in the
generic portion of ihe prospectus. In
either ‘event, all tax discussion should

. “appear'in dne place in the prospectus,

whether it is in the genenc or (he
»specnﬁc porhon

ltem 7; Underwnlers

Under currenl praclice. lnformahon '
regsrdmg fees paid to, and profits from
‘the sale of securities by, the vnderwriter
must be disclosed in the prospectus. To
the extent that the underwriter is an
entity separate from the sponsor-
depositor; no further profit information
is required after the initial offering
unless an existing series makes an ..
additional offéring.!! Form N-7 as

- originally proposed ‘would. have required

disclosure of the compénsation of
underwrilers for each of the last three

* fiscal years in the SAI which-would
also have included the profits made by -
.. the underwriter dcting as a market-
- maker of 1Fust units in the secondary

market. Several commenters criticized
the underwriter disclosurewequnrements
of the proposal and suggested that it be

. modified to follow ltem 508 of

Regulation-S-K [17 CFR 229.508). The
Commission has incorporated:this
suggestion, although it has also revised
Ahis item to more closely follow the
[format of Form N-2 [17 CFR 274.118-1],
the registration form used by closed-end
investment companies. Because UITs
dxstnbute lhexr securitiés in a.manner’

1
I

1, Under secton. zs(e) of the 1840 Aoi 15U, S.C.

_ 80a-24{é)]. a UIT can amend ite Securms- Act
- ‘reglstration statement after its effective date to

Jncrease;the shdres sold under that statenient.”

-

similar to closed-end companies, it is
appropriate o require comparable UIT
underwriter disclosure. :
As reproposed, Form N-7 would
require all underwriter disclosure to be -
in the prospectus. Item 7 would require

- certain informatjon regarding the

identity of the underwriters, the nature
of the underwriting agreement, the
profits to be made, and discounts and

.commissions paid to underwriters, In

response to comments, the Commission
has deleted the proposed requirement to
disclose the amount of commissions
earned in the secondary market.’2 The
nature of the underwriter's relationship -
to the sponsor and the amount of
securities to be underwritten by each .

underwriter also would have to be

disclosed. This information miay be
presented in either narrative or tabular
form, sd long as the disclosure is clear.
The Commission has reconsidered
other underwriter disclosures as well.

Because the underwriters’ obligation in

a distribution of UIT securities involves
a finite number of securities and relates
only to the intital offering period of 8

particular series, underwriler disclosure;, -
" has been placed in Part I-s of the,

prospectus. In the reproposed form, after
- the initial offering period, underwriter

information related only to the initial

- offering could be omitted except for
. underwriter information found in the

portfolio schedule identifying any
portfolio securities underwritten by the
sponsor or any member of the syndicate
that underwrites units of the trust,

B. Part II: Other Information ond ~
Exhibits

Item 16: Third Party Financial
Statements

In recent years, a number of UIT

sponsors have created trusts conlsming _

secuntles gusranleed or insured as to
timely payment of principal and-interest
by third parties. These third party

.- 8ssurances, svhich include leiters of -

credit and buy-back agreements, are -
often obtained to raise the.rating of the
portfolio securities. As originally

- proposed, Form N-7 would have

required that UITs obtaining certain

third party guarantees either (1) include
the third party's financial statements as
of the most recent fiscal year in the SAl,

* or (2) incorporate by reference such

third party financial statements and
déliver them with the SAL This’

" requirement would have been triggered

when the gusrantee related to securities

ts A sponsor that §s alse the msrlm maker would

" be required to disclose in response to ltem 12, the

procedures used for valuing units when maklng a
merket in thege units.

constituting 25% or more of the value of
the trust's securities as of the date of
deposit in the trust. A number of -
commenters objected to this provision. ~

-They asserted, among other things, that

this requirement would not further
investor protection and that the
possibility of being subjected to liability
for the accuracy of third party financial’
statements would cause UIT sponsors to

. stop offéring UITs which requiréd such
* -financial statements. Finally, several

. commenters suggested that the
" Commigsion continue its'current

practice of allowing UIT sponsors to
state in thie prospectus that the financial
statements of third party guarantors are
available upon Téquest. :
UITs, whose units or portfolio
securitiés are materially affected by the
presence of insurance or guarantees,

should include the financial statements

of the third parties providing those
assurarices in their registration .
statement so that investors can.assess
the increased safety added by those

_ assurances. Accordingly, the reproposed
form would require the financial .

statements of third party insurers as
well as third party guarantors, when the . -
third party provides-insurance or a
gurantee relating to 10% or more of the
portfolio in cases where 25% or more of

the value of the portfolio is guaranteed

or insured as of the date of deposit in
the trust. The Commission did not
originally propose to require that the
financial statements of UIT insurers be
included in the registration statement.
However, because insurance serves the

' same purpose as 8 guarsnlee. third party

guarantors and third party insurers
should be treated siinilarly. Third party
financial statenients would be included

" in Part 11 of the registration statement or

incorporaléd by refererice into Part I
In either situation, the registrant would
have to supply third party financial
statements to investors upon requesl

. and at no charge. While third party

financial statements would be a part of

- the reglstrahon statement, they need not

be placed in the prospectus. In the

" . interest of maintaining a short, ‘readable

prospectus; the portfolio schedule would.

_ contain information about the third

party assurance and would disclose the

3 Of course, this requirement would result in
potential liability under section 11 of the Securities

" Actfor the sponsor with respect to the third party

finencial statements. The Commission appreciates
registrants’ concerns over the liability they might

" incur for third perly financial statements. As -

discussed below, however, requiring third party
financial statements, in the UIT registration
statemant is conaistent with Commission prectice

" with respect:to non-investment company Issuers.
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availability of the third party’s ﬂnanclal
statements..

Because of the importance of third
party assurances in the investment
decision of UIT purchasers, and because
the assurances often-relate to all or a
significant part of the securities of a
trust, it is appropriate to require that .
these financial statements be made part-
of the registration statement. In fact, the
third party agsurance may be the critical
factor in the investment decision. In-
some cases, it is the existence of the
third party assurance that raises the
rating of the portfolio security to
jnvestment grade. Requiring third party
financial statements in UIT registration
statements would be consistent with
non-investment company registration
statements for which the financial
statements of each guarantor of any
class of securities of a registrant must be

included in the registration statement.4

These financial statements afe
necessary for an’assessment by the -
investor of the third party guarantor or
insurer to satisfy its coiiimitment in the '
event of default of & portfoho secunty of
the registrant.

1Il. Proposed Rule Amendments and
Other Alternatives

One commenter suggested that the
Commission could further reduce the
paperwork burden on UITs by
permitting them to offer and sell
securities on a delayed or continuous
basis (*'shelf registration”) under
Securities Act Rule 415 [17 CFR 230.415).
The commenter suggested that UFT shelf
registrations cover, at the registrant's
option, some or all series of a UIT
registered under the 1940 Act. The
commenter suggested that a shelf
registration statement for UITs contain a
preliminary prospectus only for the first
geries to be offered under that
registration statement. Thereafter, the
registrant could apparently offer units of
participation by the subsequent series of
the same trust under the shelf
registration without filing a registration
statement for each series.. The
prospectus for each series would
become part of the registration
statement through the filing of a post-
effective amendment, just as
prospectuses used in Rule 415 offerings
are filed as part of the registration
statement. The commenter also
proposed that Rule 415 be amended to
permit UITs to register an indefinite
number of securities instead of the
definite number now required by Rule
415. -

1417 CFR 210.3-10.-S2¢ Rel. No. 33-8359(NOV 6,
1881). - .

Reproposed Form N-7 and the related
rule amendments are designed to
promote the development of a shorter
and more readable prospectus for each
UIT series and at the same time provide
UITs many benefits similar-to those
available to issuers under Rule 415,
Developing shelf registration under Rule
415 for UITs would involve significant
legal, practical, and policy issues and
likely would require revision of many
existing rules and procedufes.
Nonetheless, the Commission requests
comment on whether Rule 415 shelf -
registration for UITs would offer
significantly greater benefits to UITs
and investors than the Commission’s
current proposals, and would warrant
developing new proposals for UIT shelf

_procedures in lien of adopting the

instant proposals. Commenters should
consider how registration procedures
operate under Rule 415 and Rule 487, the
Commisaion’s goal of brief and more ..
readable UTT ptospectuses, ‘and the
Commission’s. long-held view, that each
UIT series is a,separate Securities Act
issuer. The Commission also requests
comment on further modifications to
Rule 485. These matters are discussed
below.

A. Shalf Beglstratlon under Rule 415—
Current Practice

Rule 415 permits a qualified issuer to
sell securities to-the public from time to
time as market conditions dictate based
on a previously effective registration
statement that remains effective.!® The.
issuer must file the prospectus used in
an offering with the Commission within .
five days after commencement of the
offering,2® Information concerning shelf
offerings is reported on the company's
Form 8-K, 10~Q, and 10-K under the
Securities Exchange Act of 1934 {15
U.S.C. 78a et seq.) (1934 Act”).

Shelf registrants whose offerings most
closely resemble those of UITs are
issuers of interests in a pool of mortgage
or mortgage-related securities {MRS").
Under Rule 415, a typical MRS issuer
will register a large quantity of
securities using a registration statement
containing what is referred to as a core
prospectus. The core prospectus is a

38 Rule 415 permits a typical shelf issuer. to
regiater an amount to securities that the issuer
reasonably expects to sell within two years from
the effective date of the registration slatement [17
CFR 230.415(a){(2)], Issuers of mortgage-related

“securities (discusaed /nfra) are not subject to this

two year limitation.

18 Under proposed Rule 430A and related
amendments 1o Rule 424, the piospectus containing:
the Rule 430A information must be filed on the date-
of firat uss in connection with a public offering or
sale and in no-event later than five days after
eﬂectlv:nen. See Rel. Nos, 33-8672, IC-15373 (Oct.
27, 1988).

lengthy document, often as long as
seventy pages,*” that contains -

- disclosure about each type of mortgage

that could constitute part of a pool later
to be offered. Each posslble offering
under the core prospectus is
supplemented by an offering-specific
document which describes in greater
detail the specifics of that particular
offering. The offering-specific document,
along with the core prospectus, is used
as the preliminary “red herring”
prospectus. to solicit indications of
interests in specific offerings to be made
by the issuer. The MRS issuer generally
solicits interest in a specific shelf
offering without first assembling the
portfolio of mortgages or mortgage-
related. securities. When the offering is
fully subscribed and sales have begun,
the issuer delivers the offering-specific
documerit to the investor at the time of
sale.and té the Commigsion within five
days after the effective date of the
registration statement or the
commencement of the public offering,
whichever occurs later. The offering-
specific document generally describes
the type, yield, and maturity of the
mortgages that will constitute the pool,
and is often an additional twelve to
twenty pages long. Although investors
know what type of mortgage-related
security the issuer intends to purchase
with the proceeds, because.the offering
specific document does not identify
specific mortgages or mortgage-related
securities, investors, in effect, purchase
interests in an unidentified pool of
collateralized mortgages. MRS shelf
offerings are-usually marketed to
institutional investors rather than
“retail” investors or members of the
general investing public.

B. Rule 487—Current Practice

Like Rule 415, Rule 487 gives issuers
control over when offerings are brought
to market and allows those decisions to
be based more on market and business

‘factors than on Commission registration

requirements. After the registration
statement of the first series of a UIT
becomes effective,!® Rule 487 permits a

17 When it propased a simplified prospectus for

" mutual funds, the Commission stated that under

normal circumstances & mutual fund prospectus
need not exceed twelve pages. See Rel. Nos. 33—
6447; 1C-12927 (December 21, 1982). The
Commission believes readable UIT prospectuses of
similar length will be poasible after the adoption of
Form N-7 even though the Commission recognizes
that each series of a UIT would be required to have

- its own prospecius.

V8 This first series of & UTT muat be fled in a
manner that permits a full review by Comnisaion
staff prior to the effectiveness of the registration:
statement,
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UIT to choose the date and time for the
registration‘statement of each .
subsequent seriés to become effective, if
the registrant identifies a previous -
registration statement of a series that °
has been declared effective by the
Commission and represents to the
Commission that there are no malerial
differences between the previous and
current offerings.

Currently, a UIT bringing & new series
to the market makes an initial filing
under Rule 460 [17 CFR 230.460] with the
Commission which it can use as a
preliminary “red herring” prospectus to
gather solicitations of interest.!® For this
reason, and to comply with state filing
requirements,2® a UIT sponsor may.
have several series in registration at any
one time whose registration statements
are not yet effective. When the series
hag been fully'subscribed or.market
conditions dictate, the sponsor will file
its pricing amendment with sn updated
registration statement undex Rule 487
and designate the effective time and-

" date of the registration-statement.2!
This filing includes the portfolio
schedule of the UIT, which must have a
‘portfolio of specified securities at the
time of sale. Unlike MRS trusts under
Rule 415, a UIT cannot be sold as an -,
unidentified pool. Finally, a UIT must
make a third filing to file its definitive
prospectus. 22

C. Rule 415 Approach.—-ﬂequest far
Comments i
Although Rule 487, like Rule 415,

permits issuers to time the sale of

. securities to market conditions, the -
Commission requests comment 6n
whether greater reductions in filing and
disclosure burdens.can be realized for
UITs by developing a shelf registratior
system similar to that of Rule 415. Any
shelf registration rule Jor UITs would
need to be consistent with the
Commission’s goal of creating simplified
investment company prospectuses. A

N—7‘has been to shorten and simplify lhe

¥ A UIT will typically use the pmapectus of the .’
last effective series with a sticker representing that
the new aerles will not materially differ.

: " *°Most states require a UIT to have beenin -
registration with the Commission for at least ten

deys before the serfes can be sold in the state, The
Commission requests comment on whether shelf
registration for UTTs under Rule 415 would be
consistent with and accommodated, by state law
-regisiration and fee payment requirements. '

i The sponsor may ‘choose to have the
registration u(stemenl become effective upon the
filing of the Rule 487 pricing amendment.

2z Currently, a UIT can file its definitive
prospectus under either Rule 424 or Rule 487, The
"Commission recently proposéd to'amend Rule 424 to
make Rule 497 the exclusive prospectus filing rule
forinvestmen! .companies. See Rel. Nos.'33-8860,
1C-15315,(Sept. 17, 1680), .-

prospectus for each series offered by a
UIT to make it more readable and
understandable by, among other things,

* re-allocating series-specific information

from the generic to the specific portion
of the prospectus. A long core
prospectus, of the type now used by
MRS issuers, is not consistent with the -

-goal of investment company prospectus
. simplification and may not be

appropriate for retail inveators who

purchase UIT securities,

* The Commission requests that
commenters take into account the nature
of the typical UIT investor in their
discussion of shelf registration and
consider whether Part I-g of reproposed
Form N-7, the generic portion of the
prospectus, would operate effectively as
a core prospectus for UlTs. The
Commission requesis comment on
whether reporting requirements, under
the 1934 Act or otherwise, should be
established for UITs if shslf reglstratlon
is permitted.23, . 1000

A shelf rule for UITsalso would have
to be harmonized witly the Commission's
longstanding position that each series of
a UIT as well as the UIT sponsor {see’
note 2 supra) is a separate issuer under

B the Secirities Act.?* This has not been a 4

© . 270308-1].

- . major purpose In the reproposal of Form -

32 Section 30(d) of the 1849 Act [15 U.S.C. 80a- |
30(d)] gives the Commission the suthority to require
all investment companies to provide, at least semi-
annually, reports to shareholders. It bas adopted
rules which require only management investment
companies, and UIT's that Invest only in one
management investment company, to provide
reports to shareholders [17 CFR 270.30d-1, 30d-2).
The tiustee of a UIT, however, provides unit holders
with'an annual report aa a matter of practice.
Commission rules currently allow a UIT o satisfy
its requirements to file pericdic reports with the
Commission under both the 1934 Act and the 1840
Act by, filing Form N-SAR. See Rule 30a-1 |17 CFR

Some MRS issuers file abbreviated snnual reports
on Forma 10-K but da not file quarterly reporis on

-Form 10-Q. lustsad, these issuers file a monthly

report under cover of Form 8-K in which the trustee
providesinformation concerning the dssets held in
the trust. These issuers niust file this information
because the sponsor sells interest in a trust without
first designating the specific securities that will -
constitute the trust. Because the 1840 Act raquires a
UIT to.consist of a pool of specified securities at the
time the reglatration statement of each series
becomen effective, the Form 8-K filing procedure -
uged by MRS trusts would not be an appropriate

* means for UITs to provide investors with

"

information identifying their portfolics. Ih view of

this essential difference betwsen MRS trusts and

UITs, the Commission requests comment on how a

shelf registration rule for UITs could be developed

90 that the portfolio echedule specifying the

portfolic securities is avnllabla to lnvsnton st the

time of the offering. ’
- 84 The Commission restated this posltlon whsn it

adopted Rule 487. Seg Rel. Nos. 33-6401.. 40-1242:! -

(May 7. 1982),

D Proposed Rule 487 Appmach—-

concern unnder Rule 415 because, in most '

cases, all the securities offered under a
shelf registration are issued by a:single
issuer.25 Commenters who discuss the
development of a sheif rule for UITs

-should address the following issues: {1)

Whether the separate issuer status of
both the series and the sponsor-of a UIT
can be reconciled with the Rule 415 ~
approach that appedrs to rely on the
concept of a single issuer; (2) whether
any increased sponsor liability would "
result from a shell rule for UITs that
treats only the sponsor as the issuer; (3)
how separate prospectuses for each
series in which a secondary market is .
being made would be kept current under

a ghelf registration rule and what type of

filing procedures would be needed to .
track each series; 3¢ and.(4) the impact
of requiring a UIT to pay its registration
fees for all securities which are - -
expected to be sold under a shelf
registration at the time the regxslrahon
statement is initially filed.?” - :

vt

Request for Comments.

An alternative method of achievmg
one of the principal benefits of shelf
registration, permitting UIT issuersto
avoid the paperwork burden associated

" with making a registration statement

effective immediately prior to offering

" secyrities, may be available. While the

Commission is not publishing the text of
a rule amendment, it is proposing to
amend Rule 487 to achieve further .
efficiencies for UIT sponsors within the °
current regulatory framework and
accomplish the Commission’s goal of
regulatory framework and accomplish
the Commission’s goal of simpliﬁed UIT

: prospectuses. and its reguests conment

on this proposal. The discussion below

- describes the background for, and

substance of, the proposeﬂ amudmem

_to Rule 487.°

28 On the other hand, certain MRS lssuers ml'y on

- Rule 415 to make shelf reglstrations for-periodic

offering of securities in cases where each offerings
involves the creation of a discrels trust containing
the pool of securitiés forming the basis for the MRS
offering. For 1634 Act reporting purposes; each new
trust files as a separate issuer. While'each offering
proceeds on the basis of a Rule-424 prospectus.

without & new Securities Act registration |la(smsm. . .
- identifying the new trust as an {ssuer, it might be

argued that each trust involved (v a separate idsuer
for purposes of the Securities Act as well. .
29 A sponsor which maintains a sscondary market

in units of any particular series must have e current -

prospectus under section 10{a)(3) n! the Securllln
Act for that sérles.

37 Proposed Rule 24f-3, which would simplify UIT
fee payment provisions, was developed within the

.existing UIT reglstration framewark. Cusrently.

{ssuers under Rule 415 pay their regjstration fees at
the time the faitial regiatration statement Is filed.,

Y
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Because the registration statement of
a series filed under Rule 487 is not .
reviewed by the staff, the Commission
believes that the amount of material
filed under Rule 487 could be
significantly reduced by permittinga .
filing made under that rule to consist of
(1) the facing sheet of the registration
statement, (2) undertakings to -
prospectively incorporate by reference
the defihitive prospectus 28 and any
portion of Part II of the registration -
statement, such as the exhibits, which
may be specific to the serles being
registered, and (3) those portions of Part
Il not specific to the series which could
be incorporated by reference from the -
registration statement of a previous
series. The Rule 487 filing also would

have to contain the required signatures.

The definitive prospectus and the series-
specific exhibits would be filed within
five ?;ys after commencement of the
public offering under Rule 497(b). The
series could thus avoid sending to the
Commission copies of the new -
registration statement which now is
filed at the time the pricing amendment
is filed. This amendmernt would retain
separate isguer status and liability and
could result in only one printing of the
registration statement for each series,
the one that includes the definitive "~ " °
prospectus. Commenters should address
means by which the requirement that a
UIT contain a specific portfolio of
securities at the time of sale could be
enforced if Rule 487 filings are
abbreviated. The Commission requests
specific comments on anticipated cost

savings as well ag any technical drafting:

changes to Rule 487 and other rules
applicable to UITs that would efficiently
implement this proposal.

E. Prgviously Proposed Amendment To
Rule 487 . .

The Commission is deferring final
action on a previously proposed
amendment to Rule 487 under the

_Securities Act until it takes final action
on the reproposed form and the new
proposed amendments. Under the
previously proposed amendment to Rule
487, sponsors of a trust which
continuously create new “follow-on"
series could no longer rely on Rule 487
indefinitely. Rather, after two years had
elapsed since staff review of the one or
more similar geries, the next series could
not become effective automaticaily
pursuant to Rule 487, but would have to -
be filed for full staff review. The
amendment, which received no negative

29 The concept of prospective incorporation by
_refererice has beon articulated by the Commission
in connaction with proposed Rule ¢30A. Ses Rel.,

Nos. 33-6872, [C-15373 (Oct. 27, 1066),

comment, would provide the staff with a
more efficient mechanism to monitor

- UIT disclosure practices. For a compléte

discussion of the proposed amendment
to Rule 487, see Part VI of Release 33—
6580,

F. Other Proposed IEZuIe Amendmerits

To implement Form N-7, the
Commission is proposing technical
amendments to Rules 8b-11 and 8b-12

. under the 1840 Act and Rules 495 and
- 496 under the Securities Act.

" IV, Guidelines

The draft Guidelines are being
republishéd with minor revisions. Guide.
3, which deals with restricted securities _
held by a trust, would be revised to
continue the current practice which
permits a UIT to invest up to 40%, under
certain conditions, of-the face amount of

. the portfolio securities of the trust in

restricted securities. Restricted

-segurities, for purposes of this guideline,
- are gecurities that cannot be sold

publicly by the trustee without
registration under the Securities Act.
Guide 3, as originally proposed, would
have contained a 25% limit on restricted
securities. R

Guides 4, 7, 10, and 20 have-also been
modified to incorporate the suggestions
of a number of commenters. -

V. Transition Period

Form N-7, if adopted, would replace
Form N-8B-2 urider the 1940 Act and
Form S-8 under the Securities Act for
UITs other than-separate accounts. To
ensure an orderly adjustment to the new
form, the Commission expects to
provide a one year transition period
during which all registrants could use

.either the existing forms or the new .
. form. When it adopted Forms N-1A, N-

3, and N4, the Commission provided for
a one year transition period. After the
expiration of the transition period, all
UITs other than separate accounts
would have to use Form N~7. The
‘Commission solicits comment on the
most efficient manner of handling the
conversion, taking into congideration the

. burden on registrants and the need for
* the Commission and investors to have -

all UITs use the same from and provide
comparable. disclosures.

. VI. Cost/Benefit of Proposed Action

The cost to registrants of compliance
will.vary considerably depending on
several factors, e.g., whether the UIT is

filing a new registration statement or an -

annual update of a previously effective
registration statement (i.e., a post- - ..

. effective amendment); whether the unit -
" trust being registered presents novel and - -
* complex issues or is similar to other unit

trusts; and whether pre-effective
amendments are required in response to
staff comments.

Proposed Form N-7 should resultina -
reduction in preparation time for the
registration statement of & UIT. The .
proposed form would (i) integrate the
reporting and disclosure requirements of
both the Securities Act and the 1940 Act
for UITs into one disclosure document, -
{ii} shorten and simplify the prospectus
delivered to investors, and (iii}
encourage a generic portion of the
prospectus which could be used for
subsequent series that are sufficiently
similar to the original series. The
Commission estimated that a registrant
will spend approximately 150 hours to
complete Form N-7, as opposed to an
estimate of 187 hours to complete Forms
5-8 and N-8B-2, thereby reducing the
overall burden of preparation of a
registration statement for UITs by
approximately 37 hours. The

" Commission believes that the amount of -

staff time required to review UIT filings

- on Form N-7 will be less than the

amount of staff time cutrently required
to review UIT filings on Form 7-8B-2

- and S-6. The Commission requests

comment on its assessment of the cost

. and benefits of the proposal, including

specific estimates of any costs and

- benefits perceived by commenters.

VII. Summary of Initial Regulatory
Flexibility Analysis )

The Commission has prepared an
Initial Regulatory Flexibility Act
Analysis in accordance with 5 U.S.C.
603 regarding reproposed Form N-7. The
Analysis considers the impaé{ Form N-7
would have on small UITs and discusses
alternatives considered by the
Commission for small UITs. The

_ Analysis notes that reproposed Form N-

7 would (i) integrate the reporting and
disclosure requirements of the Securities
Act and the 1940 Act into one document;
(ii) codify the disclosure standards that
have been developed by the staff of the
Commission for UITs; and (iii) shorten
and simplify the prospectus now

_provided to investors. A copy of the

Initial Regulatory Flexibility Analysis
may be obtained by contacting Jay B.
Gould, Securities and Exchange °
Comriission, 450 Fifth Street, NW,, Mail
Stop 5-2, Washington, DC 20549.

List of Subjects _
17:CFR Parts 230 and 239 -

Reporting and Recordkeeping
Requirements and Securities: "
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17 CFR Parts 270 and 274.

Investment Companies, Reporting and:
Recordkeeping Requirements:and
Securities.

Text of Rules and Form'
The commission.is proposing to

amend Chapter II, Title 17 of the Code of

Federal Regnlations as follows:
PART 230—GENERAL RULES AND

" . REGULATIONS, SECURITIES ACT OF

1933

1. The authority citation for
Regulation.C'of Part 230 contmuea to
read in part

Authority: Sections. 230.400 to 230.499
issued under sections.8, 8, 10, 19, 48 Stat. 78,
79, 81, a9 amended, 85, as’amended; 15 U.5.C.
778, 77h, 775, 778, * * ¢

2. By proposing to revise paragraphs
(a), (c), and (d) of § 230.495 as follows::

§230.495: Preparation of registration
statement.

(8) A registration statement:on Form:
N-1A, Formr N-3, Form N—4, or'Form N~7
shall consist of the facing sheet of. the
applicable form; a cross-reference sheet;
a prospectus. containing the information:
called for by such form; the list of
exhibits, undertakings and signatures,
and other information required to be:set
forth in such form; financial statements
and schedules; exhibits; any other
information of documents filed as part
of the registration statenvent; and all
documents or information incorporated.
by reference in the foregoing (whether
- or notrequired to-be filed) -

* > "~ [ 2 *

{c) In.the case.of aregistration
statement filed on-Form:N-1A, Form:N-
8, Form N—4; or Form'N-7, Parts: A and B:
(or Part I of Form N-7).shall. contain: the
information:called: for by. each:. of the
items.of the applicable Part, except that
unless otherwise.specified, no reference
need be made to inapplicable items, and
negative answers to any item may be:
omitted. Copies of Parts A.and B (or Part.
1 of Form N-7) may be filed as.part.of

- the registration statement in lieu of
furnishing the information in ifem-and-
answer form. Wheneversuch copies are’
filed in liew of information:in item-and-
answer form, the text of the items of the
form: is to- be omitted from the:
registration:statement, as well as from:
Parts A and'B:(orPart [ of Form: N-7),
except to the.extent provided in
paragraph (d). of this:rule.

(d) In the case of a registration
statement filed on Form N-1A, Form N-
3. Form-4, or Form N-7, where any item

of those forms: calls for information not
required. to:be:included in Parts- A and B
(or Part I of Form: N~7) (generally Part: C
orPart II of these forms): the text of such.
items, including the:numbers and
captions thereof, together with the
answers thereto, shall be filed with
Parts A and B’(or Part I of Form N-7)
under cover ef: the:facing sheet of the:
form as a part of the registration
statement. However; the-text of these
items may be omitted:if the-answers are-
prepared to show what the item covers:
If an item is inapplicable; or the answer:
to it is negative, so state. Any financial
statements not required in Parts' A and B
{orPart I of Form N-7) shall also be.filed:
ag part of the registration statement.
proper, unless incoporated by reference
under'Rule 411 (§ 230:411 of this
chapter).

3. By proposing to revise § 230.496 as
follows;

§230.496 Contents:of prospectus used
after nine monttis..

In the case.of a registration statement
filed on Form N-1A, Form N-3, Form. N-.
4, or Form N-7'there may be omitted
from any prospectus or;, if applicable,
Statement of Additional Information
used more than 9 months after the
effective date of the registration
statement any information previously
required to be contained in the
prospectus or the Statement.of
Additional Information.insofar as later
information covering the same subjects,
including, except.in the case of a
registration form filed on Form.N-7, the
latest available ceriified financial
statements, as of a.date not more than
16 months prior to the.use:of the:
prospectus or the Statement.of
Additional nformation is contained
therein.

PART 238—FORMS PRESCRIBED’
UNDER THE SECURITIES ACT OF 1933

4. The authority citation for Part 239
continues to read, in-part, i

Authority: The Securities Act 0f 1933, 15
US.C.77a otsag, * * *

5. By adding § 239.16A to read-as
follows:

§239.16A. Form N-7, reglatration
statement of unit investment trusts other
than.separate accounts.of insurance.
companles. -

Form N-7 shall:be used. for-the:
registration: under the: Securities: Act of
1933 of securities of unit investment
trusts other than separate. accounts. of

insurance companies.. This form shall e
used for the registration of unit .
investment trusts other than separate: .
accounts: of insurance; companies;under-
Section 8(b):of the Investinent Company: -
Act of 1940 (8274.12A. of this chapter)..”

PART 270—RULESAND. . N
REGULATIONS; INVESTMENT '
COMPANY ACT OF 1940

8. The authority citation for Part.270
continues to:read, in part.

Authority: Secs. 38, 40; 54 Stat. 841, §42:15
U.S:C..80a~-37, The Investment Company Act
0f'1940, as amended;, 15 U.S.C. 80-1 et'seq:

7. By proposing to revise paragraph-
(b) of '§ 270:8b-11 as follows:.

§ 270.8b~11 Number of coplas-sighatures-
binding..
* w " ] t

b. In the case of & registration
statement filed on-Form N-1A, Form' N~ -
3, Form N4, or Form N-7, three:
complete copies of each part of the
registration statement (including; if
applicable, exhibits and all other papers’
and documents filed as part of Part C (or
Part I of Form N-7) of the registration
statement) shall be filed with the
Commission. .
- L ] » * *

8, By, proposing, to revise. pa':agraph.
(bY of § 270.8b-12 as follows:

§ 270.8b-12. Requirements:as fo'paper,
printing andilanguage.
- - L & " * -

(b) In the case of a registration
statement filed on Form: N-1A, Fornr N-
3, Form N-4; or Form N-7, Part C of
Form N-1A, Form N-3, Form: N4, and
Part I of Form N-7 of the:registration
statement: shall be:filed omgood quality..
unglazed, white paper, no larger than
8% by 11.inches.in size, insofar as.
practicable: The prospectus and, if
applicable, the Statement. of Additional
Information, however, may be.filed on
smaller:sized paper provided that the:
size of paper used in each document is

uniform.
» * L ] » v
PART 274—FORMS PRESCRIBED

UNDER THE INVESTMENT COMPANY:
ACT OF 1940 .

9. The. authority citation forPart 274

" continues to.read, in'part,.

Authority: The Investment Company: Ach of
1940, 15 U.S.C. 80a-1'et'seq.

10. By proposing to add § 274.12A to
read as follows:, .
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§274.12A ‘Form N-7, reglstration

. statement of unit investment trusts other .-

. than separate accounts of insurance.
companies,

Form.N-7 shall be used as a . :
registration statement to be filed under

section 8(b) of the Investment Company .~ :

Act of 1840 by unit investment trusts _
other than separate accounts of .’
insurance companies. This form shall be

. used for registration under the Securities °

Act of 1933 of the securities of unit * -
investment trusts other than separate
accounts of insurance compamea

By the Commission. . e
Jonathan G. Kate, . S e
Secretary.

March 9, 1987.
BILLING CODE 8010-01-M
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FORM -7 ' oo .
U.S, Securities and Exchange Commission Eﬁb_em !EHEW
Washington, D.C. 20549 Expires: Pending; Action, |
Flle fumber: .
811- ‘ . J 33- . N 2=
(Check appropriate box or boxes.) A
lj REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933 N

|Z} Pre-Effective Amendment MNo.
I”I Post-Bffective m;ndment No.
and/or
IZ] REGISTRATION STATEMENT UNDER THE INVESTMENT COMPANY ACT OF 1940

IZI Amendment No.

Thact Name OF Registrant: . =

Exact Name of the Trust as Registered Under the 1940 Acts

Name of Sponsor:

Address of Sponsor's Principal Executive Office ce8, including 2ip COGE Spongor' s 'réleplm No.

including M:ea Codes : -
Name and Address of Agent for Service, including Zip Codes Approx{n:;_ta Date of Proposed Publli
. . of fer

[1f the registration statement is filed pursuant to Rule 482. include the following information:]

Tt s proposed that this Eillng will become effective on (date) at (time) pursuént to Rule 487:

[If the registration s\:a@.eaent is filed as a post-effective amendment, include the following information:}

Tt Is proposed that this f£iling will became eftective: (check appropnake box)

|7l immediately upon £iling pursuant to I”1 60 days after £iling pursuant to

’ paragraph (b) of Rule 485 paragxaph (a) of Rule 485

7} on (date) pursuant to ) 17l on (date) pursuant to-
paragraph (b) of Rule 485 paragraph (a) of Rule 485

Calculation of Registration Fee under the sacuritles Act of 1933

— ; —Proposed Maximam Proposed: Maximam
Title of Securities Amount Being Offering'Price .| - Aggregate Offering Amount of
Beggg Registered Registered Per Unit Price Registration Fee

Instructions:

The "Approximate Date of Proposed Public Offering™ and the table showing Calculation of Reglstration Pee under the
Securities Act of 1933 should be included when securities are being registered under the Securities Act of 1933.

Registrants- that are registering an indefinite number of securities for sale in the secondary market .under the
Securities Act of 1933 pursuant to [proposed] I'westment Company Act Rule 24f£-3 should include the declaration
required by Rule 24f-3(a) (1) on the facing sheet, lnstead of, or 'in addition to, the Securities Act registration fee
table.

. Pill in the 811- ,-and 33 or 2= blanks only if these filing numbers (for the Investment
Company Act of 1330 reglstration and the Securiti€s Act of 1933 registration respectively) have already been assigned
by the Becurities and Exchange Commission in the course of previous £ilings, 1If a single form is used to register
mos;: tl;gn one geries or portfolio under the Securities Act of 1933,'1list each 33— or 2= nurberc
asgigned, :

-~
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Contents of Porm N-7

Coneral INBELUCEIONS «oressssersrosrssavessssossssossssesssessssretnsesvesreresssasssnsossvasesseesnossannes

A. molhyvseFomN-'I...._...........................................................'.......‘............
B, Regiatration PeOBeesececrsresssrsresrsnserernssstrssssssrrsnaccvrrounsessenssosssssssccasnsrsassnssoy
Do Special ToIMB.cccusrercstrasoasrsresrorsrascanssescsssronsrtsasersebonssnnsessstsosrvossaotacsssonse
E. Rpplication of General Rules ani ROGULALIONS. «ecessssrsrsseresesessseassassossannsasasersssronnrsssses
L .
G. Incorporaumwmfemnee.....‘..............._.......................................................
H. Documents Comprising the Registration Statement OF AMONAMENE.ssecsssrsvecsccrsrosscrrosesreccsronrasss
I. Preparation of the Registration Statemant Or AMENANMANt.ccesecssssceresrsvrrssssesenssssscnsassasvovess

J. Tssuers of Periodic Payment PIANB..cccvevecscssencssctcorcraravosannntesssosascosscanscsssssoniossnsss

Part I-s Infomunnspeciﬂ;ctoa&duofamntminamm
Itam 3. Portfolio SChedUl@rc.coscscsoossesssocssrssastscascoscsnansssssssssssorsesosssnsetosstacsncsnace
Item 4. ?lnamllu sf.afmnu.................................;......................‘.........-.........

Ttem 5. Risk DiBClOBUK@eccincrcrsnvsnesrortrsrsrssesssessssrnaverssrssasvrossorsnsrsoosessessssssasenres

Item 6. Tax Status and CONSOGUENCEB. vecvecsrrtrssrarsttssassersrerssteortsosssssssasesrasssosrsvsssrvosns |

Part I~g Genaral Informaticn about a Trust Required in a Prospectus
Itam B, Table Of CONtentSececocecsavoscetanasesessvecsoesersnssovssssssassvsvescosrscoressvsasiosaassneves
Tean 9. General DesCTiption OF he Trustesessssssessesssereesrsnrvessensssstassessesessesasessorannnnnen
Ttem 10, Genaral DeeCTiphion OF the Trustee And SPONSOT.«e.sesstesssssesssssansesssrassnessssssasorsnsnss
Item 11. P\mduseofSemtitlcsBeingOttered..............................................................
Item 12, Mewtxmardmn'd\aseofSecuri.ttesBeLngoffered.....................................,......

Part. Il. Other Information
Item 13, EXNIDINS.coveessrenenaracacnssnevssssssansssasssensssnnsrnssonserassacesssosansnasssossnassssses
_mmu.' DArectors and OFFLCers Of tho SPONIOT.seseesostssorresesansrssnsasnnsosnssssenssntotessonsssscne
_}'.GBIS. IndermAEication. reseooressrsrrssrsaricresssssccnerreursssnesssssssrvarsssonsrroessessscastnsenes
It.em 16, Third Party Pinancial SratamentBeeessecscssasccccsscensccrsrsrsoressasosstassccssessossssnncoces
Trem 17, Location Of ACCOUN”S And RECOTS.ersssesssserrsesseasssnssnsnsssersesesnssatisersruonssnnroossns

Tran 18, Manageament BerViO8t..cscerssrcssssosrorseerreerssseceserseesrssesrseessessssecssscascsssnrossnss

SIgNAtUIOB. ceeeeossensorserssertrescnssasnssosrrossssrrnrrsnssrrerssersboroaneseesssosesorsbosssasonsnnronses

BOPENAA X e resescscroessersoconranorrronrroorreccesrsroressonossorvasvesssssnrrssstessscssosnsrssccsnssotenne

g
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E.

F.

0 eeeon n .

, General Instructions
who May Use Form N=7 \

Form N-7 shall be used by all unit investment.trusts, except fot insurance company separate accounts, for filing:
(i) an initial regibtration statement under Section B{b) of the Investment Company Act of 1940 Act (1940 Act™)
15 U.5.C. 80a-8(b)] and any amendments to it; ({ii) a registration gtatement under the Securities Act of 1933
("Securities Act®) and any amendments to it; or (iii) .any combination of the above 1940 Act and Securities Act
filings,

Registration Fees

Section 6(b) of the Securities Act [15 U.S.C. 77£{b)] and Rule 457 [17 CPFR 230.457] set forth the fee requirements .
under the Securities Act, Rule 8b-6 under the 1940 Act {17 CFR 270.8b-6] sets forth the fee for €iling an initial
tegistration statement undec that Act., The 1940 Act fee is in addition to the fee reguired under the Securities
Act but is only required for the initial registration of a trust on Form N-7, Registrants that are increasing the
amount, of securities registered are directed to Rule 24e-2 [17 LFR 270.24e-2] under the 1940 Act to compute the
filing fee. Reglatrants that are registering an indefinite amount Of their securities for sSecondary market purposes
are directed to [proposed] aul.e 24f-3, under the 1940 Act.

Number of Copies

Filings ‘of registration statements on Form N-7 shall contain the nimber of copies specified in Securities Act
Rule 402 [17 CFR 230.402], except that seven additional copies of the registration statement shall be furnished
to £he Commission, instead of the ten additional coples required by Rule 402(b).

Filings of amendments on Form N-T shall contain the nunber oE coples speclt'ied in Securities Act Rule 472 [17 CPR

. 230.472], except that there shall be filed with the Commission three additional copies of such amendment, two of .

which ghall be marked to indicate clearly and precisely, by underlining or in some other appropriate manner, the
changes made in the registration statement by the amendment, instead of the eight additional copies with at
least €ive marked as required by Rule 472(a) [17 CFR 230.472(a)). .

Special Terms ' R -

1. ‘Trust. The term "trust” means a-unit investment trust as defined in Section 4(2) of the 1940 Act [15 U.S.C.
80a-4(2)). Unless the context indicates otherwise, the term “"trust® refers to the unit investment trust series
on behal.f of which the Securities Act registration statement is filed.

2, Sponeot. The term "sponsor® means the person primarily responsible for the organization of the Registrant or
who has continuing responsibilities for the administration of the affairs of the Registrant other than as a
trustee or custodian, The temm includes the depositor of the Registrant. If there is more than one sponsor,
the information called for in this form about the sponsor shall be provided for each sponsor,

3, ODnit Holder, The term "unit holder” means the holder of a security or securities representing an undivided
‘interest in a unit investment trust.

4, ‘Portfolio Company or Portfolio Security. The terms po:tfouo.cmpany" or "portfolio security® mean specifically
any company or security in which the Registrant invests,

Application of General Rules and Regulations. If the registration statement is being filed under both the Securities
and 1940 Acts'or under the Securities Act only, the General Rules and Regulations under the Securities Act,
particularly Regulation C {17 CPR 230.400-497), shall apply, and compliance with them will be deemed to meet any
corresponding rules for registration wnder the 1940 act, However, if the registration statement is being £iled

only under the 1940 Act, the General Rules and Regulations under that Act, partlcularly Regulation 8b-1 to 8b~32

[17 CFR 270.8b~1 to 8b-32], shall apply. ,

Amendments

vhere Form N-7 has been used to file a registration statement under both the Securities Act and 1940 Act, any amend~
mentis of hge)at registration statement shall be deemed to be f£iled under both Acts unless otherwise .indicated on thie
fac ng ‘sheet.,

- =

Incorporation by Reference

Rule 411 under the Securities Act [17 CFR 230.411], and Rules 0-4, 8b~23, 8b-24, and 8b~32 under the 1940 Act
{17 CFR 270.0-4, 270.8b~23, 270.8b~24, and 270.8b-32] contain guidance on incorporating information or docuuents
by reference-into a registration statement. In general, a Registrant miy incorporate by reference in the answer
to any item of Form N-7 not required to be in the prospectus, any information elsewhere in the registration .
statement, or in other statements, applications, or reports filed with the mmlsskm.

Registrants incorporating by reference third party financial statements in response to Item 16(b) also must inform
investors that the financial information.contained in that item,; third party financial statements, is available from
the Registrant upon request' and at no charge, ’

The rules on incorporation by reference under both the Securities Act and the 1940 Act are subject to the 1imi tations
of Rule 24 of the Commission's Rules of Practice {17 CFR 201.24]. Since Rule 24 may be amended ‘from time to time,
aegiistrants are advised to review the rule ptior to incorporating by reference any document as an exhibit to a regis-
tration statement.
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T.

Documents Comprising Registration star.emnt or Amendnent

1.

2.

3.

4.

- -

A reglistration. statement or an amendment to it filed under both the Securities Act and 1940 Act shall consist of
the facing sheet of the Form; the cross-reference gheet required by Rule 495(a) under the Securities Act (17
CPR 230.495(a) J; responses to Part I (or Parts I-s8 and I-g, if the prospectus is prepared in two parts) and
Part II of Form ¥-7; required signatutes; all-other docuwents or information filed as a part of the registration

. statement; and all documents or 1nfomtion uwo:porated by reference in the zoregoing (whethe: or not reguired

to be filed).

A registration statement or an amendment to it wh!ch ls ﬂled un‘der only the Securities A’ct ghall contain all the-

information and documents specified in paragraph 1 of this Instruction H, except for an-amendment to’a Securities
Act registration statement filed only under Sections 24(e) or (f} of the 1940 Act [15 U.S.C. 80a~24{e), s'oa—_u(fll

An amendment to a Securities Act registration statement f£iled only to registe: additional securities under .
Section 24(e) of the 1940 Act or an indefinite mmber of securities for secondary market purposes under Section
24(f) of the 1940 Act need only consist of the facing sheet of the Form, required signatures, and, if filed
pursuant to Section 24(e) of the 1940 Act, an opinion of counsel as to the legality of the securities being
registered., Registrants are reminded that an opinion of counsel must accompany 2 fproposed) "Rule 24f—3 :
Notice® filed by Registrants that have registered an indefinite mmber of their securities. .

A registration statesent or an amendment to it vhich is filed under only the 1940 act shall consist of the
facing sheet of the Form, a cross-reference sheet, resporses to all items of Parts I-s and. I-g-except Item 1,
responges to all items of Part IT except Item 13 (4) and (7)-(12), required signatures, all other documents
or information filed as part of the registration statement and all documents or information incorporated by
reference in the foregoing (whether or not required to be filed).

Preparation of the Registration Statement or Amendment -

Form N-7 hag two pacrts. Part I relates to the prospectus requi:ed by Section 10{a) of the Securfties Act; Part IT°
relates to other information that must be in the registration statement.

The Prospectuss Parts I-s and I-g

The purpose of the prospectus is to provide material information about the Registrant and its securities in a way
that will help investors decide whether to buy the securities being offered., The prospectus should be clea: and
concise. Avoid the use of technical or legal tem, camplex language, or excessive detail, -

Any trust whose geries are eligible to f!le 8 Securities Act tegistratxon statement under Rule 487 [17 C¥R 2390.487}
of the Securities Act may structure the prospectus of each of those eligible séries to consist of two parts. If a
trust does 80, then, except as otherwise statad berein, the H:st pa:t of t.he prospec\'.us shall consist of the :
information required by part I-g.

Part. I-s requires disclosure of the tisks pewuar to that trust series, incl.uduv; the c:edu uo:thhseas of the
issvers the trust invests in, any novel or unusual features of the securities deposited in that series, and any
risks related to the camposition of the portfolio, e.g., concentration, If risk disclosure for the types of
securities which may be included in the trust appears in Part I-g, provide in Part I-8.a Croag-reference to Ttem 9
of Part I-g.

The second part of the prospectus ("Part I-g*) shall consist of all disclosure items which apply to all series of a

tzust. including general risk disclosures about securities.

Parts I-g and 1~g must be delivered together. - If the two parts are not affixed, both parts must include prcminent‘.
captions and a legend stating that the prospectus consists of two parts. Registrants are reminded that failure to
deliver both parts of the prospectus wuld violate Sections 5 and 10 of the Securities Act, and create a right-of
reaci.ssion for any purchaser under Section 12 of the Securities Act [15 U.S.C 771).

General Instructions for Parts I-s and I-g

1.

2.

3.

4.

The information in the prospectus should be artanged to make it easy to understand the organization and operation
of the Registrant. péscriptions of practices that are required by law generally should not include detailed
discussions of the law itself. If the registrant prepares the prospectus in two parts, the inforsation required
by Parts I-s and I-g should substantially- Ezllow the contents of -the Form for those parts, Items 1 and 2 must
be the first two items in the prospectus. Responses to items that use tems such ag "list" or "identify”

should include a minimm of explanation or description,

‘The prospectus may contain more information than called for by this Form, provided that the information is -
not incomplete, inaccurate, or misleading and does not, because of its nature, quantity, or manner of pre-
sentation obscure or impede understanding of required information. Pplease note paragraph 4 below - N

"Instructions for charts, graphs, tables and sales literature.”

The étatutot'y provisions relating to the dating of the prospectus apply equally to the dating of Item 16 of
fart II for purposes of Rule 423 under the Securities Act [17 CFR 230.423]. Fyrther,- Ttem 16 of Part 1X, Tird
Party Financial Statements, should be made available at the same time that the prospectus becomes available for
purposes of Rules 430 and 460 unde: the Securities Act [17 CFR 230.430, 230.460).

nstructions for cha:tu, graphs, ‘tables, and sales literature:

(a) A Registration Statement on this Porm may lncluda any chart, graph, or table that is not misleading.

-4~
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(b) 1IE "sales Literature” is included in the prospectus, the 1s.suer ghould be aware of the following:

{1) sales literature should not be of such quantity as to signiﬁcantly lengthen the prospectus, and
. it should not be g0 placed as to obscure essential dla:losure: and

(2) members of the National Association of Securities Dealers, Inc. ("NASD") are not relieved of. .
the filing and-other requirements of the’ NASD for investment Company sales literature (See Se,curities
Act mel. NO. 5359 (January 26, 1973) [38 FR 7220 (March 19, 1373))).

J. TIssuers of Periodic Payment Plans

A unit {nvegtment trust that issues periodic payment plan certificates using Porm N-7 also must comply with all
instrictions and reguired disclosures specified in the Appendix to Form N-7.

PART 1 - INFORMATION REQUIRED IN A PROSPECTUS -
Part I-s Information Specific to a Serles of a 'R'ust Requiced fn a Prospectus ot
Item 1. Cover Page : ..
(a) The outside covet page mst_contain ihe following information:
(1)  the Registrant's namej '
(ii) the sponsor's nam'e;

(iii) an identification oE the type of unlt investment trust, e.g., tax-exenpt bond trust, corporite bond
trust. or & brief statement of mgisuant's investment objective(s); :

{iv)  a statement or’ statements that (A) the prospectus sets forth information about the mglstzant that: a, .
prospective investor ought to know before investing;- (B) the prospectus should be retained for future
geference; and (C) a Part II, Other Information and Exhibits about the Registrant, has been filed with
‘the Commission, If financial statements of any third party are required in the registration statement
under Ttem 16, the statement should explain that these financial statements are included in Part.II and
_are available from the Registrant without charge to investote upon written or oral request;

(v) If the prospectus consists of two parts, a statement to that effect and-a’brief deacription of each
part including a referepce to the trusi: or type of series to which Part I-g applies; - ... .

vi)y - the date. of the pxospectus and the date of Part 11, Other Information; L _
(vll) the atatement requi:ed by Rule lBl(b) (1) l17 CFR 230.481(b) (1)} under the Securities Acty and
., lviil) such other itena of infomtlon as are required by rules of the comission.

(b) The cover pege.may include othe: inﬁomation. but any additional 1n£omar.ton ahould not. elthet by lts natufe,
" . quantity, or manner of presentation, obscure.oc- impede undetstanding of tha 1n£omatton :equlzed‘ to be p:eaented

Itern 2. Sumtacy !nﬁomation
provide at least the following summacy information regarding the series as of the date of -the Elnqncial statements;
for the initial offering of.trust units. . For £ilings of amendments other than those .rélated ‘to the lnitial ’
oftering, ptovide the 1n€omtion as oi a date not more .than 45 days befoze the date oE £iling,
Smmarx Infomagion ’ ; )
1. Number oE units ou!:standing Twel
i.'.wlcespe: mit- T . C S s
:‘(_a) publlc offering price’on tnittal otferlng;
-=.Ab) mles charge on initial offering; o=
" (o) public offezln.g price in secondary market offering;
. (d) sales cﬁﬁfqe_.ln Mry market offering; -
(e) repurchase price of aponao't.; -
' (£) redemption price; and .

ig) .any provisions for teductlon of unltholders‘ aocount by trustes or charges for reinvestment of dividends
or other- dist:ibutlona.

4. Third party enhancements

It the portfolio securities of the Registrant or units offered by the Registrant have received a rating from
a rating organization that has been affected by any third party inamurance or guarantee made with :eapect to
the deoostt or holding of the securities in the trust series, so state.

-
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5. Estimated current return
6. Fees and expenseg -
(a) . trustee's anmual tee:
(b) xplon'sor's annual feey™ ~

{c) evaluator's annual fee;

(d) insurance premiums or guarantee expenses on portfolio sewrities;

{e) any other significant fee or expense; and
{£) total fees and expenses,
7. pistributions i '
(a) brief description;
(b) frequency; and
(c) minimum distribution (if any).
8. valuation

(a) evaluator’s name; and

{b) a description of any affiliation with the sponsor or trustee.

9. Purchase and redemption of units

Briefly state the p:oeedures for purchase and redemption of units by lnvestors.

10, Termination
(@) mandatory termination date; and
(b) oconditions for earlier termination.
'mst.ruc‘tims

Item 2, No. 3:

-

oy,

Indicate briefly the components of the public offering price, State the sales charge boi:h as a percentage of the
public offering price and as a percentage of the net aount invested, 1f calculated differently fram the initial
offering, state the public offering price and sales charge for sales of units in the secondaty mackets Describe in

a footnote any provisions relating to accrued interest.

IE accrued interest earned by the portfolio securities is not remitted to unit holders umtil units are redeemed or
the trust is liguidated, the amount of accrued interest should be included in or added to the cost of purchase, Any
accrued interest should be included in the divisor in the computation of estimated current return, .

Ttem 2, NO. 53

\

Briefly indicate hoa estimated current return is calculated. State any qualifications related to this calculation,
including the use of estimates and any circumstances that would subject the calculation to revision &nd provide per
unit amounts of estimated total annual interest incote and total annual expénses in the text. If the inclusion of
when~issued sacurities or delayed delivery contracts in the trust will affect total annual interest income and/or
curzent estimated return, briefly discuss those effects. If the inpact of when-issued securities or delayed delivery
contracts results in a lower estimated current return for initial investors than' for later investors, use the lower
amount in response to thig item until all securities are in the portfolio, although the higher amount ray be stated
in a footnote, After all securities are delivered to the portfolio, the prospectus may be amended to show the higher

amount.

* Item 2, No. 6

~

In describing significant expenses, briefly identify the services provided, the persons providing the services,

the basis on which payments are or will be made, and the amount of the expenses incurred annually, expressed as a
percentage of net assets. A significant expense for purposes of this item includes any expense which represents
more than 5% of total expenses. -For a series which has not peeviously had an effective registxation Statement, the

Registrant may provide an estimate of expenses.

If arny person, other than the sponsor or trustee, such as a bark, btoke:-dealet, Emancial planner, or investment
adviger, with the Registrant's knowledge, imposes any additional charges in connection with purchases, incluﬂe a

statement to that effect and a brief description of the

charge.

-~
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Ttem 3. Portfolio Schedule

-

{a) Provide an :;udited schedule of investments, as of the date of the financial statements required by ftem 4, in
the tabular form indicated helow:

Number: of Shares I =
Name of Issuver and . .- or Rggregate - Date of Redemption Coupon Rate of Saecurity
Title of ‘Security Principal Amount . Matucity - Value _'Security o Rating

{b) niscuss, as applicable, in a footnote to the table, the value of each security exclusive of any feature that
adds value to the security only while held by the trust and the reasons for the difference in value.

(c) If applicable; discuss the trust's policies with tespect to the deposit of units of othet ttusta in the trust
portfolio {See Rule 14a-3 17 CFR 270.14a-3).

(d) Sriefly describe procedures for valuation of portfolio securities, including. valuatlon of any lnsuranee.
. glarantee, or other featuce related to the portfolio securities,

(e) 'Discuss any insurance or guarantee ‘of - payments of principal or ‘interest, or both; of the portfolio securities,
including the acope of the insurance or guarantee and the name of the insurer or guarantor. If applicable,
state that the financial statements required by Item 16(b) are available from the Registrant upon request at
no charge to investors.

(f) List the percentage of semtitles purchased on a w'ten-lssued basis or by delayed de],ivery contract, as a
note to the schedule of investments, until the délivery of such securities has occurred, Asterisk these
securities in the portfolio schedule. Briefly discuss the nature nf the securities and what the trust will
do if the securities are not issuved or delivery is delayed beyond the expected delivery date., Indicate.
when the value of trust assets will be "at risk” with respect to market price fluctuations. . Discuss any
adjustment of estimated current return as b result of purchasing these Kinds of securities and the potential
tax consequences to.investors. 1f there are any provisions for offsetting f.he trustes’s or sponsot's fee,
0 gtate, and briefly describe the tax consequences.

. Instruction to Item 3(a)s

(i) List as a separate line of the schedule of fovestments the units of each previo..\sly {ssued unit invest-
ment trust serles deposited 1n the trust.

(1§} List in a note.to the achedule ‘the percentage of the aggregate market value of the trust of each type of
. security, e.q., industrial revenue bonds, electric utility bonds, general obligation bonds,

(iif) State in a note to the schedule whether the yield is current yield or yield to maturity,

(iv) - If the trust’'s investment objective(s) or policies limit investment to securities wu:h a minimum tating
grade ot of investmeat grade ity, provide a securities rating (or representation of the sponsor as
indicated beiow) for each individual debt security, convertible debt security, or preferred stock héld
in the trust portfolio, Investment grade securities would include the four highest rating grades of a
nationally recojnized statistical rating organization, or securities with investment characteristics ..
equivalent to the investment characteristics of such top rated securities, Provide the name of the
rating organization whose rating is disclosed as a note to the.schedule of investments. List in a note
to the schedule the percentage of the aggregate market value of the trust of each rating grade of
security. Provide a cross reference to the ratings information required by Item 9(d).

(v) In any prospectus used during the initial offering, provide the aggregate pio'fn: (or 10s8) of the sponsor..
with regpect to the deposit of securities in the serles.

(vi) List the percentage of portfolio sea.:rities deposited in the series in which the apohso:(s) was a man;ager,_, .
co-manager, or.member of the syndicate underwriting the issuance of those securities, and identlfy them
lndlvldually by astecisk in the Eirst col.umn ot the portfolio schedule.

Item 4, Financial Statements : - -

(a) (1) m!tial ntfering, Any ptospectus used in the initial offering by any series shan contain an audited
T balance sheet or statement of assets and liabilities as of the end of the most recent £iscal year,

{11) The prospectus of.any series which has not p:evlously had an effective mglsuation Statement under AN
the Securities Act but has an operating history, shall also include the additional financial statements
required by Item 4(b) below as of a’'date within 90 days prior, to the date of filing.

(o) First Updated Prospectus, Any prospectus, used by a Registrant twenty months or.more after the date of the P
effective date of its initial offering, and unti] the balance gheet required below no. longez ueete the requh:e-
aents of Section 10{a) {3) of the Securities act, shall-include:

(1) An audited balance sheet, confomlng to the xequiteuents of Regulation 8-X, as of a date no less than
- twelve months and no more than elghteen months after the ‘effective date of the initial offezlng or
- initiation of operations, whichever ‘is later;
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{11) Audited statements of oper'a’tfons for the period from initiation of operations to the date of the audited
balance sheet conforming to the requirements of Requlation S-X; and

(£11) Audited statements of changes in net asséts for the period tzon initiation of opetatlons to the date of
the audited balance sheet conforming to the requirements of Regulation S-X. .

{c) Subsequent Updated Prospectus, Any prospectus, used after the balance sheet required by Item 4(b)-{i) no longer
meets the requirements of Section 10(a) (3) of the Securities Act, shall contain an audited balance sheet, an
audited statement of operations, and an avdited statement of changes in net assets for the previos fiscal
yeai confonning to the requirements of Regulation S-X unless during the most recent f£iscal year of the

- geriess

(i} The Registrant has filed an amendment to the ne'giéuation Statement and made patt of the prospectus the -
following information:

(A) An unaudited statement of operations in conformance with Requlation S-X [17.CFR 210.6-07] £o: the
previous calendar year;

(B) A statenent as to the amount of interest received on the bonds. or other debt securitles held ty the
registrant and, in the case of a registrant that holds mmicipal securities, the percentage of siuch
amount itemized by states and territories in which the issuers of such bonds are located;

(C) A schedule of bonds removed fram the portfolio during the previous calendar year, the date sold,
amounts received, par value, and date of distribution of ‘proceeds; a

{D) A portfolio schedule in conformance with Item 3(a) of Form N-7 as of the end of the calendar year.
(1{) There has been no substitution of portfolio securities or securities added to the series by the trustee;

(1if) The trustee's Einancial statements are audited annually by an independent public accountant, and the
trustee receives an unqualified report on the internal accounting controls of its trust .operations.

Instructions to Item 4(a)

If the schedule of investments included in response to Item 3(a) provides the information required as part of the
audited balance sheet, it need not be duplicated in résponse to Item 4, where the schedule of investments Included
in response to Item 3(a) is designated as part of the financial statements required by Item 4, provide a crosg-
reference to the auditor's report required by Item 4 in a headnote to the schedule of investments included in
response to Item 3(a). This headnote should be deleted if the Registrant mbsequently files inforrfation by post-
effective amendment under Item 4{c}.

Instructions to Item 4(b)

To the extent that the audited balance sheet zequized by Item 4(b) (i) is as of a date more than twelve months after
the effective date of the series registration statement, the audited statement of opefations and awlited statement

of changes in net assets required by Items 4(b) (Li) and (iil) may each be contained in one statement, If the balance
sheet 18 as of a date longer than twelve months from the effective date of the series’ registration statement, two
statements of operations and two statements of changes in net assets must be.filed because neither of these statements
may cover a period greater than twelve months., Furnish a specimen price make-up sheet showing the computation of the
total offering price and redemtion or repurchase price per unit as a continuation of the balance sheet.

Instructions to Item d(c)

The requirements of Item 4(c) (i) may be aatisfied by attaching to. the prospectus a report from the trustee containing
the information epecified in this item. 1f the portfolio schedile ig f£iled as part of the trustee's report in response
to Item 4(c), it need not be duplicated in Item 3., If the conditions of Item 4(c) are met, for the year after the
audited financial statements required by Item 4(b) have been made part of the prospectus and every subsequent year, the
registrant may delete the information contained in Items 3(a) and 4 and attach a current trustee's report containing the
information specified in Item 4(c). If the trustee's report is included in lieu of the audited financial statement ’
required by Item 4(c) (111), note that the report on internal accounting controlg must be made an exhibit to the regis-
tration statement under Item 13. Punish a specimen price make-up showing the.computation of the total offering price
and-redemption or repurchase price per unit as of the date of the schedule of investments, using as a basis the value

of the Registrant's portfolio securities and other assets and the Registrant’s.outstanding securities,

Item S, Risk Disclosure

(a) Discuss briefly any risk factors which are peculiar to- this nerles of the Registrant (and therefore not discussed
in Item 9(c) of Part I-9) including: -’

(1) the risks associated with investing in each particular security included in the trust series,

(i1) 1if applicable, the risks associated with being invested in 25% or more of any one issvej

(111) any features of the trust series 'that'oeum affect the liquidity of the series, including the liquidity_
o'f‘d portfolio securities backed: by letters of credit or subject to put agreements or buy back agreementsj
a . . . . .

{iv) for meries which hold £ixed income securities in their portfolio, the effect of a rise in interest rates
on the value of trust units.
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_ N

{b) ®Briefly describe any material pending legal proceedings relating. to or affecting the trust to which the
Registrant, the trustee, the sponsor, or the principal underwriter of the Registrant is a party, other than
ordinary routing litigation incidental to the business. Include the name of the coutt in which the proceedings
are pending, the date instituted, and the principal parties thereto. Include gimilar information as to any
administrative proceedings instituted by governmental authorities.. e . -

Ttem 6. Tax Status and Consequences

pescribe briefly the tax status of the trust and the tax consequences to investors of an investment in the series
being offeced, incluling, to the extent applicable: .

{a) the wmaterial features of the tax opinlon of Registrant’s counsels

(o) if appropriste, a brlef statement that Reqlstrant intends to quaufy Eor treatment under Subchapter H of the
Internal Reverue Code; .

(c) a brief des‘criptlon of the tax consequences resulting from the kinds of portfolio securities held by the
series, e.g., municipal securities, when-issued securities, or distount bonds; and

(d) a statement that distributions to investors may be subject to state and local taxes and that investors
should consult their attorney or accountant to determine the precise tax consequence of an investment
in Registrant under the laws of the investor's juriadiction. .

Ingstruction to Item 6:

1€ the tax information applies to all series of a trust using the same Part I-g, it may be located in Part I-g.
If the Information contained in this item varies among series using the same Part I-g due to the types of portfolio
securities held in different trust secries, such information should be located in Part I-s of the prospectus. In any
event, all tax status discussion should be in one place, :

Item 7. Underwriters

(a) 1In the prospectus used for the initial offer of any units of the series, state for each principal underwriter
distributing securities of the series:

(i) name and principal business address;

(i) natt;re of any material relationship with the Registrant (other than that of principal underwciters;

{iii) amount of securities underwritten;

{iv) amount paid orl to be paia; alnd

{v) -the natur‘e of the obliga.tion to distribute Registrant's securities..
(b) Compare the price to the public with the price paid.

{c) State the amount of the discounts and commissions to be allowed or paid to underwriters or dealers, {ncluding
all cash, securities, contracts-or other consideration to be received by underwriters or dealecs in connection
with the sale of the sewnttes.

Instcuctions to Ttem 7{a):. - .o o

All that is required about the undecwr itec® s obligatlion. is whether the underwriters are or will he comitted‘to take
and to pay for all the securities if any. are taken, or whether it is merely an agency or "pbest efforts” arrangement
under which the underwriters are required to take and pay for only such securities as they may sell to the public.
Conditions precedent to the underwriters' taking. the securities, including "market outs,” need not be deacribed
except in the case of an agency or "best efforts® arrangement, . -

Instructions o Item 7(by:

If it Is impracticable to state the price to the public, explain the method by which it is to be determined. This
explanation should include a Brief description of the valuation procedure to be used by the Registrant in detemmining
the price. 1In addition, if the securities are to be offered at the macket price, or if the offering price is to be
determined by a formula related to market price, indicate the market involved and the market price as of the latest
practicable date, Other than the price itself, information stated elsewhere in Part I-s should not be repeated in
response to Item 7. A8.to the offering price, the response should state how the excess of offering price over the
net amount invested is distributed among the Registrant's principal underwriters or others.

Instructions to Item 7(c):
1. The term "commissions® has the meaning given in paragraph (17) of Schedule A of the Securities Act [15 U.S.C. 77aa).

2. Disgclose all commigsions paid by other pereons, other considetatim paid to underwritera or dealers, and any finder's
fees or similar. payments.

3. If any dealers will, in the capacity of mieiwrit.e:s, receive any ndditicn‘al-d!scounts or commissions for acting
in such capacity, state the additional amounts to be received.

- -9~
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(a) Dpescribe briefly the plan of distribution of any securities which will be offered other than thm‘:gh an un'demltet'.

{b) 1If any of the securities being registered will be offered other than for cash, state briefly the general purpose of
the distritution, the basis on which the securities will be offered, the amoiunt of compensation and othez expenses
of distribution, and by whom such expenses are to be borne.

PART I-g =~ General Information about a Trust Required in a Prospectus

Item 8. Table of Contents
uist the contents of Part I~g of the Prospectus,

Item 9. General pescription of the Trust i

{a) Concisely discuss the organization and gperation or proposed o§e:a'tion of the Registrant. niélu&e the to'ucwl'ng:'

(f) Dbasic identifying information, including the date and form of organlaation oi the trust and the name of the
state or other jurisdiction in which it is organized;

(£4) a concise description of the investment objectives of the trusts

(i{i) a concise description of the trust‘s policies and procedures for acquiring and disposing of portfolio
securities, including: )

{A) the types and principal features of securities which may be included in a series;
(B) the basis on which securitles may be selected for a pacticalar series; -and

(C) if the trust plans to concentrate in a particular Industry or group of industries, identify the {ndustry
or industries, (Ooncentration, for purposes of this item, is deemed to be 25% or more of the value
of Registrant's total assets invested or proposed to be invested in a particular industry or group of
industries, i.e., hospital bonis, utuity bonds. The policy on concentration should not be inconsis-
tent with the trust’s name.) .

{b) bvescribe briefly the poliq( of the trust for acquh:lng additional .securities and substituting or euminatinq
the underlying securities of the trust, including: .

(1) the ci:umstances when additional securities would be aoquited, or mdezlying sewrlties eliminated or
stbstituted;

(13) the type of sem':ities which may be substituted for underlying securities; and
(4i1) the use of the proceeds from the sale of any security eliminated from a series,

{c) Briefly discuas the principal rigk factors aamciated with lnvesment in the trust, 1f not discussed in
Item S5, including factors peculiar to the Registrant as well as those generally related to a unit invest-
ment trust with investment objectives aimllar to that of the trust,

(d) vhere a rating of a portfolio security is refe::ed to in response to Item 3{a) of Part I-s, provide each
rating organization’s definition or description of the category in which it rated thé claasg of securities;
the relative rank of each rating within the assigning rating organization's overall classiFication system;
and a statement informing investors that a security rating is not a recommendation to buy, sell, or hold
gecurities; that it may be subject to revision or withdrawal at any time, if such is the case, by the assign-
ing rating organization; and that each rating should be evaluated independently of any other rating.

{e) rprovide a brief description ofs

(i) (B) the Registrant's policy with respect to dividends and distributiona, 1nc1uding the nature and frequency
of distributions, and

{B) any options unit holders may have as to the receipt or reinvestment of dividends and distributions,
- including reinvesteent of dividend® in the trust or other investment. vehicles, and explain how to
receive more information about these options;
(ii) any provisions for amending or teminating the trust;

(i{1) the trust reports and account information that will be provided to unit holders, hou infomation may
otherwise be obtained and how unit holder inquiries may be made; and

(iv) t:hei substance of any other material’ provisions of the trust i.ndentute eonoel‘ning the trust or its-
units, . .

- Item 10. General Description of Trustee and SPonaoz

{a) Briefly describa-the trustee, including its name, oddtess, date of organization, the name of the state or
other jurisdiction under the laws of which it is organized, the general nature of its business, amd its
functions with respect to the Registrant. Include the information specified below:

{1} the nature of its duties mdér the trust indenture or agr t and any lmihtlms on liability arising
from those duties; and . -

(11) the terms 'and conditlons for the resignation of the trustee or for the removal of the trustee due to
the failure to perform its duties, obligations or functions, including the appointment of a successor
trustee and the procedure if a successor trustee is not appointed.

=10 -



8288 Federal Register / .Vol. 52, No.’51 / Tuesday, March 17, 1887./ Proposed Rules

(b) ®riefly describe each sponsor, including its name, address, date or organization, the name of the state or
other jurisdiction in which it is organized, the general nature of its business, and its functions with
respect to the Registrant, inclnding:

(i)  if the sponsor is controlled by another person, the name of that person and the general nature of its
business. (If the sponsor is subject to more than one lewel of control, give the name. of the ultimate:
control person and the nature of its business);

(ii) the nature of its duties under the trust indenture or agreement and any limitations on liability arising
from those Autiess .

-{iii) the terms and conditions for resignation of the sponsor or for removal due to the failure of the. sponsor
to perform its duties, obligations or functions, including the appointment of a swéessor sponsor and the
procedure if a successor sponsor is not appointed;

{iv) state that the sponsor may realize a profit (or sustain a loss) during the initial oiferi-ng- period or
seoondary offering period as a result of daily fluctuations in the offering price of trust. units; and

{v) if the sponsor may receive cospensation (not already described) through the sale or purchase of units of
the trust or of the portfolio securities, briefly deacribe the pature and extent of this cowpensation.

{c} If the-trustee or sponsor.may have the use and benefit of (i) investor's purchase monies received before settle-
ment date; or (i x) interest and capital gains monies received by the trust before distribution to unit holders,
0 state.

(d) State the name of counsel tumlshing the legal opinion on. the secucities issued by the trust and the city and
gtate where located.

{e) State the name oE the auditor(s) of the trust and the city and state where located,

.

Instruction to Item 10(b)s . , . .

The description of the sponsor's business should be short and, if a general description {s-provided, need not list
all of the businesses- in which the sponeor engages or identify all the: juriadictions where it does business.

Ttem 11. Purchase of Securities Being Of fered

pescribe briefly how the securities being offered may be purchased, The description should emphasize the procedures
to be followed and should minimize discussion of applicable legal requicements. Include: .

(a) the name and principal business address of any principal underwriter for Registrant (If any affgli,ated person
of Registrant is an affiliated person of the principal underwciter, so state and identify the pereon.);

{b} a concise explanation of the method followed ox to be followed in determining the total public offering price,
including:

(i) an explanation that the price is based on net asset value;

{ii) a statement as to when calculations of net asset value are made and that the price at ehich a purchase is
made is based on the next calculation of net asset value after the order is placed;

'(iii) the sales charge, {f any, as a percentage of the public offering price and as a percentage of the net
amount invested for each breakpoint, if applicable; and, .

{iv) a brief explanation of how interest is accrued for crediting to a unit holder's account upon purchase,
the policy for remitting accrued interest to, unit holders, and the effect of the policy on the estimated
. current retwrn. .

(c) a brief explanation of the consequences to unit holders of purchasing and then, within a short period of
time, redeeming or reselling units

{d@) “unless*set forth in response to paragraph (b) above, list any special purchase plans.or methods established
under a rule or any exemptive order that reflect scheduled variations in, or elimination of, the sales load
(e.g., letters of intent, accumlation plans, dividend reinvestment plans, withdrasal plans, exchange privileges,
employee benefit plans, redemption plans, or the terms of a merger, acquisition or exchange offer made pursuant
to a plan of reorganization); identify each. clags of individuals: or transactions to which the plans applyr
state each different sales charge available as a percentage of the public offering price and as a percentage of
the net amount invested; and state from whom additional information about these special purchasa plans or
methods may be obtained;

(e) any procedures relating to the issuance of certificates, e.g., haw to obtain a certificate, and whethe: a request
is necessary;

(€) any special purchase plans ot procedures such as exchange privileges or services in connection with. retirement
plans not already discussed in paragrapbh (d);

{g) a list of any organizations providing services or of investment programs made avajlable in conjunction with
investment in the trust, and a brief description of their features or a statement from whom additional information
may be obtained; and

{h) any minimum initial or subseguent. investment.

-1l -
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Instructions to Item 11(b):

Explain the reasons for any difference in the price at which securities are offered generally to the public, as
individuals and as groups, and to officers, directors or esployees of the Registrant's sponsor or trustee.

Item 12. Redemption and Repurchase of Securities Being Offered

(a) Describe briefly all ptocedurea for redeeming the Registrant's shares, any restrictions thezeon, and any charges -
that may accompany redemption, If Registrant, under normal circumstances, intends to redeem in kind (see Rule
19€-1 117 CFR 270.18£-1]), 80 state and briefly deactibe the conditions for exercising such a redemption.

(b) If the sponsor intends to make a secondary market in units of the trust, briefly state (1) under what
conditions it would stop doing s0 and (2) that investors may redeem units if the sponsor ghould decide to
discontinue maintaining a secondary market, Cowpare procedures and prices between repurchases by the
spongor of units in the secondary market and redemptions by the trust.

{c) Dpescribe briefly any procedure whereby a unit holder can sell his units to the Registrant or its underwriter
through a broker-dealer other than the sponsor and, if charges may be made for this service, so state, The specific
fees for the service that may be charged by the broker-dealer .selected by the shareholder need not be disclosed.

(d) 1f the Registrant is permitted to redeem units involuntarily in accounts below a certain number or value of m&ts,
describe briefly.

{e) Dpescribe the method the Registrant will follow in determining the redemption price and the :epuzchase price,
Describe the method or methods used to value the Registrant's assets. The response should identify the method
used to value the aseets, e.g., market value, good faith determination.

(£) If the n!gmtrmt may hold payment upon a request for redemption for a certain period aEter a wnit holder's
investment, describe briefly.
Instructions to Item 12(b):

Describe the valuation procedure used bty the kglstxant. in determining net asset value and redenption or repurchase
price,

PART II. OTHER INFORMATION

Item 13, Exhibits ,

List all exhibits filed as part of the. Reqistration Statewment:

1. oo_ples of the resolution of the board of directors o.t the sponsor authorizing the establishment of the Registrant;
2. copies éf the indenture or agreement under the terms of which the trust was organized or Lssﬁed gecurities;

3. copies of all agreements for custody of securities and similar investments of the Registrant, including the
schedule of remineration;

4. coples of each underwriting or distribution contract between the Registrant and the principal underwriter, or
between the sponsor and the principal undecwriter, and specimens ot copies of all agreements between principal
underwriters and dealers; -

5. coptes of the certificate of incorporation or other instrument of organtzation and the by-laws of the gponsor;

6. copiesg of all other material contracts not made in the ordinary course of business. mich are to be per formed tn
whole or in part on or after the date of ming the Reglstration Statement;

7. specimens or copies of each security issued by the sexies;

8. an opinion of counsel and consent to Its use as to the legality of the securities being registered., indicating
_whether they will, when sold, be legally issved, fully paid, and non-assessables

9. copies of any insurance or guazantee contracts relating to portfolio securities of the trust that were obtained
by the trustee or sponsor;

10. any financial statements incorporated by t'eference under Item 163

11. coples of any other opinions {including the tax opmlon of Registrant's counsel), appraissls, or rulings, and
consents to tbexr uge relied on in preparing this Registration Statement and required by Section. 7 ot the Seo.mtles
Acts

12, consent of the evaluator if the evaluator is not the sponsorj

13. copies of any agreements or understandings made in consideration for providing the initial capital between or
zmong the Registrant, the sponsor, underwriter, or initial unit holders, and copies of any written assurances
fram the sponsor or initial unit holders that the purchases were made for investment purposes without any’ present
intention.of redeeming; and

-12 -
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(1) the report of the trustee's independent public accountant on the trust's system of internal accounting controls
required by Item 4(c) of Part I-s, The accountant's report shall be based on the review, study, and evaluation
of the accounting system, internal accounting controls, and procedures for safeguarding securities made during
the audit of the financial .statements. The fact that an accountant's report is attached to this form shall not
to be regarded as acknowledging any review of this form by the trustee's independent public accountant.

All series of a trust using the same tzustee may Incorporate by reference the accountant's report of internal
control.

Instruction:

Subject to the rules on incorporation by reference, the foregoing exhibits shall be filed as a part of the Regis-
tration Statement. Exhibits numbered 4 and 7-12 above need be filed only as part of a Reglstration Statement .
under the Securities Act, BExhibits shall be lettered or numbered for convenient reference, Exhibits incorporated
by reference may bear the designation given in a previous filing.  where exhibits are incorporated by reference,
the reference shall be made in the list of exhibits.

Ttem 14. Dicectors and 6€Eloe:s of the Sponsor

Give the following information about each director or officer of the sponsor only if the sponsor is not currently
reglstered with the Commission as a broker~dealer or investment adviser:

l Name and Principal Business hddress positions and Offices with Sponsor-

l

Ttem 15. Indemni€ication

' State the general effect of any contract, arrangement, or statute under which the trustee, spongor, underwriter, or

any affiliated person of the Registrant is insured.or indemnified in any manner against any liability which may be
incurred in such capacity, other.than insurance provided by such persons for their own protection.

Ingtruction to Item 15:

In responding to this Item the Registrant should note the requirements of Rules 461 and 484 under the Securities act
f17 CFR 230.461, 230.484] and Section 17 of the 1940 Act [15 U.S.C. 80a-17).

Iten 16. Third Party Financial Statements

(a) Include the Pinancial Statements described in Item 16(c) for each sponsor required to maintain a reserve pursuant
to Section 27 [15 U.S.C. 80a-27) of the Investment Company Act of 1940 for pecurities registered by this Registra-
tion statement; or sponsor which guarantees to purchase units of the trust from unit holders at a price which
is higher than the redemption price of the units;

{b) If portfolio securities valued at 258 or more of the net assets of the aexkes are insured or guaranteed, or
subject to a put or buy-back agreement or letter of credit, include the Financial Statements described in Item
16(c) for each: .

(i) Guarantor of payment of interest or principal, or both, of 10% or more of the value of portfolioc securities

of the series as of the date of deposit, if the guarantee is made with respect to the deposit or holding
of those securities in the trust series;

{ii) Insurer of payment of interest or principal, or both, of 10% or more of the value of portfolio securities
of the series as of the date of degosit, tf the contract for insurance is made with respect to the deposit
or holding of those securities in the trust series;

- (iii)-Party to a put agreement, buy-back agreement, G similar agreement with the trust, the trustee, or the
sponsor with respect to 108 or more of the value of portfolio securities of the trust as of the date of
deposlt, if the agreement is made with respect to the deposit or holding of the securities in the trust
series; and

(iv) Issuer of a letter of credit guaranteeing thé payment of interest or principal, or both, of 10% or more of
the value of portfoliq securities of the trust, as of . the date of deposit, or guaranteeing the performance.
of a guarantor related thereto, if the guarantee is made with respect to the deposit or holding of the
securities in the trust series,

_(©) (1) Include the Einancial statements as of the end of the most recent ttscal year of the pereons usted above.
Except as to periods specified in Regulation S-X, these financial statements ghall be in accordance with
such regulation or substantially equivalent thereto, or shall include an independent . accountant's report
vhich states that the accounting principles and practices of any such person are in accordance with
generally accepted accounting principles; or .

(ii) Incorporate by reference the financial statements as of the end of -the most recent fiscal year which are
included in the Eiungs under the Securities Exchange Act of 1934 of such persons listed above,
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Item 17. Location of Acoounts and Records

Givethenanemadd:esenfeachpe:mnbmmintainawéical seséionotead;accwnt, book , or other docusent
required to be mingined by Section 31(ay of the 1940 Act (15 U.S.C. 80a-30(a)] and the rules thereander (17 CFR
270, 3la-1 to 3la-3]).

Item 18, Management Services

Sumsmrize any contract not duﬁ:md in Part I of this form under which management-related services are provided to
the Registrant, showing the pa:uee to the contract and the total dona:s paid and by whom, for the last three fiscal
years,

Instructions to Item 18: 4

1. A contract for "management-related services” includes any agreement whereby another person agrees to keep, prepare,
or file such accounts, books, records, or other documents as the Registrant may be required to keep under federal or
gtate law, or to provide mj similar services with respect to the daily administration of -the Registrant, but does
not include:

(i) any agreement to act as custodian or transfer agent for !:he Registrant,
(1) bona fide conttacte for outside legal or awditing services, or
(iii) bona fide contracts for persomal employment entered into in the ordinary coursge of busmess.

2. In summarizing a management-related service contract, inctude the name of the person providing the service; any
direct or indirect relationships between such person and the Registrant, its sponsor, or its principal underwriter;
the nature of the: pervicea provided; and the basis of the compensat ion paid for the last three fiscal years.

3. Tnformation need not be given about any service for which total compensation of less than $5,000 was paid during
each of the last three fiacal yeacs.

. Signatures

As required by the Securities act o6f 1933, and the Investnent Company Act of 1940, the Registrant,

{certifies that it meets all of the requirements for effectiveness of this Registration Statesent under Rule 485(b)
under the Securities Act of 1933 and) has caused this Registration Statement to be signed on its behalf by the under-’
signed in the city of and State of , on the day of ,19 .

Alternative Form of Signatwre for Pilings under Rule 487 3
The Registrant, , heteby identifies series. (number(s) an& type) of the emst for pur.'pms of
the repregentations required by Rule 487 and :epzesents the following:

1. That the portfolio securitles deposited in the geries as to which this Registration smteuent is belng tiled do
not differ materially in type or quality from those deposited in such previous aeries: .

2, That,; except o the extent necessary to fdentify the specific portfolio securities deposxr.ed m, an& to p:ovide
essential financial infommation for, the series with respect to which this Registration Statement is being filed,
this Registration Statement does not contain disclosures that differ in. any material gespect from thoge contained
in the Registration statement(s) for such previous series .as to uhich the effective date was detemined b; the
Commiasion or the staff; and .

3. Tat it has comptied uh.h Rule 460 under the-Securities aAct of 1933,
as requized by {(the Securities Act of 1933 and) the Investment Cm'pany Acl: of 1949, this Regigtration Statement.

has been sfg::(y! z the Eouowing persons in the city of and State of P » on the
. RegiBtrants
.17‘ .
Signatuzre and Titles -
Sponsors -
—
, Ve oF OFEIeer of ST
) “Title:

-14 -
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mstmct lon:'

,If the registration statement is being Eiled only under the Securities Act or under both the ‘Securities Act and the

1940 Act, it should be’ signed by both the Registrant and its sponsor.

only under the 1940 Act, it should be signed only by the Registrant.
' Appendix

Issuver of Periodic Payment Plans

A unit investment trust that issues periodic payment certificates musts

I_f the registration statement is being filed

1. Complete all items of Part 1-s, Part I-g, and Part II (except itema 2, and 3) to the extent those disclosures

are not already made in answer to (2), (3), and {4) below.

2. Provide the Eonowing information in the prospectus:
(1)

($3V)

On the outside cover page of the prdspectus. provide the nane of the portfolio company and a statement
the prospectus of the portfolio company.

that the prospectus is not valid unless preceded or accompanied by

State the name Of .the portfolio company and the name of its adviser.

{til) pescribe purchase plans avatlable to lnvestors and compare these plans to an invegtment directly in the

(iv)

vy

portfolio company.

Describe the procedures for liguidation or withdrawal from the pericdic payment plan. Discuss the

rights of rescission and refund of a unit holder®s account and payments, including a-description of a

‘anit holder's rights under section 27 of the Investment Company Act of 1940,

time periods; notices and p:ocedurea and consequences of mieead payments; and procedures

for relnstatemeot.

Include in this discussion:

" Briefly diswss the rights of unit holders to instruct the Registrant on the voting of portfoho company
securities underlying their. inbezests in the trust, includlng the manner in which votes wul be allocated.

{vi) -State the ‘conditions and deecribe “the ptwedures to be followed for a u.bs\:lr.ution of the underlylng
poctt'ouo securities,

. (v'u) Deacnbe the kind and, Erequancy of reports and information that will be rade available to unit holders.

'

mcludmg repoxts and ‘information. generated by the underlying portfollo company.

. the certificate calling for: the smallest amount of payments,
the type currently being sold from-the ‘approximate -date of the trust's organization £o the date of completion

. Of the plan,

3. provide a tzansctipt oE -a hypothetical acownt in Part I-8 in mbstantiany the following fona on the basis oe

The 'schedule shall cover each. certificate of

'n:anacript of a.Hypothetical Peciodic Payment Plan Account. y

However, this tranmcript need not be provided iE the trust has been in- existence less than two
_years prior to the estimated effective date ot this zeglstxutxon stateuent.

Colum A : Colimn, B, . Column ¢ CColsm D Column'® - | Colym ¢’
* , ' - R .. Balanceotpaymentéon -
- Amount of Paymént: Deductions from Payments on Principal (Principal Available for
i . . Investment in Trust
. . Proper .
Mnthly Eor | vnderwriting |° Yonthly for - ]
First Bigh-|- - Commigsions, - | = - First. Bigh- “Potal -+ T,
.. teen Months| ~Loading Pees ) other teen Months Deductions |Liquidating-

Date of 1§ Snmually o & all other | Insurance |Deductions |& Annually | ; Upon value of .
Payment [Thereafter [Cumulative simi!'.a: Charges| Prémluis’ “}"" YT ereafter |[Cumulative !.lquidatlons certiﬂcate

—

-

_i./ ta) The transcript.shall be.cCarcied -to-date of completion and shall
assume there has been no lapse or cancellation, or if i

)

2/ Specify any material {tems,

Income of the account which s to be telnvestedshanbe

included in an appropriate manner. - - -

lete to -
- the approximate date.of the-statement of condition £iled Herewith,

T,
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{4) Por each installment payment type of periodic payment. plian certificate-of the trust, furnish the following

information with respect to sales load and other deductions fram principal payments.

{"Sales load" includes

- sales load of any underlying investment company security. Computation should be made on the basis of the
certificate calling for the gmallest amount of payments.)

Aggregate AROWIE

of Payments - Payments during _
(Complete pexiod). <Six months one -year Eighteen monthg TwO years
Sof % of % of tof % of
Amount Amount Amount Amount Amount
©of of of

Amount Payments

Amount Payments

. Amount  Payments

’ of
Amount Payments

- of
Amount Payments

1. Amount of payments to be
.made on certificates ...

100%
2, Amount of gales load ...

" 3. Pee of custodian or
EIUBLEL. cossssscvcsvrsrs

4. Insurance preniu!....... B

5. Other deductions from
PAYMENtBecocseassscsson

6. Total deductions (2 to 5)

7. Net amont invested .....

8. Reductions upon
liquidationeessccscreces

1008

100%

1008

1008

other deductions, as taxes, commissions, etc.
amount of payments to be made, list separately.

- -

If any such item amounts
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Guidelines for Form N-7

This release contains Guidelines prepared by the pivision of Investment Menagement for registration statements on
Form N-7 for unit investment trusts other than separate accounts of insurance companies organized as unit investment
trusts. The Guidelines are based on Commission releases and staff interpretations. Adherence to these Guidelines
should speed the examination by the Division's staff of registration mt.amnts on Form N-7.

The Guidelineg are not rules of the Comeission and, except as noted, represent only the views of the staft of the
pivision, not the Commission. 'The Guidelines should be read-in conjunction with the Investment Company Act Releases
cited in them. The policies stated in the Guidelines may be changed if necessary. Unless the context indicates
otherwise, the term "unit investment trust,” "unit trust,” or "trust® refers to the unit investment trust series on
behalt of which the Securitles Act reglstratlon gtatemént 18 filed, -
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Guide 1. RKame of Registrant

The registrant's name, as set forth in Item 1, must be consistent with the provisions of Section 35 of ‘the
| Investment Company Act of 1940 ("1940 Act®). Section 35{d) provides that a registered investment company may
v not use a name or title which may be deceptivé or misleading. If the registrant’s name suggests a certain
type of investment cbjective. its name should be consistent with its stated investment ‘objective,

If a trust has a name that iupnes that its distributions will be exempt from federal income taxation, sub~
stantially all of the trust's net assets ghould be invested in tax-exempt securities. The staff takes the
position that a trust must have at least 95%°'of its net assets invested in tax-exempt securities in order t.o
have gubstantially all of its net assets 8o invested.

If the registrant’s name implies that ‘it will invest primarily in a particular type of security, or ina’
certain industry or industries, the registrant should invest at least 80% of the value of its total assets
in the indicated type of security or industry., Any substitution or addition of securities to the trust
portfolio should be consistent with maintaining this percentage. )/ FRurther, the registrant’'s name may not
be 20 similar to the name of an existing investment company as to cCause confusion. Finally, a registrant
shouldf :efet to Guide 20 if its nane reflects a characterization of the maturity of the trust's securities
portfolio.

: For: guidance in responding to Item 1 the registrant should refer.to Investment Company Act Release No. 5510
5 {october 8, 1968) which, among other things, concerns the proprietary rights of an invegtment company in its
: name,

Guide 2. valuation of Sewtltlos Being Offered

teu 11 requires a registrant to identify in the prospectus the method used to value tryst assets. In some.
circumstances, value can be determined fairly in more than one vay. For securities traded on a national
securities exchange, valuation normally should be based on market value when readily available, 3/ If a
security was traded on the valuation date, the last reported sale price generally is used. In the case of
pecurities listed on more than one national securities exchange, the last reported sale, on the date of
valuation, on either a composite transactions reporting system or the exchange on which the security is

- principally traded should be ueed or, Lf there were no sales on that exchange on the valuation date, the. .
last reported sale, up to the time of valuation on the other exchanges should be used,

If there was no sale on the valuation date but published closing bid and asked prices are available, the
valuation should be within the range of these quoted prices. Some companies as a matter of general policy use -
the bid price, others use the mean of the bid and asked prices, and still others use a valuation within the
range of bid and asked prices considered to best represent value in that circumstance; each of these policies
is acceptable if consistently applied. Normally, the use of the asked price alone is not appropriate, -Where,
on the valuation date, only a bid price or an asked price is quoted or the spread between bid and asked prices
ig substantial, quotations for several days should be reviewed. If sales have been infrequent or there is a
thin market in the security, or the size of the reported trades is not tepresentative of the fund's holding

(as in the cdse of certain debt eewtitles) ¢ Eurther consideration should be given as to whether "market
quotations are readily available.® If it is decided that they are not readily available, the alternative
method of valuation prescribed by Section 2(a) {41), that is, “fair value,” as determined in good faith by the.
trustee or its appointed person, should be used. . . .

Por debt or equity securities traded over-the-counter where cloging prices are not readily available, guotations
should be obtained from more than one broker-dealer, particularly if quotations are available oply from broker—
dealers not known to be established market-makers for that security. A registrant may adopt a policy of using
a mean of the bid prices, or of the bid and asked prices, or of the prices of a representative selection of
broker-dealers quoted on a particular security; or it may use a valuation within the range of bid and asked

] prices considered to best represent value in that circumstance. The staff will consider any of these policies

' appropriate if consistently applied. If the validity of the quotations Eor securities traded over-the-counter

. appears to be questionable, or if the number of guotations indicates that there is a thin market in the security,

: further congideration should be given to whether "market quotations are readily avallable.® 1If it is decided

that they are not readily available, the security should be valued at "fair value® as determined in good faith

i by the trustee or its appointed person.

To comply with Section 2(a) (41) of the Act and Rule 2a-4, the trustée or its appointed person mist satisty

- ltself that all appropriate factors relevant~™to the value of securities for which market guotations ave .
not readily available have been considered and determine the method of arriving at the fair value of each such
security. WNo single standard for determining “fair value in good faith® can be established, since fair value
depends upon the circumstances of each individual case. As a general principle, the current "fair value"
of an ismue of securities being valved would be the amount which the owner might reasonably expect to recefive
for the securities upon their current sale. 3/

2/  Investnent Company Act Release No. 7221 (June 9, 1972) (37 FR 12790 (June 24, 1972)]. Registrants
often value their debt securities by reference to other gecurities which are considered comparable in
tating, interest rate, due date, etc. {often called "matrix pricing”) or rely on pricing-services,
which uge matrix pricing for valuation of these securities. msponaibihty fo: using a proper priclng
method rests with the registrant.

t Y  See Guide 14 - Concentration or Other Significant Holdings.

¥y See Investment Company Act Release No. 6295 (Decesber 23, 1970) (35 PR 19986 (December 31, 1970} ), for
8 general discussion of the factors to be congidered in this determination. .
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Guide

Restricted securities are securities which cannot be sold to the public without an effective registration
statement under the Securitles Act. These securities generally do not have readily available market quotations.
They must, therefore, be valued in good faith by the trustee or its appointed person. It would be improper
for the trustee or its appointed person to value these securities at the market quotation €or unrestricted
securities of the same class without considering other relevant factors,-although the market quotation may

be a factor considered in structuring the final valuation, §/ The existence of a shelf registration for the
restricted securities may be properly considered as another factor in the determination of the value of such
securities, but there may not be an astomatic valuation at marker price based om this factor alone. 6/

3. Restricted Securities

Up to 40% in face amount of .the securities in any series of a unit investment trust may consist of restricted
securities, If the series meets the three conditions described below. Por any series which contains restricted
securities, all secucities in the portfolio must be valued by an independent evaluator at the time the securities
are deposited in the trust and during the time the series continues to hold restricted securities. (See Guide 2.)
For purposes of this guideline, the term ®restricted securities® ghall mean those securities that cannot be

sold publicly by the trustee without zeglsuatlon under the Securities act of 1933, as amended.

The first condition is that sales of any semntxes from the portfolio will not result in (i) restricted securities
constituting more than 508 in face amount of the sécurities remaining in the series after the completion of

the sale, and (ii) the series holding less than '$250,000 in face amount of any obligation which i a restricted
security or legs than 1,000 shares of any preferred stock which is a restricted security.

The second condition is that the sponsor malintains a secondary market in the units of the series after the
umits are originally issued, Alternatively, if for any reason the sponsor discontinues its maintenance of -
a secondary market, the sponsor must purchase units of the series tendered for redesption at a price not less
than the current redemption price for units of the series if (i) it would be necessary for the series to sell
restricted securities to meet tedemptions and (ii) it is not feasible to dispose of the restricted aecuritias
within the perjod during which tendering unit holders are required to be paxd.

Under the third condition, any series contaimng restricted ‘securities with a value equal to more than 10%
of the face amount of the portfolio securities must be reasonably diversified. The sponsor must limit its
Jeposit of the securities of any single issuer, or of any two or more affiliated issuers, to less than 103
of the value of that series.

If all three conditions are not met, the series may hold up to 108 of the face amount of the portfolio securities
in restricted securities or other illiquid securities.

If restricted securities are to be included in the portfolio of a trust, the percentage of restricted securities

. in the portfolio must be disclosed in the prospectus. The policy of investing in restricted securities, and

Guide

Guide 5. Advance by Trustee .

the risks related to the specific restricted securities, should be briefly discussed in response.to Iteas 5

and 9. Registrant must also briefly discuss any other material upact the inclusion of restricted securities
may have on the series,

The percentages set forth in this guideline will not apply in situations where the pottfouo contalns restricted
securities for which the principal market is ourside the Dnited States. The maximum percentage in these cases
muist be determined on a case-by-case basis, taking into consideration, among other things, the liquidity of
these restricted securities in their overseas markets., For purposes of Form N-7, securities which are actively
traded and have a principal market outside the United States are not considered restricted securities,

4. neposit of Contracts to Purchase ASecurities

The sponsors of a trust may deposit in the trust, in lieu of the securities listed-in the portfolio, contracts
to purchase those securities together with the amount of cash, cash equivalents and letters .of credit issued
by a comercial bank or banks required to purchase the securities, If letters of credit are to be deposited
as stated above, the bank(s) issuing these letters of credit must be identified in Item 3 of the prospectus as
filed under the final pricing amendment to the registration statement. If the name of the bank(s) 18 unknown
at the -time the pricing amendment is Eiled, the name(s) may be amitted, provided it appears in the. prospectus
filed with the Commission under Rule 424(b). Contracts to deliver securities may not exceed 120 days from the

effective date of the registration statement of the series to the date of investment in the security named in
the contract. . .

- -

If the trustee may make interest-free advances to the trust to pay periodic income distributions to unit
holders of the trust and subsequently be reimbursed out of income received by the trust from distributions

on securities in the trust's portfolio, Item 10 must briefly describe the circumstances under which the
advance may be made.

g g e

Investment Company ACt Release No. 7221, supra.

Investment Company Act Releage No. 5847 (October 21, 1969) [35 FR 253 (pacember 31, 1970)].
Investment Company Act Release No. 6121 (July 20, 1970).

-3~



A

v ?

~Federal Register / Vol. 52, Nb. 5i / Tuesdey, March 17, 1987 | Proposed Rules

Guide 6, Guarantors, Letters of Credit and Collateralized Securities
¥When portfolio gsecurities are guaranteed, s\lbject to a put agreement or letter of credit, and/or collateralized
as to the payment of principal or interest in connection with thé deposit or holding of ‘the securities in the
trust, provide a brief description of the following in Item 3. ) )
1. guarantors: - . - °
(i) name of gquarantor; . - -
{i1) nature and scope of guarantee, including materfal 1h4u,tionsi and
(111) information about the guarantor's financial statements os'required by Item 16;
2. put agreements, buy-back agreements: ’ ' '
(1) name of party mbject to put or buy-back agreement;’
(ii) substance of agteewent or comuitment including mu:lal limitations; and
. uu) informatfon about the pu;ty's inancial statements as tequired by Item 16;
3. lette:s of credit:
(i) npame of party issuing letter of credit;

(i1) 8 general description of the scope and terms Of the letter of credit, including waterial unitations,
and

(1il) information about the ismier's ﬂnanclal statements as required by Item 16; and
4. oollateralized securities: . : 7
(1) @ general desr:ziption of collateral; - - .

(ii) scope and material terms of the agreement under whh:h the aemrities are oouatetauzed,
. ux;lu'ling material limitations; -~ | o

(1i1) custodial artamemnts{

{iv) ptocedurels for valuation; and '

(v) conditions for increasing or adding collateral.
Guide 7. Insurance of Portfolio Securities ° ’

When pon:tolio .eecurities are ingured as to the payment of principal or interest in comnection with the
deposit or holding of securities in the. trust, ptovide the fonowmg infomation in Item 3.

1. A discusgion of the nature and scope of the insurance, includlng,
(1) oconditions of or limitations on coverage; 7/
(ii) procedures for and manner of insurance payment; ' .
(i11) whether insurance is effe_ctlve>m1y vhile certain securities are held by the trust;
(iv) effect of irfsurance on any rating assigned to the securities by any rating agency; and -
{v} information about insurer's financial statements as required by Item 16. .
~ 2. A brief description of the relation of ingurance to the valuation of portfolio securities, including:

(i) a statement, if applicable, that insurance does not guarantee market value of portfolio-securities
or of umtsof the trust; and

(ii) the circumstances under which insurance would be considered in the valuation'of portfolio semrities.
including valuation upon default or threat of default of payment by xssuets of portfolio secuzlnes.

3, A statement that any payments made purguant to the lnsurnnce poliq, e.9., payments on de(ault of tax-ewpt
securities, may have tax consequences to mlu\oldets. )

3/ The staff takes the position that any such insurance must be non-cancellable by the insurance company while
he! the trust and the maximum insurance premiums must be fixed at the time of purchase for the life of )
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8. Speclal Redemption and Call Provisiong

If any securities are subject to sinking fund, recall or special redemption by their issuvers, provide the
price and first possible date of recall or redemption in the designated column of the achedule of investments
required by Item 3(a) or by footnote. If another date is more probable (e.g., first optiomal recall date),
that other date may be used if the reason for using the other date is explained in a footnote. Disclosure can -
be omitted if the early call or.redemption feature would not be material because the likelibood of call or
redemption is remote. If 25% or more of the portfolio securities are subject to special or extraordinary
redemption provisions, so state in response to Item 5. State, if applicable, that unit holders may suffer
adverse income tax consequences and provide a brief description of the potential impact on estimated current
retutn, If 258 or more of portfolio securities are subject to early call or redemption, care should also be
taken by the registrant and sponsor that the potentially early call or redemption does not contradict the
investment objective of the trust or result in its early termination. )

9. Replacement of Falled Securities

where the trast includes contracts for the purchase of securities that could fail or otherwigse not be delivered,
state the conditions under which the trustee is directed to acquire, and the procedures for acquiring, other
securities in response to Item 9. The replacement securities must (i) meet the investment criteria established
for the initial selection of securities, (ii) have a purchase price not exceeding the amount of funds reserved
for the purchase of the failed securities, {iii) be purchased at a price that results in a yield to maturity
and a current return at least equal to that of the failed securities as of the date of deposit, (iv) not be
"when, as and if issued” securities or ®delayed delivery® securities, and (v) be purchased within 20 days

after delivery of the notice that the contract to deliver securities will not be honored. These conditions
should be disclosed in response to Item 9, Disclosure also should be made of the fact that, if no replacesent
is made, the trust will refund to unit holders the principal amount and the sales charge attributable to the
failed contracts. Briefly discuss the impact of a falled contract on current return, the incoms taxation of
the investor, and provisions for payment of accrued interest,

10. Additions or Substitutions of Securities -

Additional securities may be deposited in the trust Subsequent to the initial date of deposit only if the
securities substantially replicate the composition of the initial portfolio in temms of specific securities -
and maturities, Under Section 4(2) of the 1940 Act, a unit investment trust is defined as an investment

company which, among other things, may issue securities, each of which represents an undivided interest i{n a
unit of specified securities. The term “specified securities® reguires that any additional securities deposited
in the trust, pursuant to either a reinvestment of dividends or a subsequent offering of additional trust

units, substantially replicate the initial composition of the trust portfolio both as to specific eewntles
and actual maturities of that portfolio.

In pome casges the trust indenture permits the sponsor to direct the trustee to dispose of portfolio securities
and substitute new securities. The stafE takes the position that Section 4(2) of the 1940 Act contemplates

that the disposition of portfolio securities and the reinvestment of proceeds from such disposition in substitute
securities would only occur under.unusual circumstances, i.e., circumstances indicating that the credit worthiness
or economic viability of the issuer of the portfolio security in question is seriously in doubt. A trust

would not be not permitted to sell securities and reinvest proceeds in substitute securities solely because

of the decline in value of a portfolio security due to general market or industry conditions. 8/ where a
condition occurs which permits a trust to dispose of portfolio securities and reinvest the in substitute
securities, the new securities must meet the investment objectives established for the initial selection of
securities in terms of type of security, yield to maturity, and quality. Registrant shall disclose in response
to Ttem 9(b) the conditions for any substitution of securities and that, as required by Section 26(a) {4) of .

the 1940 act, when a substitution of a portfolio security is made, notice will be sent to unit holders within
five days after the substitution.

11. Securities Ratings

Securities ratings are required in the prospectus in the schedule of investments to the extent that the
investment objective. or policies of the trust specify a minimsm grade or investment grade for portfolio
securities held by the trust, wule 436(g) under the Securities Act provides that the ratings assigned
to a class of debt securities, a class of convertible debt securities, or a class of preferred stock by

a nationally recognized statistical rating organization {including a rating made on the basis of insurance
provided by a third party) may be included in a registration.statement or prospectus without cbtaining the
consent of the rating organization as an expert for use of its rating. However, If a rating organization
rates a trust as a whole, and not its individual securities, a consent of the rating agency'is required
to be filed with the registration statement pursuant to Section 7 of the Securities Act.

whece reference in the prospéctus is made to a rating of the units of the trust, the following information
-should be included in response to Items 3 and 9(d): (1) any other ratjing intended for public digsemination
assigned to such trust by a nationally recognized statistical rating organization that is available on the
date of the initial filing of the document and that is materially different from any rating disclosed; (2) the

See PainewWebber Bquity Trust, Growth Stock Series, {(pub. avail, September 24, 1986).
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name of such rating organization whose rating is disclosed; (3) each such rating organization's definition or
description of the category in vhich it rated the trust of securities; {4) the relative rank of each rating
within the assigning rating organization's overall classification system; and (5) a statement fnforming v
investors that a security rating is not a recommendation to buy, sell or hold securities, that it may be
subject to revision or withdrawal at any time by the assigning rating organizatfon, and that each rating
should be evaluated independently of any other rating of the same security by a different rating organization.

where a securities rating of the trust or a portfolio security referred to in the prospectus materially changes
and if that change could materially affect the rating of the entire portfolio, the registrant should disclose
the rating change by means of a post-effective amendment or sticker to the prospectus.. Disclosure of the
rating change of a portfolio security may be omitted if the change would have no material impact on the rating
of the entire portfolio.

12. Investment (bjective and Policies

The registrant's investment objectlves (including the types of securities in which it will lnvest) should
be clearly and concisely stated in the prospectus, .

The prospectus should emphasize the principal types of investments the registrant has made and the basic
risks inherent In such investments, For example, if the registrant invests in other than high-grade

bonds, 9/ it ehould concisely but clearly discloge in the prospectus the risks involved in such investments.
piscussions of types of investments that will not constitute the tegistrant's principal portfolio

emphasis should be as brief as possible and, if not more than 5 percent of the registrant's net assets are
at risk, may be limited to identifying the particular type of investments. To achieve the objective of.
clear and concise disclosure, registrants should avoid extensive legal and technical detail and need

not discuss every possible contingency, such as remote risks. 10/ ~

The response to Item 9 should include a brief discussion of those trust indenture prowisions: relating to the
investment objectives and portfolio securities of the-registrant.

13. Allocation of Risk Disclosure

Items 5 and 9 require discussion of the principal risk factors associated with investment in the trust. 1In
general, Item 5 requires a discussion of risk factors which are specific to the particular securities contained
in a series of the trust, Item 9 requires a more general discussion regarding the risks associated with the
the types of securities which may be included in a trust. Risk factors should be briefly discussed in response
to Item 5:

(8} Hheteithe risk is specific to the security, e.g., legal proceedings materially affecting a portfolio
security;

(2) vhere the risk relates to concentration in an industry or an issuer; or

{3) where the risk relates to the credit-worthiness of the issuer of that security or to features peculiar to
that security, e.g., a related buy=-back or collatetization agreement.

Risk factors should be discussed in Item 9 where the risk pertains to the type of security which is or may
be held by a series of the trust (e.g., housing bonds). .

14. Concentration or Cther _significant Holdings

Section 8(b) (1) of the 1940 Act requires every registered investment company to include in its registration '
statement a recital of its policies with respect to concentration. It is the position of the staff that
invegtment (including holdings of debt securities) of more than 25 percent of the value of the registrant's
total assets (applied on a series by series basis) in any one industry or group of industries represents
concentration, 1I€ the registrant intends to concentrate in a particular industry or group of industries it
should specify the industry or group of industries in which it intends to concentrate in response to Item 9.

1If the registrant has not disclosed its intent to concentrate in a given industry, no further investment
through substitution or addition of securities may be made in an industry if, upon making the investment, 25
percent or more of the value of the registrant's_total assets would be invested in a particular industry.
Hewever, when pecurities of a given industry come to constitute more than 25 percent of the value of the
registrant's total assets by reason of changes in value of either the concentrated securities or the other
securities in the trust, the excess need not be sold.

when a substantial amount of the assets of a tax-exempt bond fund are invested in securities.which are relateq
in such a way that an economic, business, or political development or change affecting one such security would
likewise affect the other securities, appropriate disclosure in the fund's prospectus in response to Item 5 is

9/ High-grade bonds are bonds rated in the top three rating grades by a natlomally recoynized statistical
rating organization. '
10/ See individual subject headings of these Guidelines oonoemh\g'dieclmre for specific types of securities,
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necessary. 11/ For example, each investment company investing in tax-exempt bonds should, if 25 percent or
: : more of {ts total assets are or may be invested in securities whose issvers are located in the same satate,
; indicate which states and the risks involved in investing in those particular states. - In addition, if a

. company’ invests or may invest 25 perceént or more of its assets in securities the interest upon which is paid
from revenues of similar type projects, [t should disclose this fact, identify the type or types of projects
and briefly discuss any economic, business, or political developments or changes which would most likely affect
| all projects of that type. Such disclosure might include, for example, proposed federal or state legislation
| involving the financing of the projects; pending court decisions relating to the validity of ‘the projects or
the means of financing them; predicted or foreseeable shortages or price-increases of materials needed for the
projects; and declining markets or needs for the projects. Also, if a company invests 25 percent or more of
its total assets in industrial development bonds, it should disclose this fact. 12/

NOT2: In aetemining industry classifications, registrants may use the current Directory of Companies Filing
Annual Reports with the Securities and Exchange Coswai ssiod, published by the Commission, or may select
their own industry classification twit such classification mist be reasonable. and should not be &o broad
that the ptimary economic characteristics of the companies in a single class are materially different.

miﬁe 15. Coverrment sacurities

' If the registrant is investing in United States Government securities, the response to Item 9 should reflect

i the conditions and to what extent it does so. If the registrant invests to a significant extent in Govermment

| : securities, the prospectus should include the following information: (i) the types of Government securities
in which the trust invests; (i) the principal Govermment agencies and instrumentalities in whose securities
the trust invests; and {iii) whether the securities of such agency or instrumentality are: (a) supported by
the full faith and credit of the tnited States, {b) supported by the ability to borrow from the Treaswry, (c)
supgorted by the credit of the agency or instrumentality, or (d) an explanation of how the securities are
supported by the nited States in some other way.

-

Guide 16. Original Issue Discount or Market Discdunt

If the trust holds original issue discount securities or market .scount  securities, list the amount of these
securities in the trust portfolio as a percentage of the market valie and principal amount of the securities
of the trust and briefly describe the risks and possible tax consequences related to holding theee securities
in the trust, Provide this information in response to Items 5, 6, or 9, as appropriate. This disclosure may -
be omitted if the aggtegabe amount and percentage of discount securities is not material to the portfolio as

a whole, .

Guide 17. Deep Discaunt.or Zero-Coupon Securities

! If the trust holds deep discount or zeto-coupon aecunties in its pottfolio. provide the following information
in responge to Items 5 or 9:

1, ' a brief description of the securities; - o

‘2. -a comparison with traditional securities;

3. if applicable, a statement that unit holders may realize either adverse or Eavorable tax consequences, to
the extent these tax consequ are not di d in Item 6;

4. risk disclosures speciﬁc to these kinds of securities including the risk oE heightened price volatuity
’ lcompared to other: kinds of securities) related to changes in interest rates.

i " Giide 18. Pbrt.gape Backed Securities

Discuss briefly the following aspects of mortyage-backed securities issued and/or guaranteed by a government
agency held in the trust portfolio, This information should be briefly described in response to Items 5 or 9:

(i.) nature of securities, including role and guarantee of any guarantor; *
| . (§1) maturities and average life of securities;

-4 likely condxtions for and consequences of ré&demptions pursuant to pzepaynent of mortgages or othet
1 events; and

, ' {iv) possible consequences to .investors of discount or premium purchase of securities by the trust.

I _y - Investment Company Act Rel. No. 9785 {May 31, 1977) |42 PR 29130, June 7, 1977}. Concentration under Section

i © T 'g(p) (1) is ot applicable to irvéatments in tax-exempt securities issued by govermments or political subdivisions
) ’ of government because Buch ismuers are not considered to be members of any industry. However, this exclusion
does not eliminate the requireMent for each tax-exempt bond trust to disclose its policy on concentration, Such
I ~ a policy would apply to tax-exempt bonds {ssued by non-goversmental entities as uell as to other securities to

| which such policies normally apply,

1/ .
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19. Municipal Lease (bligations

For trusts holding municipal lease obligations, provide a concise dxsmssion of the following in response ‘to
Items 5 and 9:

1. description of the municipal lease obligations and collateral related theretoy,

2. average range of maturities;

© 3. concentration disclosures, both as to similar types of revenue sources, e.g., mmiclpal lease ﬂnancmg,

Guide

and as to particular states or geographic regions,

4. description of standard provisions of these.obligations;

5. risk disclosures specific to these kind of securlties. including risks related to:
(i) non-appropriation by municipality;
(ti) credit risks of issuing mumnicipalities;

" (111) market value declines and their relation to fluctuations in interest rates;

(iv) 1liquidity of the obllgations_, and possible effect on redemption values; and
(v) risk of deprecfation of the collateral;

6. des:tipticn of any secondary market for these obligations, including a statement of whether the
gponsor will maintain a secondary market in these obligations;

7. policy of trust with respect to possibility of failure of obligations, i.e., Eailun.:e of party to.
deliver equipment pursuant to an obligation;

8. procedures for evaluation of these obligations; and

9. comparison of features and risks of investment in municipal lease obligations to investment In
mmicipal bonds or notes of gimilar maturities,

20. Maturity of Trust Portfolio

If the trust has a name or investment cbjective that characterizes the maturity of its securities

portfol io, the dollar-weighted average portfolio maturity of the trust must reflect that characterjzation. .
The staff takes the position that a short term series (or portfolio within a series) must have a dollar-weighted
average portfolio maturity of not more than three years; a short/intermediate~term series (or gortfolio within
a series) must have a dollar-weighted average portfolio maturity of more than two years but less than five -~
years; an intermédiate-term series (or portfolio within a series) must have a dollar-weighted average portfolio
maturity of more than three years but not more than ten years; an intermediate/long series (or portfolio within
a series) must have a dollar-weighted average portfolio maturity of more than ten years but less than Eifteen
years; and a long-term geries (or portfolio within a series) must have a dollar-weighted average portfolio
maturity of more than ten years. Registrants should refer to Rule 2a-7 under the 1940 Act for determining

the maturity of a portfolio security in the calculation of average portfolio maturity.



