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® Money Market Funds
® Equity, Hybrid, and Bond Funds

Note: All ICl tables exclude
ETFs, Closed-end Funds
and Unit Investment Trusts.
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ASSETS OF MUTUAL FUNDS
(BILLIONS OF DOLLARS)
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NUMBER OF MUTUAL FUND SPONSORS
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NUMBER OF MUTUAL FUND SHAREHOLDERS
(MILLIONS)

120

100

80

60

40

20

1997 2000 2010 2011 2012 2013 2014 2015 2016

ICI Research Perspective, Ownership of Mutual Funds, Shareholder Sentiment, and Use of the Internet, 2016 (October 2016) 5




K&L GATES

HOUSEHOLD OWNERSHIP OF MUTUAL
FUNDS (PERCENT OF U.S. HOUSEHOLDS)
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FUND INDUSTRY PLAYERS & REGULATION

 U.S. Fund Industry Vendors
* Principal Services of Fund Vendors

* Principal Regulatory Statutes and Regulators for
Fund Vendors

 Mutual Fund Distribution Channels




U.S. FUND INDUSTRY VENDORS
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PRINCIPAL FUND INDUSTRY VENDORS

(LwrrMs ) [consuitants ACCgUNT'NG E'RMS [ INSURANCE
+ K&L Gates LLP * Moringstar * Pricewaterhouse- COMPANIES
« Dechert * Broadstreet (3|09pers LLPh + ICI Mutual
« 10 other prominen * Accounting Firms * Deloitte & Touche LLP + Chubb
firms (est.) + Investment Bankers * KPMG LLP « St Paul
« 30 other small * LawFirms * Emst& Young LLP « Travelers
practices (est.) « Other ¢ Tait Weller & Baker LLP . AIG
Y ) * Cohen & Company . CNA




PRINCIPAL SE

Cawerns )

LAW FIRMS
o Legal
+ Consulting

Marketing Plans
Contract Review
Data

Performance Data
Board Governance
Advice

INDEPENDENT

PUBLIC
ACCOUNTANTS
o Audit
» Tax Returns
+ Consulting

/

/NSURANCE COMPANIE\

Fidelity Bond (Required)
e Directors and
officers/errors and
omissions insurance
e Supplemental coverage
for independent directors

-\ Cybersecurity policy J
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RVICES OF FUND VENDORS
G)NSULTANTS \
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PRINCIPAL SERVICES OF FUND VENDORS
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PRINCIPAL SERVICES OF FUND VENDORS
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PRINCIPAL SERVICES OF FUND VENDORS




K&L GATES

PRINCIPAL SERVICES OF FUND VENDORS
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PRINCIPAL SERVICES OF FUND VENDORS
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PRINCIPAL SERVICES OF FUND VENDORS

-
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LAW FIRMS
* Legal

« Tax

« Consulting

/CONSULTANTS \
« Marketing Plans
« Contract Review

Data
+ Performance Data
+ Board
Governance
kAdvice /

INDEPENDENT
PUBLIC
ACCOUNTANTS

* Audit
» Tax Returns

* Consulting

(&

)

-

o

INSURANCE
COMPANIES

* Fidelity

« D&O/E&O

* Independent
Directors

« Cybersecurity
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PRINCIPAL SERVICES OF FUND VENDORS
4 N

INDEPENDENT
PUBLIC
ACCOUNTANTS

o Audit
e Tax Returns

\- Consulting /

e

* Selection of Accounting Firm \
 Independent directors approve in person
« Shareholders

* Rule 32a-4

« Defining the Scope of Services
« Sarbanes-Oxley Act imposes additional
requirements regarding auditor independence
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INSURANCE COMPANIES




PRINCIPAL REGULATORY STATUTES RSaSGUE
AND REGULATORS FOR FUND VENDORS

LAW FIRMS \G)NSULTANTS \IKNDEPEﬂ \M \
* Not required to * Not required to PUBLIC COMPANIES
register register ACCOUNTANTS + Regulated by
* Advise clients on + Should understand | « Not required to PCAOB
regulatory regulatory register + Regulated by states
requirements requirements +  Must conduct audits
applicable to advice consistent with

j K /K SEC requirements/‘\ /
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INVESTMENT COMPANY ACT OF 1940

e Issues Addressed by 1940 Act (82(b))

* |nadequate disclosure

 Managed to benefit advisers and other affiliates

* Unsound valuation and accounting

« Changes in fundamental operations without shareholder approval
 Four Requirements Imposed by 1940 Act on Directors

» Approval of advisory agreements

» Approval of underwriting agreements

» Approval of Independent Auditors

« Valuation of securities for which no “market quotations are readily
available”
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PRINCIPAL REGULATORY STATUTES AND
REGULATORS FOR FUND VENDORS
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PRINCIPAL REGULATORY STATUTES AND
REGULATORS FOR FUND VENDORS
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PRINCIPAL REGULATORY STATUTES AND
REGULATORS FOR FUND VENDORS
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PRINCIPAL REGULATORY STATUTES AND
REGULATORS FOR FUND VENDORS

FUND
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PRINCIPAL REGULATORY STATUTES AND
REGULATORS FOR FUND VENDORS

FUND
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PRINCIPAL REGULATORY STATUTES AND
REGULATORS FOR FUND VENDORS

/I_AW FIRMS

* Not required to
register

» Advise clients on
regulatory
requirements

\

~

/CONSULTANTS \

* Not required to
register

« Should understand
regulatory
requirements
applicable to advice

J

\ /

~

/INDEPENDENT
PUBLIC

ACCOUNTANTS

* Regulated by PCAOB

» Must conduct audits
consistent with

SEC requirements

/ INSURANCE
COMPANIES

Company Auditor
Oversight Board

\

* Requlated by Public

* Regulated by states

~

/
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MUTUAL FUND DISTRIBUTION CHANNELS

PRINCIPAL UNDERWRITER TRANSFER AGENT
(DISTRIBUTOR) (REGISTRAR)
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