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would prevent you from paying a preferred stockholder a dividend, 
even though i t  is a limited amount. 

Section 20, "Proxies; voting trusts; circular ownership," is sub- 
stantially the same as in the old bill. 

Section 21, "Loans," is substantially the same as in the old bill. 
With respect to dilution, we have this suggestion : That in the first 

instance the N:ttional Association of Security Dealers under the -Maloney Act should deal with that problem to see if they can work 
jt  out within a year. After the pear, the Comrnissio~~ can make rules 
and regulations mith respect to that problem. 

The approach is that if the dealers can work i t  out to the satisfac- 
tion of the Commission we shall be glad to see the industry police 
itself. I f  the Commission feels they have not dealt adeqnately with 
that problem in accordance with the standards set forth in the act, 
then the Commission can provide rules. 

I f  the association adopts rules satisfactory to the Commission, 
then the Comn~ission can make them its own, and everybody will be 
subject to them, whether a member of the association or not. 

Senator WAGNER.That is interesting. Where is that? 
Mr. SCHFNKEH.Page 65, section 22. 
Senator WAGNER.All right. 
Mr. SCHENKER.Page 70, section 23, "Distribution and repurchase 

of securities": I n  order to stop this practice in the old days of issu- 
ing stock of investnlent companies for personal services, this biIl 
says that no company hereafter can issue any of its stock except for 
cash or securities. We hare included provision that no company can 
sell its own stock below asset value, except in accordance with the 
limitations we have liere prescribed. 

I n  connection with the repurchases by closed-end companies of 
their own stock, we have made a provision that they can do it in the 
open market; they can do i t  by tenders, in accordance mith such 
rules as the Commission may formulate. However, they must tell the 
stockholders, in advance, of their intention to repurchase their own 
stock, so that all their stockholders-and not only the oficers and 
directors-know when the company is repurchasing its own stock. 

That is a very salutary provision. The stockholder who is not an 
insider knows that the company is  doing it, and he can make up his 
mind whether lie wants to avail himself of the opportunity and 
sell his stock buck to the company. He is approaching a parity 
of treatment with the insider. 

Section 24, "Registration of securities under Securities Act of 
1933," is the same as the previous draft. 

Section 28, on page 73, "Plans of Reorganization"-you remember 
the old proposed bill provided that reorganizations should be subject 
to  the approval by the S. E. C. That provision was opposed. The 
compromise we have worked out is that 111 connection with a reorgan- 
izat~on which includes general offers of exchange. 

Senator WAGNER.YOU are speaking of legal reorganizations? 
Mr. SCHENKER.I an1 talking of voluntary reorganizations. 
Senator WAGNER.Oh, yes. 
Mr. SCHENKER.Reorganizations under 77 (b) me do not touch. 
Senator WAGNER,Yes. 
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Mr. SCHENKER. There is a specific provision here stating that no 

provision here shall act in derogation of the power of the courts 
under the Bankruptcy Act. 

But the voluntary reorganizations, mer em, and consolidations do 
not require the approval of the S. E. C. however, if any investment 
company that is irlvolved in that type of transaction wants to get 
a n  advisory opinion from, the. Commission with respect to the fairness 
of the lan, the Commission 1sauthorized to issue such an opinion on 
that p f'an;  or if 25 percent of the security holders want the Corn-
mission's advisory opinion, they can vet such an opinion. 

Otherwise, the jurisdiction of the Eommission is limited to the 
power to go to a court of equity and obtain an injunction against the 
plan, i f  the plan is grossly unfair. The term "grossly ~tnfair" was 
selected in order not to include that type of situation where there 
may be a reasonable and honest difference of opinion as to the fair- 
ness of the plan. However, if i t  is obviously unfair, then the Com- 
mission is authorized to get an injunction and stop the consummation 
.of the plan. 

Senator WAGNER. Then of course there is the court review. 
Mr. SCHENKER.Yes; then there is a court review; that is correct. 
Senator WAGNER.I meant that the injunction, of course, in itself 

gives the court review. 
Mr. SGHENKER.That is right; that gives the court the right to re- 

view the plan, to determine whether or not i t  is grossly unfair. 
S~nn torWAGNER.Yes; or whetlwr you are acting arbitrarily. 
Mr. SCHENKER.Section 26, "Unit investment trusts," is the same, 
Section 27, "Periodic payment plans," except for some changes in 

the language, in the technical aspects, is the same. 
Section 28, "Face-amount certificate companies," Judge Healy has 

explained the situation on these companies. We hope to be able to 
agree with them by tomorrow; and then we shall subinit to the com- 
lnlttee a draft of the language. 

Section 30, "Periodic and other reports," on page 89, is in some re- 
spects the same as the old draft, except there is a more detailed itemi- 
zation of the items that have to go into the report to stockholders. 
Rather than having broad language, urc?attempted to set forth those 
things which the report should deal with. 

Section 32, "Accountai~ts and Auditors," is substantially the same 
as the old bill, except I should like to call the committee's attention 
t o  one factor that the next draft I should like to submit will include 
a provision that hereafter the accountant must be selected by the 
directors ~ 1 1 0  are independent of the managers and the officers. Such 
selection has to be ratified at the next meeting of the stockholders; 
and the stockholders, by a majority vote, shall have the right to 
remove that accountant; and, fourth, any certificate or report of 
the accountant must be addressed to both the directors and the 
stockholders. 

So that you have the element here of the accountant in the future 
having some responsibility to the stockholders. The initial selection 
will be made by the independents on the board of directors, and he 
will be in all respects the accountant for the stoclrholders as well 
a s  for the directors, Senator. 
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Senator WAGNER.Let me ask you this: How do you define an  inde- 

pendent 1 
Mr. SCIIEKI~I:.Senator, an independent director is  a director who 

is not an illvestment :tdriser to tlie company, he is not a partner of 
that isivesfme~it adviser, and lie is not an officer or employee of the 
COlll])all y. 

That  is, the arcountant has to be sclectecl by those people on tlie 
board ol' chrectors wlio Il:~ve no pecuniary afliliation with the manager -" 
aii(1 1mre no aflilintiori wit11 tlic. officers and directors. 

SLt!latorWAGNER.Yes. 
Mr. $crrc;\iucrt. W ~ t h  respect to section 33. "Settlement of civil 

act ions"-:etile~llcnts of Ia-r~snits-you remember that there \ ~ n sa 
pi.uvisio~lin the oh1 bill for the Coamission's participating in that  
type of sitn:\tion. W l i ~ twe h n w  done with that is that we hare nladc 
l)~~,\-isiolitlmt iu ronncctiai with certain types of lawsuits under 
ct1rtain conditions the infos~nation sli:~ll be filctl with the Conmision,  
so rllilt the Comn~ission call stntly that aid see how to deal with that, 
. i ~ r y  iiripot*t:~lit ~ m b l r mo f  repiesentative ;~c,tions against i~~rcs tn ien t  
cou~panie~ ,so that we shall get the infor11i:ttion v i t h  respect to tha t  
type of situ.'1t '1011. 

Swtion 34, ''I>cut~~uc.tioniuld falsification of reports and rccorcls," is 
~Istu::lly t l~c .s:~nlr. 

Swtion 35,  "Unl:t\~fuI represeilt:1tioi1s and namesv-so f a r  as the 
l'utwr is concerned, we can stop any name illat is ~nisleading. So f a r  
ac the 1)resent bitantion is concerned, it presents a solue\~llat more corn- 
plic:~:ctl problem. l'hr Co~nnlission 11:1s tlie power, if the narl~e is 
~ n i s l r ; ~ c l i ~ ~ c  restraiiii!lp them in n n~:ttrrial resl)ect. to get an in j~~nct ion  
?'I on1 ~ ! ~ ~ i ~ i g  t l ~ tname. 

We h : ~ dto d is t i~ l~uish  between new coinpallies and old companies 
hwnusc crrt:ri~i ~oodwi l l  lias been I)uilC u p  witll respect to esisting 
1lmlc.s. You h a r e  the Tri-Contineilti~l Corporat~on. We do not w:mt 
to st(,]) tli:~t name, although :I person might sap, "I thought 1was 

to i~ i r r s t  in a company nllich invested in securities of three 
~ . u ~ i t i ~ l ~ n t s . ' ''Illlilt name is S X J ~materially misleading and we do not 
\::rut to dist~lrl)the goodw!ll that tlie company has h i l t  np. 

However, ill the future if a coli l~any \~ari ts  a name of "Old Age 
S(cure(1 I~ i~ r s to r s , "  tliat type of repwsent:~tion and that type of 
name will be stopped. 

We hare incorporatc.d a provision wliicli gives the Conimission the 
I ight to institute mi action to pet an injunction where the officers and 
directors and their. affiliated persons are guilty of gross abuse of trust 
or gross misconduct-section 36, "Injunctions against gross abuse." 
I n  that case the Commission goes to court; and the person will llave 
:I rielit to have his case passed on by a court. 

I n  connection with section 37, "Larceny and embezzlement," we 
i1ar.c specifically incorporated that provision because of the difficulties " :hnt \ ~ rsee the Federal Government has cncou~lterecl in connectior~ 
w\-;ththe enforcement of any of its acts. The Government is required 
to spcll ont a inail fraud case. Thjs bill contains a provision tha t  
:~l~vboflvguilty of enlbezzlernent of ~nvestment company funds shall 
be ~ ~ n i l t v  :L Federal crime :ind shall he prosecuted for that crime. of 

Wit11 respect to section 38. i'Rules. regulations, and orders; general 
powers of the Commission," I tliir~lr tlie only substantial change there 
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is tha t  n-e have made provision that before the rules and  regulations 
a r e  formulated, the Comlnissiors, as  a matter of policy, slloulcl confer 
wi th  the representatires of the industry before it formulates its r ~ d e s .  

I11 order  not t o  create ot,ller p rob l~ ins  of j~trisclictio~~uldefects. v e  
have attempted t o  e l imimte t l ~ t  :~spei*tof tlie 1)rohlem by sagins 
tha t  tlie Commissiml is not  bo~mcl by the recortl antl. therefore, can 
rely on its o\vn knowledge :1nd information :nltl other sources of 
in fo~mat ion .  The record made does not coi~sti tnte ;I basis f o r  review. 

T h e  principle is t l ~ n tit is a statement of t-lle decl:uation of the policy 
of the Congress. ?'he S. E. C., hefore it fon:~ulates its r~ t l e s  :111cl 
regulatiolis, shon!tl continue tlic practic'e i t  has  followed in  the 
p s t .  of c!onfcrring with tile industry befort. it forrn~dntes  the  rnles 
:111d r ~ . g ~ ~ i a t i o ~ l s .  

,I thrnl; that is subst:ultially rigllt: is it ~ tMr.  Hr:dy? 
Mr. HE,\LY.Yes. 
nil8. SCI-IEXI~EE.The rest of the p80visions are similar, tmxpt  J 

sllould likr to 111:lkt. this o l ~ i ~ : ~ t i o i ~ :  \\-e Ilarc not given the  that 
definitioiw !be same t lmmagh going o x r  t11:it wr have givrn the otller 
sections: antl we n w  still pol~sll ing those tlrlinititrns. We 11r;pe t o  
1m11w t l le~n : twilahlt>il l  the  f r ~ t u r r  for the coi t r~i t t rc ' s  comkle~xt ion.  

Senator W.\(:SEK.C)f C O I I I . ~T 11awnot r w ( l  tlw Ihill : hnt ill COTIIICC-

tiou u.itll the rnalring of ~ x l r s .  you say tlixt n policy ~ l ~ o u l dhc CS-

pressed for c~~xr11t : l t ic~n I K R Swit11 the' int111stl.y's ~.cl,rrst?nt:~tiv(>s? 
not ~-rr\- cle:>r wbont t l~ti t .  

Mr. SCHESBEL:. ! I I ~p a p  101,Stnatol., ~ t ~ . ty ~ ~ :  io11 39 ( 11 ) .  
S n ~ a t o i ,  W h : ~ t  are the 1.riec1lanic.s of i t ?W,K;NEI:. 
Mr. SCI-IENI~R( i ~ a t l i n y ): 
It. is 11(~w11y to  i v  tlw ]>~)licy t11:1t.11~fi1w( l t ~ l : ~ r i ~ l  of ~ I J Pr o ~ ~ g r t w ~  iwli!lg n~~(lcr  

I l l is  title :IIIJ- sn~lcor r~qnl;~tion rjglits. ln'irilrgcs, which :rft'rcts 111(, sr~l)st;~~:tivr 
or ol~li.:.:~tiol:s of lwssons. tlic (:i~t!~:l~i+ionc~fany c1:1ss or c.l;~wr~ or. :11yrupi%:1te 
offict~~s ~ ~ l l ~ l l l t  of  the C ~ : W ~ P Roi' the C(oinn~is~ior~ \\-it11 ~ ~ p ~ ~ w t i l t i \ ~ s  of pwsans 
t hus  ;~ll'(~vt(.vI,if : in ( l  t o  t11~( ~ t ~ ~ l t>1icl1 c1111s111tatio11t1i:tt is ]mi(.tic:iblv 

n i t h  tht. 1n1l)lic il:tts:wt. It is lilte\r-isthcleclaretl to 1 1 ~co~isistc~nt tlie jlo1ic.y o f  the 
C O I I ~ W S ~  t h c ~  drlr~:~rl(lt hil t  ~ ~ h c u e w l '  is ;I  w l ) s t i ~ n t i ; ~ l  for n l)nt)lic li~:?rillgrc'gnrrl-
i n g  t b r  provi~~itr~isof :uny swli r u l ~01. r 'vgnht io l~ ,and  ~uldcr tlrc circnn~ct:~oces 
snch ;il l t~ i~ r ing  :r!~l i n  t lw 11ul1licintc'rtvt. suc311 n h ~ ; i r i r ~ paplwars ~~ractical~lc be 
held Iwl'cw the1 issnnnc(~of s1ic.11 rille or rc~gnl:rtio!~. Thi, eCe(+i~:ltio~~tlieof  

of r l l i ~sril~scctii~ri to the Corilrnis~io~i,11o1ic.~- is c20mniitrrdc~sc.l~~si\.c.ly x!lii.h s l d l  
not 1 1 ~  or c~~r i f iuc~d ;IIIJ. r;ni.h coilcl~lti~- 1~1)nnc-l to : I I I ~record m;itle in thv conrst. ( ~ f  

!!w cw~rciseof rlit, ('ol~lmirsiorl'st1isc~c~ti1-IIItion or lnil~lic'hc~iri l lg,: r ~ ~ t l  I~wci~rrtler 
not 11t~w l ~ j t ~ ( T  11ui it ?11:111 1 ) ~t h ~sI1~111 ti1 j~ l ( l i v i : dor o t h ~ rw \ - i e \ ~ :  1111t.vof  the 

ill f ~ t ( ~ 1 1  snI)n~ifte(lt o  the ( ' ( I I I ~ I W S  I I I I ~ S I I : I I I ~Co~im~issio~~, au1111:11 I ~ I I C ~  to  S W ~ ~ I I I I  

of I I I ~ ( ~ C ~42, t u  clewibe tlrt. l ir ; lcti~~rs:rnd ~,q)c.ri;s:~c.c thc Corn l t l ixs i (~~~ this 
sulwectior~dnring the 1)rc.ct~rlingyenr. 

T-Ynless you h ~ r ep1ir:!sc.ology lilw tliat, Scwntor, yell may yet your- 
self into tliffi~icllitie,i e n y v  til:~c qou Fori~~irlxtc:L rnl r  01. ~.tlg,rlil:ltioi~. 
The qwst ion Irlay 1w ~xisc t l :  "Did yo11 c .oa for~)  wit11 tlw precise 
~nethot lof ,g i \ . i i i~not ire 2'' 

get ~ O I I ~ S P I F  ~ r l ~ e r e(-hyou I ~ I : L ~  into :I ~ i t n : ~ t i o n  11o1xdy ellows n p  
for a lwar i~ lq  x11ew. a p l ~ ~ w ~ t l y .  O I I ~h:t> :11iy i ~ ~ t e w s t  110 :111(1 110 

for111:tI rrcortl is 1n:tdc. 
Senator \ ~ . I G X E R .  These rnlrs and regdnt ions  are not snbject to 

review a t  :ill. w e  they?  
Mr. SCHENHEH.Yes: they we. 
Senator l \ T a ~ ~ ~ ~ .  yell read that  they are  not. 1 t l ~ o i ~ p l ~ t  
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Mr. S C H E N ~ R .NO;I said-
The effectuation of the policy of this subsection is committed exclusively t o  

the Commission, which shall nok be bound or confined to any record made in 
the course of any such consultation or public hearing, and the exercise of the 
Commission's discretion hereuuder shall not be subject to judicial or other 
review. 

Senator WAGNER. 
"

Oh, yes; I misunderstood. 
Mr. SCHRNKER.I thought the record should indicate unequivocally 

that to no small extent the industry itself is responsible for the inclu- 
sion of this provision, as well as the Commission. They feel that t,his 
is a way, so far as the industry is concerned, of dealing with the whole 
subject of rules and regulations. 

Senator F~AGNER.How do you determine whom in the industry you 
should notify? You do not have anything in the law about that. 

Mr. SCHENKER.If they have an association, then it is a compara-
tively simple matter. 

Senator WAGNER.Yes. 
Mr. SCHENKER.The fact of the matter is that in the past, Senator, 

before any rule-so far as I know, and I was in the Trading Division 
and in the Investment Trust Division- 

Senator WAGNER.Yes. 
Mr. SCIIENKER. Before any rule was formulated the Commission 

called in the people who were affected by it. If  it affected exchanges, 
we consulted with the representatives of the exchanges; if it affected 
underwriters, we called in the underwriters. 

Here we had no difficulty in getting the representatives of $2,500,-
000,000 to $3,000,000,000 of the industry to talk to us for a period of 
11weeks. The Commission has always followed, so far as I know, 
t,hie procedure. 

As I say, that has been the general policy, although I am not 
sufficiently familiar with every instance of the fo~mulation of a rule 
or regulation by the Commission. 

Senator WAGNER. Yes. 
Mr. SCHENKER.But that is what the Commission has attempted 

to  do. This bill contains a codification of this practice and an ex- 
pression of intent of what the Commission expects to do in connec- 
tion with rules and regulations in the future. 

Mr. HEALY.If  I may interpose for just a moment, please? 
Senator WAGNER. Yes. 
Mr. HEALY.I do not believe that, when you get to the point of 

trying to write a rule, you can .get much benefit or put much depend- 
ence on the mere legal formalities ;that is, if you can sit down around 
a table with a group of people who are interested in a particular 
subject and discuss what a rule ought to be, I think you accomplish 
a great deal more than mhen you make a formal record and have a 
lawyer make a speech. -

Senator WAGNER.Yes. 
Mr. RF~LY.By this method that this statute envisages, you are 

also in a position where, if you have had some experience-as most 
of us have had down there-in the particular subject with which you 
are dealing, you are not expected to throw that experience out of the 
window, mhen you come to  write the rtde, and gwe your attention 
merely to formal testimony any more than a member of this com- 



mittee, when he comes to deal with legislation, may not use his own 
common sense and knowledge as well as anything that is in the record. 

Also you have to look out for the unpredictable emergency which 
comes up, as i t  frequently does, where you have to write a rule in s 
hurry or, again, to repeal a rule in a hurry. 

For example, if the S. E. C. found itself in the position where i t  
was very desirable to suspend trading on the stock exchange for any 
length of time or to suspend trading in particular securities-which 
we h a w  authority to do to a limited extent and to a further extent 
with the approval of the President-if the situation were bad enough 
to warrant any such action, I do not think there would be very much 
time for court reviews, notices, and formal records. 

Senator WAGNER.Yes. 
Mr. HEALY.And a great many of the rules that we pass, especially 

in the nature of exemption rules, are rules that are proposed by the 
various industries; they are for their benefit. 

Senator WAGXER. Then, i t  was the industry that suggested this 
particular provision? Is that so? 

Mr. HEALY.My memory is that this suggestion originated with Mr. 
Jaretzki, during the hearmg. I s  that right? 

Mr. JARETZKI.That is right. 
Mr. SCHENKER.Senator, if I may be so bold as to express a per- 

sonal word, I think I ought to express my personal appreciation of 
the most valuable help given us by the industry, particularly Mr. 
Alfred Jaretzki of Sullivan & Cromwell, Mr. Warren Motley of 
Gaston, Snow, Hunt, Rice, & Boyd, and Mr. Paul Bartholet of the 
Tri-Continental Corporation, and the assistance of Mr. Charles Jack- 
son, Jr . ,  of Gaston, Snow, Hunt, Rice, & Boyd, and Mr. John Sheffey, 
of the Tri-Continental Corporation, who have ~ o r k e d  day and night 
with us lo try to put this proposed bill in proper shape. 

Senator WAGNER. YOU are all to be comphmented. I think i t  has 
been a magnificent cooperative result. 

Senator HUGHES.We appreciate the cooperation very much; be- 
cause, of course, we do have doubts about a great many of the things; 
and we are glad that the industry itself has tried to cooperate in 
working out a real plan. It is very helpful to us. 

Senator N T ~ ~ ~ h x .I n  talking i t  over with the Senators, I know that 
one of the things about which we were concerned was this: While 
we were very anxious to remove the abuses, we did not want to do 
anything that would injure legitimate industry; and that is a prob- 
lem that you gentlemen, yourselves, have solved, I think. 

Now, we shall have to hear from the representatives of the face- 
amount companies; and then what else is there to be done? 

Mr. HFALY.The investment advisers-that is, we may not be able 
to agree; and if we cannot, then we shall report back to the com- 
mittee as to the respects in which we can agree and the respects 
where we disagree. 

Senator HTTGHES.It ought to be done very soon. 
Mr. HEALY.Yes; I think Monday morning ought to be the latest 

and should be the deadline. I think the committee could very prop- 
erl fix it. 

genator HERRING.It looks as if you are going to get along with the 
face-amount companies. 



IX'ESTMENT TRUSTS ANT) INVESTJIEKT C'OMPANIES1124 
Mr. S~HENICER.Senator, 1 have breri meeting with them day and 

night. They h a w  been very helpful, and I think we can get to- 
gether. 

I n  connection with the investment advisers, I think that Robert 
Page who repr~sentecl Scudder, Stcrens C !  Clark-yo11 rerneinber Nr .  
Janles X7hite of that firm testified \\--it11 respect to that bill-snbmittrd 
a draf t  of the bill to us, ~vhicli is tlie draft t h t  is i~iclnded in this -
new bill. I have not heard m y  oppositioii f r o n ~  ally investment 
.~tlviser\. I c:mnot sag ant1 Judge Healy cannot snv-as we are :\l)lo 
to  s:ry XI-it11 ~.esprct to the close-entlers ant1 the opell-cnders-ti1:lt we 
llare their :tfirrnatire apl)roval. The only thing wi. knov is that 
tlley l ~ v e  not disapprorecl the hill. We do not Ilare the stme :\firm- 
a t lw  :~pprowI  \\it11 ~.espect to  that title of t l ~ e  I~i l l  :\:: we hare with 
lesr)ect to titlp 1. 

That docs not mean that anybody is opposecl to it or that arlybotlp 
Iw~ictesScudder. Stercns b Clark is for it. Do you srr d1a t  I mean ? 

I Imam of no wav of I&ng able to say to the conmittee that this 
title 2 has the wme sanction that title 1 has. 

717 I!er-e are just one or t ~ v o  slight c h i ~ n ~ e r  i n  title 2 ;  and 1p c ~ m ~ a l l g  
fccl t!lat tlwre will not he nnv v i ~ o ~ o u s  objection to it. I think we 
!lave tried to meet all the objections that were :~sserted at the com- 
mittee Iirarii~g. 

Xfr. F1ea1,r. May I say one further word? 
Senator W.\GNI:R(cliairn~nnof the s~tbcornmittee) . Certainly. 
J l r .  HEALY.That is t h i ~ :  If we do not come to an imtlerstanclil~g 

with the face-;unourlt people, I think it is quite possible that n e  shall 
lwonlmend to  the conmiittee that  the 13rovision~ relating to face-
a n l o m t  companies be dropped from t h ~hill completely, mi l  that they 

111zde the subject of r e p r a t e  stutlv and separate legislation. 
TII other ~mtrrls. if there is a chalice of getting the rest of thc bill 

Ihrou,rrh without that. then I think it is wisc to take it. 
Srnntor HERRIA(:.I think that is wise. 
111.. SC'IIE:XJ<ER.Yet, on the other hand, in fairness to them, I think 

the recv)rtl should iriclicate that they want legislation and are trying 
to cooperate with us; and if they can work jt out. I think it ought 
t o  be incl~~tlrtl.I think legislation will hr helpf111 to tliem and will be 
Ii~lpfrtlto the investors. 

Senator HI~:I~ING.Ts not one of the difficdtics with them the 
matter of transfer of securities? 

Mr. S c r n l x a ~ n .  011  that aspect they do not reallv disagree with 11s. 
Smnto r  NI.RRING.No; but arc there not difficnlties? 
Mr. S~IJIWI~ICR.Thrg  say they have difficultie.; with five States 

nhich. by statnte, require them to inake a deposit with the State's 
v c n r i t i ~ s  comn~isrionrr. They moulcl love to  see a sitnation where 
ther  can del>osit with a ccntral depository. 

Senator HERRIXG.Yes. 
Mr.. SCIIE~;KCR.The question in Juilgc Healy's mind and in my 

OIW mint1 i s  as to wl~ich i4 tlie most effective way of accomplishing 
that end. Shall Ke attempt at this time-which mould bc a great 
11(~111to  tlioee companies-to i ~ ~ c l n d ein this legislation such pro\-ision 
n liich woultl put  c~eryboilv in the coulityv who is a certificate holder 
in that type of cornpany on a par it^-% 
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Mr. SCHENEER.And by that time we hope that we shall be able, on 

Tuesday, to ive you a final bill, down to the last comma and period. 
Senator I~?A$~CXJCR(chairman of the subcommittee). Yes; and then 

the rest is up to tho full  committee; and I cannot predict what they 
will do. Thank you. 

Mr; SCHENKER.Thank you, Senator. 
Mr. HEALY.Thank you, sir. -
(Thereupon, at  12 o'clock noon, a recess was taken until Tuesday, 

June 4, 1940, a t  10:30 a. m.) 


