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1118 ~ ,  m a d s . c h i s ~ - ~ d a y  of  Hay, 1958, by and be~veen 
~""~'~.iCiaa Research Unit of  Che Wharton School of  Finance end Commerce, . 
~ v o r s i c y  of  Pennsylvania .  h e r e i n n f c e r  r e f e r r e d  Co an Research,  and the  
~ r i c i e s  and Bxchanse Commission, h e r e i n a f t e r  r e f e r r e d  ~o 88 the  ~ i e a l o n ,  

-., glTI~Ssl~rH 

b'II~RIL~I, the Cmmiesion i s  an~hor lsed u n d e r . S e c t i o n  lhCo) of  the  I n v e s t -  
!~Z .  Cempany ac~ of  1960 a t  such ~imes ~ lC deem8 thac  any e u b s t m C i a l  
~ h o r  i nc rea se  in s i z e  of  inves tment  companies c r ea t e s . , any  problem i n v o l v i n s  
~ .  p r o t e c t i o n  of  i nves to r s  ? r  the pub l ic  i n t e r e s t ,  co sake a study and in-  
~ CissCion of  the e f fac~s  of  s i z e  on..Che investment  p o l i c y  o~ inves~aent. ,  
~ a n i e e  and on s e c u r i t y  marke ts ,  on c o n c e n t r a t i o n  of  c o n t r o l  o f  wea l th  and 
~ C r y .  and on companies in which lures=ant companies are In~ereeced, and 
~i~dlrecCed from C/~e co Cine co report ~he results of ICe sCudles and in- 
~ISsCions and .iCe recommendations Co the Consress; and 

WH~RBAS,.In the  light of the pronounced, i n c r e a s e  in  t h e  neC a s s e t  va lue  
~f~ietasly InvestsenC cospanlee ,  the Comsisslon d e s i r e e  Co appr i se  I t s e l f  o f  a l l  
i ~  ~ f a c t s  and circumsCancee r e l a c l n s  Co the s u b j e c t ,  and Co obCaln the bane f l c  
i/~i:~hm ~u~elyse8 and views o f  ocher  q u a l i f i e d  exper t s  i n  Chic f i e l d ,  

NOW. THKRKPORK, the p a r t i e s  hereCo do hereby mutua l ly  a s r ee  as fo l lows:  

1. Research hereby under takes  Co;-.ensase in  a s tudy for  the  Cou~ 
~ i s s i o n  of  the  problems c r e a t e d  by the  s i z e  of  lnvesCmenc companies,  .p~rCicu- 
i"!,l~uly wi th  r e s p e c t  co the e f f e c t s  of  s i z e  on .the inves~nenC p o l i c y  of  4nveeC- 
~ C  companie s and, ~Co the e x t e n t  ChaC ~unde e re  a v a i l a b l e  as provided  in  
• psrasraph 6 below, the e f f e c t s  o f  s i z e  on the s e c u r i t y  marke ts ,  .and on t h e  
. ~ e n c r e c t o n  of  con t ro l  of  weal th,  and indus t ry  and on companies 'in which 
~iUvesCmenC companies e r e i n t e r e s t e d .  

, 2. Research w i l l  u n d e r t a k e  Co c o l l e c t  and analyze  dace- and 
S t a t i s t i c s  in the four sene ra l  areas  c f  the sub j ec t  ma t t e r  and prepare  
~p rop r i aCe  ~reporCs CO the Commission thereon:  

• • (a)  The manner and ex ten t  Co which~invesCmenC p o l i c i e s  are  
~f~eeCed by the s ize  of  investment  companies; ( b ) , r e l a t i o n s h i p  between the  
Size of  investment'  companies, c h a r a c t e r  o f  manasemenC, c o s t s  o f  o p e r a t i o n ,  
and performance of  investment companies; ( c )  r e l a t i o n s h i p  beCwean the  s i z e  
s t  the investment  company and the  s i ze~of  blocks o£ s e c u r i t i e s  purchased 
and so ld ;  the e f f e c t s  of  such purchaseJ  and sa l e s  o n  the secur iCy markets  
end the markeCln$ c h a n n e l s ;  and (d) t h e  ex tan t  Co which l a r s e  Investment  com- 
Panios con t ro l  or i n f luence  the  p o l i c i e s  and dec i s i ons  of  p o r t f o l i o  companles,  

3. IC is  unders tood CheC t h e  s tudy  w i l l  be p r i m a r i l y  d i r e c t e d  
to the ques t ion  of the e f f e c t s  o f  s i z e  on investment  po l i cy  and compara t ive  
performance of  i n v e s ~ e n c  companies buC ChaC the ocher  a spec t s  of  the  i n q u i r y  
Vi i i  be developed co the ex ten t  pos s ib l e  in t he  l l s h c  of  a v a i l a b l e  funds as 
provided i n  parasraph 6 below. R e s e a r c h , w i l l  commence i t s  s tudy tmmediaCoIy 
and endeavor co complete as much of  the  ~,ork compris ing the c o l l e c C i o n  of  
dace and m a t e r i a l  a s  poss ib l e  be fo re  Jun~ :~(, ~1~5~, the end of  the  Co~zaisetoBes 
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~iscal  y e a r .  i n c l u d i n s  t h e  p r e p a r a t i o n  o f  s p r e l L m / n a r y  q u e s t i o n n a i r e  t o  
be transmit ted to selected investment companies, llowevar, i t  Is nnderstood 
~ ~ of  these a c t i v i t i e s  w i l l  necessar i ly  extend beyond such f l a t s1  year. 

4. EnploymenC end immedia te  s u p e r v i s i o n  o f  Che p e r e o u n e l  | o r  t h i s  
~ tudy  s h a l l  be t h e  r e s p o n s i b i l i t y  o f  R e s e a r c h  and s a i d  p e r s o n n e l  s h a l l  I n n s  
WaY be deemed to  be employed  b y : h e  C o a m i s s i o n .  ~k~lever, R e s e a r c h ,  t h r o u s h  
~Cs d i r e c t o r  and manas£nS p e r s o n n e l ,  w i l l  c o n s u l t  w i t h  ~he Coumlaa lon  and 
~ t s  s t a f f  upon q u e s t i o n s  o f  p o l i c y .  R e s e a r c h  v i i i  a d v i s e  t h e  Commission o f  
~ t s  a c t i v i t i e s  from t ime  to  tLme and a d h e r e  t o  any da teL1Lne t~ons  made by 
~hs Gommisston r e s a r d i n 8  t h e  scope  o f  t h e  s t u d y  and t h e  n a n n e r  i n  ~h£¢h i t  
i s  b e l n s  c o n d u c t e d .  

5. W ithou t  I L m l t a t i o n  o f  t h e  f o r e s o l n K ,  R e s e a r c h  s h a l l  submi t  t c  
Che Commission i t s  p l a n  o f  s t u d y ,  d r a f t s  o f  any q u e s t i o n n a i r e  and a l i s t  o f  
C h e c o m p a n l e s  t o  wh ich  i t  s h o u l d  be s e n t .  Data w i l l  be c o l l e c t e d  by  ~he 
~ommiss ion  f o r  s t u d y  and a n a l y s i s  by R e s e a r c h  i n  I t s  c o n s u l t i n s  and a n a l y t t c s £  
+apac lCy .  Such d a t a  w i l l  be r e t u r n e d  to  t he  Commiss ion  by R e s e a r c h  upon 
i conc lus ion  o f  i t s  work p u r s u a n t  to  t h i s  c o n t r a c t .  Any i n f o r m a t i o n  o b t a i n e d  
~rom s p e c i f i c  compan ies  which  I s  no t  o c h e r w l s e  p u b l i c l y  a v a i l a b l e  w i l l  be 
r e g a r d e d  as ~ o n , p u b l l c  ( u n l e s s ,  in  t he  p u b l i c  i n t e r e s t ,  t h e  Commission 
d e t e r m i n e s  o t h e r w i s e )  and n o t  be d ~ s c l o s e d  by R e s e a r c h  t o  any p e r s o n ~ w h o  
8re  n o t  r e t a i n e d  by Resea rch  to  make t he  s t u d y  o r  who a r e n o t  members o f  
the  C o m m i s s i o n ' s  s t a f f .  

6. R e s e a r c h  w i l l  r e t a i n  such  p e r s o n n e l  as i n  i v s  Judsment  i c  
deems n e c e s s a r y  t o  make t h e  s t u d y  and tO r e n d e r  a r e p o r t  t o  t h e  Co~mis s ion  
as  o u t l i n e d  above.  R e s e a r c h w l l l  r e t a i n  p e r s o n n e l  a t  t h e  s t a n d a r d  s c a l e  
o f  r e m u n e r a t i o n  o f  t h e  U n i v e r s i t y  o f  P e n n s y l v a n i a .  The C o n n i s s l o n  w i l l  pay 
Resea rch  an ~mount n o t  t o  e x c e e d  $28 ,500 .  The Commission way from t / ~ e  to  
t Lme by s u p p l e m e n t a l  c o n t r a c t  p r o v i d e  a d d i t i o n a l  sums to  e x t e n d  t h i s  s t u d y  
I n  f i s c a l  y e a r  1958 and s u b s e q u e n t  f i s c a l  y e a r s .  Resea rch  w i l l  submi t  
S t a t e m e n t s  a t  t he  r e q u e s t e r  t h e  Commiss£on cover£nK s e r v i c e s  r e n d e r e d  and 
c o s t s  i n c u r r e d .  
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