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PROBLEMS IN THE SECURITIES INDUSTRY

THURSDAY, MARCE 6, 1868

Lo Sewar,
Comrres ox Faxness awo Coreenor,
SULCHMMEDTER ON 2ECLRITIFS.
W ewhiwgdon, 44

The subreimimiroes st al 107 16 i, 0 reon G803, New Sejate
Olire Builling, Senator Flavviam A, Williames, e peesiding.

Prescut s Senators Sparkooann, Williames, Selory e, Cransion, Den-
nett, Henoke, aod Thiocliwnod,

Senator Winceasrs We certndnly weleoime the new Chaieean of
Hue Seemities and Feeboge Commiszin to this mecding of the Sah-
cornnitier o Seeovities ol rhe Semate Banking asd  Charreney
Clemunitiers.

This = noc o contivinaiten heavieg but o ey which sl ablow
Che wnemder< of 1his conntetes Lok e el lm.rmw avoantingel wirh
the new Chmivmenn of e S0 3y, Bodee—hae new Chanesan of

Pl =100 — 5 Doy Jined oo’y ro \rnlnul.n"’\ LAY "m-alt- Ly
'_‘||.-;|:|‘|'.1.||'|1||'!||'||.|." .|||1l ralk over aupue ol the asp adls af Sus Teew pespean
S| SR T,

Uhver the pasl 5 ovears, the Seenrittes and Pachauge Ooitialsion
hats initinred new aral ]nmn.ulw sleps desiated to ]}1m|dr‘ thaparves
iwvestor peateat voae, Muoiab fud reform ]p;_r slatwom, il vesmgbalion of
instdor teading, iuli dise [nau:n i corporte tikenver bids, vobie
discrmnts and elimination of customer Llhrecu'd civeups are i o liw
of 1l Clapunssion’s constructive actiouns.

Begreefully. howerer, a2 snob as tenfulive =i 1o one s ol
problems g founed, nesw nnd more serions peablems avise. Thi- s
tlur i meeat mensuee 0 the sapid growtle and vrding secivies which
13 Ihm E"Lk'n'r plde inooae Nation's, seririties kel s,

e bl ol paserwork Togdaun Jus resnled i hardships 100 many
"7~II|:I.“ nvesbure— anpee of ]mm are unilde to i breloes o illiegs o
execme 1heir orders, Bavely awed n sitnsbion raened and <henle rae L
Loderad,

Pive veconin rapad growth of eonglomerate corporst o IH..I.-n.*— L.
nupertve Toe i ST 1o I:III.!I]I."'"[]E']“'L reonlitions Feduirig iz lan-
by-l*vision finaneial reporting, Suel measwres will oo o long Wiy
towars] peoviding full aud conplere finuncial dise tasnre Tor all in-
wesbors, 1w e sk B Pl e by TO65, we conl vartaindy de-
w1 methods ra provide for full di=elosue in mnt-r'lnmr': Ak pepw ing,

The growrh af insritntimea] investors such as ot fwnds ol
Bt '-{:]u[hkllll.'- 5 b l]{:llllu. while [||L".r [T TS TN PYTUTY
percent of the New Tork Rioek Exchange’s 1oia] volnme.
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This makes stock exchange aceess and velume discounts issues which
nmst ba presolved. 1n solving these problems, the economies of size must
Lz passerl on to the many millions of swell institetional sharehobiers,
Recent comuients by the Department of Justice also raise questions
as to the implicd antitrust exemption: currently enjoyed by the Now
York Stock Exchunge, Within the near future, this problon must alsa
b ddemlt wakh in g realistic and equitable munner.

This vaphl mvowth in instituticnal investors lins alsn cansed wn-
prececdented delays of up to & months in the processing of mntual faned
reglstration statements- —a situation which shoald and most be olini-
nited—if new capital is @0 continue to flew into aur seeyrities markets.

Our witness today i= the 1onorable HFlamer H. Budge, Chairman
of 1the Seonrities wml Txebange Commission. Chairmie Biwdge brings
with him J years of experience as an SEC Comnussioner a5 well a3
axtensive judicial experience and 10 years of service in the Ilouse of
Reprasentutives.

Mr. Chairnian, wo trnst that yoar perzensd opinions and ohserva-
tions ermcerning these pressing prohlens will de much to guide our
connmitters aotions in the years to cone.,

Tle chairman of our Hanling and Currency Conunitter is Senator
Sparkman, Senatar Sparkman.

Henalor SrarkaaN. M Chuirman, just et me say this. I am not s
semnbor of this snbemmnittes, excepd, T suppose, in an ex offizio
rapwecity. Tt T oeas pleased when vouo in v]tc-.u:ll Judre Budga to come
ap here, wndd T was pleased when he consented to do so.

Az you pointed ont, Le los had a long, distinemished, aml alile
enveer, 1 am wost happy to lave him beve to talk about the probles
i the seonrities indnstey, YWe Jdn have some rea] problems, as you have
pointed out, in the secuvitios field. ‘Thank yeu very much.

Ronator WinnIsss, Thank vou, Mr. Chairman,

Senabor Bexwrrn, Mr. Chairman.

Senator Wretanrs. The Senator from TTtal.

Senator Bessrrr. As 4 member of the minority and citizen of the
State which borders oo the Stute of Tdabo from which Jwdee Badse
connes, | want to express wiy greak satisfaction at his appointnent to the
elintrmanshin,

T have kiown him all the vears sinee e Tas been in Congreess. Hia
family ig ome af the pioncer famibies of Tadrbho that has sepplicd many
membiers paticalarly to the legal profession and the judictal beoe
in [dihe and sopped aver 1 little inko Utah, provided us with somne
proarinent wembers of the Budge family.

1 know Tie i going te do an exeellent 1ok in Tis new Aass pnment, 4s
Te s dene 15 o membr of the Coanonission, nod T am sore he s pre-
pared tnEnpaply (the conusintee with very wise, intelligent answers to e
(luz-m'l_.i R LR h’H]"L_\’.

Sarakor Winw aars, Thanls yon very much,

Are there any other words of welrome? T am sure all memhers of the
somnittes welseme v, Mo, Chadroau,

Wil you prroceed ! We adl Lhava coples of your statement.

Mo, Broams, Tloosk you, Mr Chadrman.
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STATEMERT 6F HAMER E. BUDGE, CHAIRMAR OF THE BECURITIES
AND EZCHANGE COMMISSION

Mr. Brosw., T am, of eowrse, mest grateful for the emunents which
have been made Lere this morning. [wish ta thanle the chaimman gl
{Maivman Sparkman and Senator Dennett for the conmuwnis, T
wliic b I amnast grateful.

T consider this to be & most inportunt undestaking inge which Tam
entering, and I assure you that I shall attempt io discharge it to the
Best rf my ability.

Sitting witi me at the iable this morning, Mr, Chairman, i M
l‘hi]i}) Loorais, who i the (eneral Counsel of Bie Comamission and has
been for some vears,

T would Tike to say that the statemant might appear to he guite
lengihiv, beeanse T have attenipted Lo enver the sulijects which have lieen
expressed to nus us natters o which the conmittes interestodd, There
AT Hane purtinng, tather major portions, which I will submit for the
recnl,

Senaber Winagams, TEwillall be it the record.

My Tivnar. Me Chairman and mewhers of the subcommittes, T am
happy o be hera for the purpose of reporiing to you with resprob Lo
cerdain ntters which lave arisen wander the securities laws, particn-
larly the Secunties Excliangs Aot of 195E and the Investment Cloin-
patry Aoee of 10401

The stalf of yonr subecminittes has indicated lo e certain areas
whish they wizh nwe to discuss, and T prapess {n proeeed with lhise
matters

As the subrommittes i3 aware, T was ealled to featify on eertaim
pressing problens eonfronging the Commission before a anlwnmnittes
of the House Clonmitéen on Tnterstate and Fareign Comperee Jost
week, I nve with me copies of my stalement an that occasien, iF the
weribers of the stbeomtmiites are mborested in huving thenw Tisofar
as practicalls, I prapose to aveid duplicating today the maieens eov-
ered 111y statement. of Iast week, nlthough some overfu 15 inevitable,

Senator Bexsere. Mr. Charman, [ sureest that e statement ho
aade hefore Uhe commattes in the Honge be Included i ont record
liere witliont iis peading ik

Senarnr WILLIAM4. Is there objection to that? It will eliminate
duplicarion, is that the poiat?

A, Booek. That iz the point, SBenator.

| stnternent, i reprounesd s the appeadix, see p. 1273

e Bumen, ‘The svbieets T piopuse to teneh ipon Loday inelude the
adwninistyation of Publie Law 90 35 rommondy known as the Wil-
Tz Lill; complaints feam small investors nboat brokers Tein we

willine to exeente Chelr Lrnsactions; eertain agprers of one v iz
blam of the nunvmmn eomnission rre struetare on the stock exeianges
and eerain velaterd qeehlens: our position with respect to 3.4 anrd
5. 200-—1 perhaps shoubl zay my position willy regrerd ta ihose hills,
winiel e the mutaal fund bills which have beoa intrafuced Ly Sena-
tor Sparlanan and Senaror Melniyres roeent developawnts with re-
spret to wsider trading and certain neeonpting queshiens, part TENERE
product-line repnrting by so-culled conglomerates: and the ineklng in
the sacurities business, and so forth.
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ARMINLISURATION OF PURLLC LAW bo—13g

_ Public Taw 90439, commonly known ns the Williams bill hecis
3w oviginatad and spoassrel by thetstinguished chinivman of rhis
subcaminittes, wi sighed uto law onJuly 25, 1952, Tt provides for in-
erensed dizclosure with respect to snbstantisl ucpiisitions of securitics
regriatered nider the Securities Exchanme Act and n conisetion with
l;E‘].ll.'[f:!'_DJ‘TEI‘H for suels spenrities, fogether with protsctions agains
a1 osueh aetivities, peemits Conimission vegulilion of eorpora-
Biong” purehases of their cwn shares, | orides dis o
5 Pt wir swn shares, and provides disclosure in con-
nection with changes of a majority of the board of diveetors iu can-
nection with aeqnisitions of securities or takeover bids, Tt alsa provides
for the |'|=.gnlut|m1lnf solteltations ot recotninendaions to aceept o re-
1eef the tender offer umd provide certain sigudficant sulstantive pro-
tections for the investor to whom a tender ofler s directed, sueh a: a
limited time in which tendered seeurities can be withdreawn, o Hiit
o the time during which the tender atfer ean bhe Lol njien. « Tniited
petiod during which seeurities must be taken wp on & pro vata basis
rather than a Arst-comne-first-served basis, and provides that if a TeT-

son varies the terins of a tender oler by Ineraasing the price, he must

iftord the benetit of thint ncrease Lo persons wito huve already Lendered
t]ml‘r serEriEles, A .
This subseomninittee, and particolaly Sevatar Williams, are cortain] v
to be congratntated upen accomplishing this im pm't:m,r. retor ani
improvement i investor proteciion in Al nrea which has beeome in-
creasifurly significant tn reeent yrars, and T Taay sny even more n fust
I recent monthe, ST o
n{m.nm{llu f-*f‘.‘.f, ipon the enactient of the keislition, we adapied ten-
ﬁ" ary regulations thercunder governing the foro and content, of tie
dizelnaures te e roreirad anel eelatad matters, This wos Hersasry sl
cerlmin provisions of the legislatinn were non self-axecnting but 1o
guired Commiz<don 1ules in orler b i plement them, Sueh 1ules g
eontiined in reemlation 1304) and reculation 14 (d}, nd L hiave c’r}p:ea‘
available i rase yon wish them ineludsl i1 the pecord, .
Setiatar Winrraors, Withont objeetion,
{"The fallowing wius snbiuicter] for the record ¥

[Srraritien Excbawge Act of 1954, Holouke No. AR, Tan. 31, 1008)
Anrorrms oF Hoere 180-14 TxpRr Srorrox LE1E:])

Tha Hecnrifivs and Exchang: Commidssien ha ]

Hean i Cxohy 2 S ol ik tempabirr e
undber FEoetian 1410} 0f the Becorities Brobenpge Ak of 1934 by ailding lerr-r;
:(r:;:;_\- ith_uh: ];!r!—ai. st‘::r-n 1340) oenulres vartaln diselosnre with regpet to Hhe

AfiLErn oF more than 0 pereopt of @ elas 2pul W rikd i
p-ura:nlntrafw.ﬁcm R Aai.-t. boelasa of cyulty securities Pegishbered
Tl 2w Tl Tii- pravides fn rxEmPtinn Fromm Bect :
) : Sl Section 1444A1 of the Acr
:_‘-_t”‘]-:ltt re ng-t 1!111111'(;113'15".5 Of seeneiries by sectcity holder=s Dersuanr tr JEd ARt v
AL Wher: Ehe pnrehaser Aae2 pal eciuire hore th j= it i ain
T oo M iz ] oTe Chuen I o ibs pro totn slisre nf
Tt 4= rntlewaplated that a cimilar ede will I fu
. el L E i cotpmrated [0 the THrenent
I‘III'I;IH uneir Hrotion 13¢d) whieh are fow wnelit consld ot i, . e
The tex b of Uie oew rale 9 s Fidlews

afe 184 5, Keengdion of Aequiaidicans Parsrgant fo Prioempdive Rivils
I.-"m_ JE"‘:]UIH!'IIHI # FecUTIL s of an dasuer by o soenrity holibee b price by sl
ACSIELOT was the Beefeial ownee of more thin 140 mereent af the ontstyeling

Sritied of the gnmee class og those nnquired shall b 3 [
: : 1 Eh cexcwpt Bt H
af the Aet 17 the following soneiiene atzed b Pk fron Sectlon 15 0d0

o

fu} The sequigition i ade pursuant to pre-cmplive sebscription rghts
in un offering made to all bodders of securitios of the closs to which oy poe-
cinplive subsoeription rights pertain ;

10 The purchaser dres oof, dhroogh the exercise of el pro-e)tive
wibwCriplion riglits, Boegquine ooee then ke aF Jfs ate ratd shaee el U seein-
cinies nfPersd ; and

Te] The gequisitien is duly repoeted poestagal o Scelion IR ol 11ee Al
Ated theer cude dd regulations thered et

- [ [ »
The Commission Huls thol the foregoing rle is appropeiate o (e pak]le
[nterest and s sonsiatent wich the protection of mvestors aal Lt nalioe o)
procedlare parazant o the Administrlive Procedurs Aol s 0ol neeessary, St
the rule provides an exempfon frow Section 130d) of fue Act, the Uarmuisston
Gimls that it may b neade effectlve jmmedintely. Accerlingly, the tale siall
lettnnne effecties wpon puablaention Jiknuary i3k, 15080,
B the Cinnmizsico

Oy ar L, Dilirgn,
Kereetary,

Lseurgbicy Backupge Act of 1034, Lbelease X0, 552, Aoy OO, BES]

ArErioN NF AMENIMENTE ThO FEurogapy ROLFR Adp WEGDLACIORE TTRERE
SueerTons 14 ody ANe (e} aso df

Cree JFuly 30, VHEE el Comonisslon aunsanoed, b 8eenrities Bxebange et Rao-
lease Moo BETO, the adoption 6f tempornee rules nod negilitions e (npleemet
tha recent mendments o Bectioes 13 and 24 of the Svcuritics Eachanse Aol of
183, effented by Pablic Law 90130, Fhe Cenunission has oonemilel Lheese Tubes
and regnlociona by wdiing eerinin new males tleessta and 2ownidlng <oume of L
previnn sl adnpted ales gl cegalatlons. A brief descrinthon of te  binges 13-
ot A e o bynear= Doy s

Rule 1%d-1 has hern aoeiaded by lelctiog Lheeegbrme Bl rolucezee to fuly 2,
LW, the offecrive date of the slitutney omendomeents, The reforne by [hatl date
NS led] 20008 Dersan s toe cotstene thee rule ws being applicable anly if mores than
ten percene of A Clnss of eqRity securilios is aopmioed afeor sucle cdate. The tnle
iz imtended (o appip, in Acooefanes with the slabuke, wloelever any (@Tson ae-
euires after that date s3ny sgulte serdritios f afler sueh aegUi-itioon the person
is thwen thie teneflcial owner ©F ooore (han b pepcrae of 100 olass,

A new Rule 13i0-2 bas been wdded to Regalaflon 1231, This tode provides theet
tfar fhe purpose of Qetermtuiogy whether a person is the beneficial owrer of o
specified porcontage of Woelnss of gguily secorities, e Shall le deemeg] 1o by the
hetrfiegl nyner at sectrities of that olass which he Las the right ta aeqeire
throwgh the exercise of prescptles sxorcialble optiony, warrant: ar pights ar
throwgh the convershan of presently corvertible secaritios, or atberwizn,

Hwle T3e=0 provldes that mo ixsoer wihict s subiecl fe BHeclion 1400 of s
Awck rbnll puirchdian any oF ity qonllp zecneithes = hen g tessder ofTer 5 Deinge anale
Lnless i wtateinent with respect o the propased parehase has et Blol with e
Conuuissinn aml the substance of fhe infarmation coofabned Mevein has teon
etk ter its eguity security holiders wlthin the peeceding s manflis ‘T'he pFale
his heen ennstreed by honIe pETEORE th meAn thet an d=soer war elfhers A the
tnformation with the Conmizainn or teeosmit 16 te 383 serackty holders, The Likent
af bl ptle f that thi Patler nst somply with bl medillons prioe to o aor sach
P se ool the ey bBels beeen angemeded o mae ke thds elan.

Hule 1.1 of Degwlation 14T spacifles K informabinn to T Glod sitle 1he
Comnmsuion and furnished to the dssuec and securily holilers it Cormpelica wills
tender affers for equalis aeenrliies aof am BRsaee The amoeadoeng proeidoes P ikl
teiedier nffeea fae, oF recuert: or ipvitgticees foe temders nf, secaellies paldi<toad e
gent tir serartty holders shall include, 1m additlon to the thfaemiatlon peevionsly
med[1red, tnfnrmatinn with cespect tne the rights of seenritr elilees fo ool tha e
theit secnritied and with reupock to the pro rata aceepiance of temlors whoee all
of 1he spedrilics feadered are ot aeeented.

A new Rule 140-2 has bean adopted which providos that Wegutation 1417 does
TNk RppdF foo certnbn conmnivatiomy wiich in fhee Ahseies of snele ootk womled
T tege] 10 ok e temler GTers, ar salicifatinns in fone of OF e oppokltbon
toe zneh affers, The exelazlons relate (o malters sach ae offers too un ueee than
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ten seewrity hiolders during ane perist of twelre monthy, the call o7 tedemyticn
of aly seewelf s fn wecordiiee with e Qerms and uvollitivns of the poveraing s
Strumenls and the Tornishiog nf nformation or wivies 1o o Lstamers of olleata
L strturneys, benks, Denkers. lducit ries oF T8 Sosbament adaers,

Al 4 of Beledube 131 bas been sended be oegwice o Ateement af B -
TRt e purpWeses for wWhich securitles uf 0n issnet have hesn oT 80 1o he akaT-
e Uidler thoe exigtog lbeos this infornation is not spweilicalls reraired, e
mnended iene wonlid also rennlee, where the ssuer is a riglstered elosed-pod -
oSttt camigny, inforoation wlth respect 10 ATY plany oF proesils to chunge
s Comln it Bive bt ik lmye,

Ttem & oof Sr_-hmh_:l:- 1D hos been anpeadled o oequire ntormation witl creawert
fo rirent transdshioms in the scoorities of bhe lssuer. Under e Crisbing ttemy
Chis dtafrortmi b 15 et required.

Betwtule 1470 bk heen armended Ty ot thergte a pew et B whieh sawild
reqiiee information with respet to reoent ieansdetiang Iy ibsilors m socyTges
of thi ki,

L¢ &= sirzzsted hal the applicable sretiens of the statute be rend b conestinng
vl the ngypgaacy rmdes, The Cmongission's staff will smbearor tn e s Lielpofud
02 possible o combeetion @il teopeetlee o other Jwolilelss which o ¥ oarae
Wnrler the new Teglslation o0 the cules thereauder, The Coplsslon wilk be xlod
Lir FOOrIVE Ay oty eotd o snEEe-tioe which interesgied Mo UsonE WAy wisl 1o
ek i teparel o the ranpnenry eules ar these amopdwenta thereto,

TE shondit h boled that o “special bid" o potchuse pquity scedrilics theoneh
e Farilivivs of o natinoal secncltlis exchnege opdisdrily, andet Che Beealitions
of sietl evehange, wanld eimetitnte s tender offec” or "rinnest or invikntion for
Wb within the meaning of Sectiims 140 Al a1 of the Aot Aby such bid,
thorefore, oo be Tnwftlly muute oty io aecordanen widl bhe mcrisinng of tluoee
seetinoR, dnelndimg paragraph (53, withdmwal provisions, aiml paragrspb 4.
e cata provisions, of Scetion 1400), and the rules and pegalatlons therennder,

The text of the mew dod ateendel mles which wi e adopled parsuant ro tie
Secnriiles Fxclige set of 1924, marticslarly Sections 14{d} wod (e, 156d)
Al ey and 20yl thereof, |s ateaelied heoero,

Thar Cowntiissivg Bids thel i o decessucy e pablic Interest wid Eor §Le
Inteetinn nf investaes thot sdditioan] teereonoy males gud ool bions e Adented
Linmedintelr to foolunent the Becent gmendmente ta Sectinms 13 and 14 of the
Sﬁru]‘it_,i-:s Exvhunge Aot of 1534 and that eetice apd proweiure pnedgant ta the
Administeative Procedute Act iz impracticalle. Aceanlingly, the foragaing rules
and regulations shall become effevtive Imumedlotely,

Ry the Comtndssion.

onveat Io DeRoia,
Hegrclary,
I. Hule 13d-1 az nmended reads oz follows :
Flarln 18d-1. Filing af Sekoedirle 13D

Any perant who, after acqnleig direstly or [ndirectly e beneficial ow uership
of nny ety security of a cltss which is tegistored poesuant to Seofjon 12 of
the ACt or ang mmity geonrlty isseed Le n ctosed-end ibvestment CONIAN Y
rogisteensd under the Inveatment Cowpaor Aot of 1940, i dirgetls ar indirectly
tie Bemefietnd owvner of more than 10 rer eeuhian of s1eh clasg shrll, within ten
iy after sweh Begnisithon, eend to e issoer af the sivnrity at s prlincipal
exeeutive oo, by regiateeed ar cectifed mAil. seod Lo each exchiangs whete the
senrity @5 teaded, and Gled with the Commfeslon, s statement conta!ning the
informtine required by Schedalo 130

L The follvwineg new Rule 13d-2 bis bren aded to Begulation 18D

fouste #882-%. Detvowdnabicn of Dhmarakily of Xneedficd Ieroontages of o Clags af
Flawity Seoriticn

In dererminiog. far the porioses of Section 1300% or F[ertinn 1400y, whethep
d pereow iz Arertly or indlrectly the beteficial owner of sseuritios of ant Tlpzg,
#nch pecson shall be doemed 0 e the benefeinl owner of securitles of puch class
‘-'r'hll‘.l'! anch mervsen las the vbght to acquire through the sxorclse of prezently
exergisalile oprinme, wurrants of Tights or theaegh (he corversinm of presantly
e rLihle secutitles, or ofherwise The sevtcibies subjoct to sach oprinn.é,
wirrants rights or eoeversion privileges hold by a TeerEnr £0aIl he dermed to
e notstanding for the porpose of compmtitue the perscnlage of putstanding
scnrktlcs of the class owned by sorh persen bt shall nol be dectned te b

-
4

ohtstandlng for the purpose of compartiug the percontage of the ofase ownaed by

go% other parson,
111, Iiude 13e-1 iy amehded rodds as follows:

Huele 1808, Purehase of Becersbics by Farpere Thercof
When & perron gthec than the issuer Imakes a Geudder offer for, or roguest or
invitation continmes, purchase ooy enUile secnrities of which i is the iscner
Yeclitn EX(e) of the Aet, awd such persan hag fled a statement with el Cow-
wissiot pursiant (o Hule I4d-1 aud the i3sier hns veeeived notice thereof, such
isguer shall not thereafter, during the period secll kender offer, eequoest oF
insltation continuwes, purchuge ARy rqnitky zoeurities of which it in the Izsuer
unteas it has pomplied with both of the [allowing conditbans;
fa) The issoer has filed with the Comimiseion 4 statement containing thie
information speciied below with rospect to proposzed purrhoges:

(1) The thite aml amanrn of geeerities o be puechasoed, the onmes
of thy persons gr claages of persons fren whoao, fkd the wathet in
wlhich, the seeurities are o he purchused, focludiog the name of ang
exchange oo whicl e prrcbiame i 00 o oade ;

2] T purpose Tar whidel e pesrchesse bs o he st nnd whather
the scouritles ame to be retiped, beld in the freasory of e Bsdet ot
atherwisn digposed of, Indicating su-b dispositiod | aoed

(3} The source and amount of funde o other Cobgidoeration wsed ar
Lo Be puem? in foaklog Lhe purchases, and I auy pare of the perchase
price ar proposel porchose pelee L3 ceppesenfed br funids or ofliee eimn-
sidergtion errowed ot otherwise nbtaiwed fir the purposs of acpulciog,
kolding, or tradiog the securitics, n description of the trapsacilen andgd
fhe names of the partios thereto ; and

[b) The jzsver her at oy Hime within the mst 3ix months aent or Fiven
In it3 enuliy secyrity bolders the rubstanes of the information contained in
I cratement reguloed by sebphcagraph (o],
Propded, howerer, thit any jssuer makine sueh purchazes which commpenoed
Trigar t0 Inlx A, HaMo aliall, IF such purchasiy continne after sgch date, commpiy
witlidbie poovivieis of Whis rule on or before Auguat 12, 110G
IV, Rule L] 5 Davs et gloended 88 Dollews

Nule 14d-1 Filtng wf Sehedule 130 and Furachmg of Iaforsteiton to Seoueily
Holders

R} [Nochenge}

(LY [(Neachange}

(o) All tebder offers for, or reguests or Inv]iatious for wenlfecs of, seceitics
puhlished or zent or glven B the bolers of such aecuritics shudl incliede the
follywing iInformwathon :

{1} The name of the ersoh makivg the tender offer, requeost of invitation

12) The eract datea prior to which, and alfter which, secuckty hobdors
wh depostt thelr gecuritice wHE hove the right tn withdraw thelr geonritles
maczuAnt to Section 144A) (5] of the Aok, or ofhurwise ;

12} T the becder 0ffer or request or Invitathion fer tenders L Por Tess than
all of the entstanding seourblies of 1t clags nmd [he Dersob usking the offer,
refiest or fneliation 1k not ebligated to purchase all of the seenritizs
(endered, the Axle of expirntion of e peciod during which fhe seewid ioa will
be tnken up pro rata purkeant fo Sectlon 140d) (6, ot ethepwise: and

(%] The informutlon reguired by Itews S4ai, (e} and (e, &, 4 3, 2l A of
Hebedule 120, or A fale aod sdeiquade sommagey therenf.

(et (Mochange)

Y. The foilowing vew Rule T40-2 as teen added to Begulation 140
Finl: fa-2. Crrtafm Smeminieriiend 2o Which Keiea T Nof Apply

The Fulis sontained in this vegnlaton do oot apily to the following comnummic.
thans;

(n] offors 10 porchsse ssonrities pade e connsctlon with o distobutbion of
RECUrAIeR JHrtbisd by Lule 10h-G, 160-T or Lib-S.

(1t] the call or redemption oF 4oy $<uTity io seeonddnee with the (erms 404
conckitionr uf the governing Instr uimends

[c} offers b pUTCRASe Seeoriting evldented by b serpt cortilicnte, omder form or
similar dovument which represents o frictions] lotercet in u share of stock or
slnitar security,
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Cd1 ffets oo paeclaee <emnf s parsaant ty o slabntery procedure for the
Laaribase nf dissentluy shatoholdens @eenritiod,

Lol the furnishiug of inforngion aod advice fegandinog o teader ofer o
csugtaniers oF clients iy attorney s, laoks, hrokers, fdociacivs or investment, go-
vigers, wha are ot otherwise pariiciparing in the lender olee o solicita e g, on
Uje unaolicited request of & pecson of parsusnt to x zeneenl cowtrock for ad-
eI T 0D peeysnm b wloun Lhe Enfamnanion aroaadvice by glven.

(PP A ennnmumlestlon from an bsaee 16§t security holders wlich doss no
the wosalicited reqoest of @ pordon or purssad 10 s peueral contetet for ad-
more oty (13 Wty o foder offir ar regnost of vitation for tenders made
I anntler pacsne, (27 state that the opunagetwcol of the issuer 38 st udxlng
g i ELer el wilk, om o Before o specified date {whleh sball be ot Tnrer {han
1 Anya priae G Lhe dabe speclfied in the offer. oopuest e jovitation, as the last
date o which tenders will be aceopted, o steb sloTher period as the Conmis-
BWHY pRar ambioetpet ndvlse sconreity Balders &% b the TOHRREETNEE  Flecim-
un-l::'l_.'irlnn W aeeepig A redeel fhe offer, nonuest Ao invitation, aml (3) T ksl
secnfiry haldevs tee defer meking a ferermivation as o whether o ool they
should accent or reject the offer, request nr Iuviiation ambil they have ko
orived the mmusgement’s recommendation with respect (hecelo.

Pl ollers A pirehnse soenritos D brsnsaetiom: exeiepl foome Toesist cebion
Wier the SBecnritles At of TR parsuant to Bection 598 (100 1coonal,

¥I. Item 4 of Schedale 38D bag boen amended as Eollows:

Ttene . Purpase of Trananolian

Plater tlier paap i opr s f Hie prrchins: or progosed pureliase of secgreil les
Hf T Bl 1 1II1-_|::'.:|rru_|.w ir orws ol Ll poepests of Phe jolbcluser o prosjesad
rehare §% re aegnire control of Hie Tasioezs of the issner, leseribe aey plina
ﬁl’_[-l‘f:]-ﬂ-ﬂ:ilﬁ ", ]1ir:h_ |tu:_ putitaers may have to linuidate the iguer. to s0ll its
AHECEE Or T e 30 Wirh an® afher PeCsons, 08 00 ke 0nr ather wajor o e
i W= dinsiiness o for poThbe 2tewctace, uhadinge if th jeener i@ o rgi=tered olosesd-
enfd fuvertment company. Luy plans of penposals te make any changes in iy in-
Tesrient alier Der oo ha i a0 vebe weeihl De reguized by Sectlan 10 of ths Toroesk-
ek Ui Aol o 1060,

L

VI Iten 5 of Schedule 13D has boen amendsd aa tollows:
Frens & futovest iy Seowritics of the Taanar

Saodes the fieinber G abires of The secnrity which are beastceally owied, and
1_lu-_||m||luer ol whores coneerning whicl heoe 15 0 tizhl e awenine, diTestle o
bndiveclly, b {1 such pirsoos, aned {11} onel assoaciate f U0l persoh. giglng the
nars atl aahileess of each ancbh aseectate. Pucnbxzh infarmation o= o wll transse-
tions in the clagy of mecoritlen to which this atafemsat relates which were
PRt T Pl peest GI0Lers b P Jersom linge $his Stnteiment ard By its sub-
silinricd and their eflieers, drectors 1nd afllated persona.

YI1I. The tellowlng new Ttem B ban heen added to Scheduls 14T

frew &0 ddditioan! Information fo be Furaizhed

|..-u'| ]-"n.:rui-:n. iifeeman tian s Bnoall frinamctions i the eluss of sooneitios ki
whirh this stateanont rdates which were effested during the post 40 diys by the
BEEUET il i1y substdinties s their oficers, directors wond stfifiated Drecwams,

| Eeenrlvies Hitlesge Act af 804, Yelease No. S350 duly A 104

ANCETHEN OF TERPORALY RULES AND WEGUPLATIONS TW0EE SECTIONS 12000 Axe 1Bl
AVD SECTFORS 14 () AND (F)

T Yremeitics und EarTunnge Oomemaissicn hak Adlepbs] tempwiclry rules and
TRENLN R0 0s Gy fsdeoent the Pecep L ok ndenie g, ool Ly ML 50100 b S
Vion T el 19 of the Secaritbes Exelinnge Aer of T80 Thoss #ueindnieg s, s6r
Purth in SEectiom= 1300 awil {00 and Seetions 14000 amg (Cr af the ACE, EY kG
1o vlaz=es of tiiky sorumities tecdstere] paesmdnl by Section 17 of Phe Aot andd
el aeng of SAnlEe cisemritios meaned Ley losel-end investment Sompibies oosistered
nwrler the Envestinent Company Acr of 10 Ther pelare o the acqubzition of
more Lhan ten pereent of o clarg of SO0 sooUrikie e ATy Peersone. thae matredigee
af speuritios Ly the Baier thersof, the miaking of tender offets o solicifat| o
L) f-n'_nr af, or itk oppositiel b, such tender rlfers, and the roepliloement of A
wajerity af Lhe divectoes of g 55087 i 0anecllon witl @ aceih=llion sahject

0

to Zecdine 1300 or a tender offer subfest to Soetion DI{d) of Lhe Aet, The stotw-
toTy aloenilmeend s Tesewuwe offective Domodieiely wiien fhae Presglont @igned the
Eill gu July ¥, 1, The Cobuadission mlopted fhe gempurary toles o pbt lako
operiadion ke provlaaons of the foeodioents This constltetes o fdvst step in the
duevelopment of cong el ienslve regmbitiens Lo weevmydish Ele foll plcpnses of e
stalutory amendmoens,

This rules pnder the wiw Section 130d)] wiltl oespecd b (Lo acnnisidinn of
s rlthes ek set Forth in Tognlalion 150C That cogolabion perovides £t e in-
Ffornsttion with respect te sich acguisitions eoalled for by Sehotnde PRIY b feled
wlth the Cowmissiin aed =enk U A ksuer O ENe seenrity and dg each e xchs e
whore the sevutit? is draded. For the pirpaze of preventing faochelqot, decepfive
or manlpaintve acts and peaetices, the Commiseion beol adopded Gide 13e-1.
The male provides (g oo igseer wlhich is subjeet te Zoctien WEoep of chie Aot
mhall puvelze any of its equity seilrities whe 8 lender offer is Teing imde
unless & stalement with respwat bo the poopeesed paecloee Bus boete til] b o”
wille the Comtissioo, aud e substames of Hae Soformadion theesin bos besn
senl OF elve 1o Ite cguity secirity holders withio the proesding six miotlhs

Tl c1ileg eiwter Soorioa b ) weith reapect bo teniler offers ool saliciCation: L.
arcapt o koo ceject sich offers e =et Gorth in Begubatilon WEL Thet eepiln o
provided thitt the foformetiog colled foc by Schednle 13T o Schednte LI 2lad]
e (el wibhy o Coonand sesinn, Cervabn af sneb dnfaematlon, or 0 Fide oed ey e
ey (hereof, i peguueed ro b Incheded i sebl eerpaeses and solicitarions.

Ritln 14#-1 relatea to the replecviment of 2 mudoerily af the divecoors of oo
issner in oeonneet lon with wie wespigilion subgest By Sectwn TG oo e
affer subjoct to Bceting 1y af the Aer The tole requives: that noel Less [Ton
10 days prior tn the LlEme e persona elecbal or desiznmted ws dicectss el flne
fueae trlke oflice, or =m-l shocter perioed me L Coendissiong mry aorlrize, fhe
fssner shall fle whith e Commisslon and teansmit o cevtain holders of =aeari-
ties of Ehe tszver infocmietion redeired by certain items of Ble Conngeizs i
proxy rites,

Tiwerisicnnsa poe anemabse Ceer el T ez linaee witly Phe voles i pegoed rooan reva-
tiea wiiiceh bt beco comme e before the statnfary awendmenbs Treeatg il
Livee,

Iv s sogpes=ted that (he apydicable toctiang of the statube Le resiol Qo e
neclion wirh the femnporary riles, The (Gowtnlssion's simT wlll endeavar oo he
g helpful ag possibbe i conneetkan with interpeetive aor ofber prabtlons whieh
mar arize goder the pew leglslation ar fhe enlrs Herconwder. The Uononiseion
Wikl b @ll Lo recive any comnnents or osureesticenr which inberested persons
iy wlxh b ke fnoreEi v B b Bmpwicary rules.

It wlambad b oanelesl that enpiplianeoe it hese role: goes oot provide celicf
froan efther atelicable provislags of the g aped rides and regmidatinns Bheveiner.

The tiles fAd Tognlations which wore Adnprod pursdant te he Hevurcilivs Fx-
clange Act of 1934, particularly Sections 1E(d) and (e and 2oetlens 1003 a0
(). are petarhed ta tlge pepease.

T Cemnenizsion fnds ot @1 s ecessacy e the poblie interese aml for 1
protoction of investnes that tewporsirs ribes gnd resnilelions boosulopt el drednedi-
atrlyx 10 Joplemenst vhe teorme nmendnienta o Bectfons TH ool 14 of Hhe Seenet-
b= Eiichanme Act of 1854 aud that netiee aod peocsduse puestiant to i Ad-
winistratlve Preocedute Act B Doproedicable, accordimgly, (he fovegoing cules
amd reeielatinng shitl pecone e ot iwsaeddacel ¥,

By the {Corimizvion.

Oeval To Friofines,
ety
THEGULATION 130

fufe MR- Mg of Selecdala 100

Awpy porsan wha, pfree aenalviom snlsequent fo Tuls 20, TGS, afiesetly ac e
dicartly the boneliciol ownersldp of eay equily sceurvity of 2 clazs whice 12
regisiered porsoaed fo Section 12 of the Aol o ARy scowrlty iesasd bE o
algzmlend Anvestment compuy vegistered undet the Invegbment Compant Act
af 1IN, i clivectly oF indieecerly A0 benefcianl owner ol e Hn 0 10T CERTm
of sk cliss shulk, withln ten davs after sueh aceguiaitbon, send tn the ibsbar of
phe wecnrity AL g2 pyineipal execntive office, by eeglarered or cretifiedl midi, =and
by vt exchamEe whore M sesurlty o praded, and Ale oith the Commdssion, a
stalement containing the lnfonuation cenuired by Schedole 1300
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Bule {32, Filisg of Anterdments

1If any ALrridl chenge nerurs in the facty sel furlb in the statement required
by Hule 13d- |, thee porson who fibel such statese e shall nremptly file with the

Conpiision and aend 6o the Lssuer and the 3 P
wooh chagge. : > eXehaige an Amebdnent diselosins

feade L f Morelose of Beouritios b Fegvwer Theroof

Whetw o precein ofbior L thye jsesner el 3 ender affer For, oe DTN
1I|'-'H_:::r.|un fur eonders of, wny class of equity secutlliog of qn jwusr ninhj(wt Lo
Swtwl Eddurl of b Avd, nad soch person bas filisd g SEAte et witl | e {,'-::m-mi-u-
Fon puraiaut e Bule L4d -1 and the lsner Los recsived notice theoesf, snoh
Laner wlall w0t rherealter darlbg the Jseraed saeh leader nifer, TELIAT QU mvita
rlon SANLINUGE, THErchelee wiy egquice secneitied of whieh it iy e gasner RSy ;

oA b dssoer Lo Gbed with e Cotamission o stateoes sotllaining the
infurmAdion speeifod Tekow with Fegect to progossd [urcl sees | '
Py The tithe and swcunt af weegeilaes to be Jinrehased, e amies of
thn FHrrsans ur clisaes OF wrstind Lo whoo, amd ke m;frks:«t_ i whice]y,
ENg swnzdties A0 B be pnchoesd, iecInding the name of ony exchsme
ot whilel Hie prirehase o b ke e : =
(20 "Phe prorpeessn for whiieln the pechase i< o beomade sad s lhethor ghae
ERCIT s e Do bee ceTivesd, bebed in (e bredsiey o fhe dssuer or efdlnewisn
dispeead aof, fwdivating snch dispo=tien a1
§] The 2oros fnd awseunt of fumls o0 edhiee consideration wal sy
Lo Bowsal i wl Rk e pareluases, aud I any parr of dhe Pl
 Lalk gty perpmeserl parelingse prive i ovpmesented i Tunds o e eenasid-
4:ri Lig) freenved o otherwise obfiamd Dor te oiriaose of AT R,
Loledingr. o eading U spenrities, s desermstion nf the pransatien @nd
the mumues of the pastiss Lhereto.

A WD dsster Dad ok any thue wikiin the past ~ix monlhs sent or xlven
b ity enuily seourity bolders the aphstaboe of the inlermntion conteined in the
stutecvent eenuiced by Bubpatagraph (a2},

._F"rm:r'*it-fi. ez or, that any =zoec mukiog sneb poroiisses whicde oamm e
Brios 10 Ly S, DNis <iilll, F sieh pssechuiies continne siCer =weli dte, Leanmpal ¥
wlth the provishins of this rube oo or befere Avguesd 13, 1968,

EEXGULATHIN [ Al

Rude Fii-1. Filing of 2chedplc 180

() Mo peraon, directly or Selicsctly, b Use of e wnils o by any weans oe
Irstrpen e LTEF of Jaterstnte comaaeres o2 of @eny facilily OF 9 aeetriniin] seerities
cxehiange or otlerwice, 2lall gk 4 teniter offor foT, o7 4 regueet or inv4ation
Tor *_Tcmlm'& o,y class 0f any ukcF secwrily wlich s Fegistered pursaant to
sfstinn T2 of he ACh ar dny ettt soramity ssntod Ty a closed-end bnveshioent com-
oy registered undet the Investmoens, Commaany Al 1040, if, afbee oonsum -
Lgal Therresof, snelt porwsan wolrld, direcbly o fomederscEly, e tle Leteticial owbBor
aff gerre thisen 10 pors cembnme oF sucl] elses, senbiess, af e tioe oopiees BF [l ot
U sk S LvELALee ame LesE pubhshed o0 =0nE or miven 10 stcurity Il le s,
such paranit Baa fLied withe Lo Commisgion § stanemenl containing rhe iulo rmudion
Al exhibite rerprered by Seheslide LATY: Pronided, Seeceer, 1008 iy peeson ik
BN o Cerider offuer Eor e o Pengimee owr V3G Lieds M Estlers which commencm] peioe
Lk Joky S0 1008 <Dl 66 =uwedn affer, vivgnest ar invitalion contloues aTer el dunke
lilr tlne shomede ol oegiioed by 4l enle on op before Anguse 12, 1908, ’

(BY T8 sy waberinl chauge o in Al fao s st fOrth in (e sTotetiel .
i e b pevrameAaph G0 of i enle, tie person wlbg B0 2l <Lt sl
Aty fe owcidh e Bemmbsalon 2 amendoent thi=elozisg sgch Ghuge.

Cel Allveningta ar nvitdions Ter touders or vt semenes moklnge i oeler
AT GT teies* Ing o I Ling peeders STl eonbain B e of the peeeons ok
nig ETAl [y invikabions, or wdvertscoments ol Fie inforiee Lion et
By D 2000, ) wnd (RF, 30h &oand G af Belndule B, o Taie and adepmare
ennanry thereod, wnd shall e Slel witl (he Cownd<=ion a% paet of e sLalesmant
rrgidned iy paragreaph {u) of Cheis rale

i Aoy additianul renctlal solivciliog or regaesting suel cender oflers s1lse.
Aitrel 4o the nitial selivitation or coquest alail sooda s ehe e of the PHs i 21k
kit e solicitation or request anod the mEormation pequirod by Toems 2(n g,
ted o el bR T o oot Seledule VALY, a0 d Gt kel sulopoule s munuty
Uil Proided, foiceser, that sn2h widvolel sy oowit gy off sueh fofermeetion
previcksly Tureished to the persons =oilalred ot ceqnested for tebder aifers Cluploes

11

off wuell additionul materinl suliciting or regaestlvg such tondec offees slull be
led with the Comnpobssion pot Yater then the biwe copics of sucl wgterinl are
fiest pubbished or sent oF given to security bolders,

frule fhd-t, Filieg of Heleedoio 514

[ Mo salkcltation or reenmmendatictm L0 Lhe bolders nf 4 ga0urity b sooept
oT rejert g behder affer o rrgqinst oF ievilation Coc tanders sableet to Seclinn 14 01)
of the: Ace shall beomade unless, 2t e bl copics o gy sollcibabion or recom-
tetslttion are first published o seot or givem toe ivdders of the seeacidy, the
pera @ king such solivitatioe o tecnmomaepdarion Las fled with the Conml=sion
w o Afatement eontioniog the nferoation specitied by Hekodole 1203 Proeiaed,
haerer, that this tule shall not applF to (11 o persen reyuired by Hnle 14d-1 (0
Ur file A utatement, of (2} w perecr, ol e theh Lhe dsseer of the ivasdgs-nent of
(he Ez-ieor, whke ouidtes ne woitten solicitations ot recommicndatious othee bhau
splivitulions ot reevtutnenilations cepies of whith have been filed wirt (e Cow-
niissicn pubstned to thls e of Rnle 14d-1: Ang, perevided fpelher, that auy
perzunl making a solicitation or cecommuetmlabion to the boliders of 4 seencity o
arcet Ot Teject o teoder offer ot request ar Inektaciom for tenderd wliiele ssilicila-
tion o pecorpnesd a bion comamnonead prior o July 30, 196N ahigll, i 500k salteibyilon
or peco edasion condinnes after such dwle, file ahe statewend reguicedl I this
ke nn urhefore Augnst 18, 1,

ihy 1F any malerial ehiogh oeenrs jn e Iaord set forthe in the =tatement
regulced by parogeaph (23 of this rale, the prrson wiie [l sech sdatement shatl
prowaptly e with the Commisgicn 223 Eeteiunul diselnsing sucl chuoge,

1] Any wrillen selivitating aF peenmmendufion pocthe Inlders of o sqaekty
o seanpl or rejeel 4 feader offer or eequonest o invitatice Tor peeders salgect ta
Seetlon 1A} of the A shdl imelods The noooe of (o persen s king sach
solisitarlne or recoammanalatioe aid 10w iefornation mapuicen BF Pores {10, 210}
of Schuslule 140 of o G ond adeake fooumeary thereaf @ Frosidvd. dowecee,
that such write Solic it bhan o Tecommewdation may voatb any of sach infor-
walion previonely Turodshedd 1g the persons b whom the snlwckbativn o meeoi-
mendation s wmde

Hale 1EI-F Chandc i Majartiy of THrvalera

i, puranzat 1o ooy arenogeinent oF amlerztanding with e persen OF JeTEena
W TG s rilies o o ranskcthon sobieet to sction 33 (d) or 19400} of the Adt,
wey persele are b e vlecte] or desigooted dy dlimectiirs nf (e iegner, wtierwisy
thap at a teeting of aecurily holders, ahd T persons sooeleclel or desigoiied
wellll codustEbotes i ke jckly oF b deeectors of the igsmer, theas, rol ess Lark 1O T s
prier too the datss wery sl pWee=nn bake nflice ag @ lireetur, or sl sboerer [weriand
prior to thgt date s rhe Comorission nwy aullovrize opon s showdog of owd
cause therelor, the issuer stuall file with the Conipeeissint andd traneredt 2o all elilees
rrf peranid of srourities of e issger who wanld be gnditled to vote ob o oecting for
alebine of dicectors, Bforedtion subetaolislly equivaleot o the infaruation
whiich woeld be requioed be Trems STak, (dd, (el amd {£1, 6 000 7 of Schwddnle 44
uf Hegunlation 14A to be tratsmitled i Ut prorsnn Ot (MTS00E Wl Duniuises Tur
pleobing ag direetars ok w inpsting of s0rl aenrily boldoes.

SCMENUTE 13T TNEGKAMATHIM T™0 BX INLLULDER TN ECATHEMENTE FILFN PLOIALANT T4
HULE 151 1 O 141

WoreR.—A. The ibemwy eoaeebe s 200l eapdioms of e end sial] e inelucberl b
the text nf the itews ore te b omitted. The aussees o the ilews shivdl be osa
prapuren] ws to indiende elearly fhe croverame of 1l Tnowus withiono rrfircing ra
the text of the jtems, Answer evecy ilem. [ nu iletn iz ispplicable e 2 semsoeer
g it U negalive, 2oosbate,

T, TF tloe slaveesnt i Gl DF & pavtnership, Tematod (eecinersting sedicntbe,
or oblaer goeap, th aleoiitiot < alled Foe by Tlems 2 bo £ dnciasive, shall e given
willh cesprclh tn ALy each paTner ar uny parloer-hipg oor Dmited parfershin
(2 el momnher of spebe vmdicates o geobe ol 51 el paersaak corlradling
S0y papbmer o eetie e 0f 8 pecson refereed 4o in 113, (2% ne 04 dsa enrperadion
ot the alucornl ix fiked Iy 0 ocarporsting. G Tofeewation #0led e Gy he
aberce et iomes ] e =160l hee siven Wirle cospeet L eaels affiwee e oliveeLee
of such earporation aod easle person eeslrolling swel ohivpmies2an.

Tloenl 1. -"!'I'.'!f-'bl-:"l‘ﬂu' gnd [ axyer

Btare the e of the class of squity securliles oo which thia stateinent relatea
and the name and addrosy of the Bzsuer of sech secoriting.



Item 2, Tdentity aud Beckyrupnd

Stale the followkng with raspeet ta the ez Gling this soalement «

Pk Mane awnd hnsimesy wilidresy )

(1) Residenes addeess;

bed Presedt procipal occoupstion or smpleyoent aod the uome, priocd-
Pl Imsiteess cowd adidress of ALY COCpHACNEIu 01 QLher Crganizgition in which
sich erployownt ks carried o

L) Aatecinl eecvpslions, positions, officera or employments Turing the
lust 10 peers, giving the sterting am] endleg dates of eqch amd the nome,
prineipal business aud fddres of a0y business corporeliol or other Organ-
Bsatione iw which gaclt sueh oecnpation, paition, olice or cuiployment was
varried an and

(€) Whether o uot, duving the toat 30 years, sueh persnn hag been ooon-
victed [ o criminal poteending (exvlnding tratie vialationes or «lwllar mis-
taoeannes] gad, if s, give the dotes, natire of conviction, nanm dhd Jo-
waticie of conrt, and ety impeseld. or obler dizpeesitinn of the cysc. A

Iegalive anssver 1o fbis sob-em wend gut e furnished to apcurity holders,
Ftom 2 Bnurec and Angunt of Funs er OLRer o nyideration

Brare thie souree spd amoor of funrls oe other conaldoralion waxd or to e
Weand by pickinig the purclimses anel if ey peird of the purelinse Ppelre o0 praposed
Imreliize prdee is eepre=cited or fo b ruprescntedd by Fonds or gbher vonsiders.
Livie Lvewenseedl e athotwise abtiine ] far Bl T e af acquiring, haldlmge, o
frading the securitbcs, o deseription of he feangaotbon und the memicy of the
pnrlics thoeeeko,

Flom 5. Plecpeas af Teaaadaediest

IT Db e rQez=e OF Pl jrurcluiss or Prospeclive gunhnses 1= be acqulee contrgl
ol Lher bnisiness 0f 1l dashior of e sivcUrities, dezcribe any plans or [reOpHssl s
whieh suel person ey B toodigquidane sucl Bsmer, 0 sell iy daAel Lo OF loarge
Lt walls Hy ol by puerce, e po e any ather wajor chowgo in ibs Lusiness o
(‘Ul']l":ll'il!(! sLrmetnTe.

Hoope s, fateeest in soeamlics of fhe Taduey

Brate tlay apaaileer of slaees aof tlus SWUHLY wiich ure benefclally gwaed, und
e gk of sloes concerniag wiich Phere i 4 Heght Ln anyuire, ditecUr ore
Habrcelly, Uy (8] soneln persea, and i) each mesocinds oF sl I Fs0n, giving the
Tt rnd relilress of el sich asseeinte

Flon % leaetweta, Lresyemenfs, or Lneleealatlel fups ity PLNLRSE B0 Nooeridey
if thi Fsanar

Puirnazh anfucimation o< 1o nxay cenlricts, atratgements, or Nmderstendings
WLl sty pecsenn witle rudpect He AT seewr i of thit ek, including but not
Linitwal fes eriafer nf any oF Ele ssciridies, Jodnd ventnres. lonn ar uption e
Cimgiembs, piils or cnlls, puiarstlivs of losns, ooty ARLEE losa or gua s
wiies ol predits division 0f lssed e profity, or e Eiving we withboliling of
Broxivs, naening the persons wath whom sach eoutyuchs, AFPAOZeEaLs, OF ID-
eralommling s bivve bk cnreted W, andl glelog thee derails the oeof

fleae 0 Poranie ftcdoined, Bnalogee o L be Lo pee gl gt

'Hr'tn-n_-_tlu: ._"h-h-.-ii'ur-:,- 13TF retabics ta B ender affer. or Teef Mt are vl A Lida de
toealers, ilenfily all jeersses anl elasses of poersams cmployed, retatned or Lo he
v usthnd by the pecsow filing this Schedate 1317, or By Riky person ow his
hvh_::ilr'. Moy solicitdtions o Pecommeendnlions ro Serurity holders swd (e-
surit hriedle 1he Boous of =uch finploywent, retaioer or WFCANgemet o7 eon-
ILERTNSTTIIN
Fazaer S0 Afeetceed (0 e Foed s Arhikity

Copiea ol ull repieslz or icvivarions Toe (epders oT adverrisemecnts mablay
aoteander ofLer or Teqelsing or inviting tenders, Adilitiocne] motepjal weelicibitag
o popestieg sneh tendor ®ifers, solieltntions: or retcinmendalions to the hold-
ovs OF Bt fecabit® Lo aeeept ar rejeck o bendaere offer o7 oequodt or ieviention fue
fenders slell be filed 45 oo exhibbt,

13

Bipnabure

T eertify thac 1o the best of wy Knswledege anil belicf the laformativn set
Toreh io this statenent @3 teae, rowslHete winl coreest.

L laarey ’ TElEnler: |

IE the satement 3« signed on Debali of a peczon by an aothaeleed eeee-
sentarivae, #vidence of fhe represertative’s wotlioerk? Lo =g on belsnIf of sich
Person Slimll Lo Bled weith bise sbibcment

SLELEDGLE hall

Ttce L, Saeurily and Loauos

Cul Blute the #00e of Cie Cliss of egUdty socneilbes b which his statement -
Tates Amdl Che pame o achiliess OF thee igewer of 000 Seencitiod.

thl Tdewtbfy the lender offer or voquest or invitation for omdocs t whirk this
Glatemend reldtes and stete the reusuns for bhe Seiicilation oF reeomu e b ton
Ly grcadity obeders toonceept O medect suel Gended olfer, eequest, o invitlio
Tor tenders.

Item 2, Tdendity and Backgraume
[y Hlake 1l naae gl buslicss aderess of fh puerkon it this stieewent.
(b1 Thseribe ingp arcangrinenl of welecstanding b repard g flie galicita Bon
with (i) the lssner or the sanagenent of the issore pr (i} the makee of e
tendar offar or reguesit or invitaeioe Sur tender of secunilics of twe class co which
Lhin WtaEeIune pelmbes,

Teem 3. Perpons Beiained, Fmeplegaed ar o be Compensaled

Tdentify auy povdow 0r clegs oT persous eliployed, Tetainel or i De oo potk
sitel, by the persen filing this Schedole 1400 ar by any ervsots on his bebalf, 1
lafke sdlicilativns or recommendatioty to security bollecs und descelbe brielly
the teems oF sUch dupley ek, cebailer or arrangemend. Foc oo pensation.
Frone o Mesteriaf do be fiod s Selility

Oupies of all galicitatisne o recorunendations o aecopt ar fo teject o tendor
offer or roqueat op meltation for lemders of rthe accurities spedilieel i Ihem 1
ghnll b filed 13 an exhihit.

’ Stangtkra

L ertify that o the hest af ey knowledge and beliof e ioformaUon sot torth
[ioehig atatenient iy erne, compie e el eorrect.
iThibe) {Hlgnnlare}
It the atakewent Jz s oo bebglf of 0 poetson hy an nuthneizal opyrose nta-
tive, evidence of the ropuesornldiivets agrthority te sign on befald of sach PR P
ehall be filod with the sawtceinene,

Mr. Brooa These temporary iules were amanded in Awgust ot
1068wl Januvary 1969 w allow cevtain exemptions theenvon i
to provide necessary clarification, We propose Lo i lanp ol pastnaceeLeni arful
camprehensive rles as soon as possilife based on onre experisnee with
the eeniporary rules.

During the pericd frem the effecrive date of the Bit] threngl Fel-
rasry 28, 1369, Gbngs with ug have been made willh mespect 1o 59
tender offers pind 167 acquizitions of securitivs suhject Lo wew sootion
13{d}. The daollar ameunt of the tender oflors was anprosinutely
$1,424 million. In this connection, it Js dntéresting to noee thal of
this sum, approxioetely §1,185 million was fnaneed by meins o
bank lesns wod wnother $57 million by the price sade of sonrities

1 think for the suko of eompletencss 1 should also pomnt out |hat
doring the period from the effective date of the 811 thevngh Jau-
uary 51, 1969, 103 offerings of securitivs i exchange for glher seouri-

BT B A2
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ties were registered with the Conmission. The dollar smonni of L
SeCUFes o registered wis approximately $8 Lillion.

Ie will thus e noted that these offerings, which are cxempt from
st peoavisions of the Williams bill) seamewhat exceeded o nwmber
and far exceeded in dolloe value, the ensh tender offers with B ek
to which flings wore made under the Williams Bill, I do not helieve
this irend townrd the offer of securtivs ruther than eash in tender
affurs 15 motivided to oy sigmificant. extent Ly o dderive ko avoid
complinee with the requirements of the Williams W11, T suspect. the
principal resson for thiz change in omphsis was evenonie, prkion-
Firly i view of the tight-money conditims in the st few mont hs,

Alsn, theve hus been wi inereasing tendeney to ntteanit to tuke aver
lavge corpovatinng, and in woull he very diflienld to fnnnes a0 cash
tewler nlfer in a transaction wlinl 1y approach w billien dallars,

Our expertence with the Billinms Bl has leen very subisfuctory.
Anyone who reads the finnoein] press enn soe the vast e e e
in the diselosre made aeailable 1o investors by teasem of the Willtuns
Bl and, as T pointed ont, that Bill alse provides buportant, protee.
tioms For shavebolders with respect to the sabstmitive ferms of render
oflers. '

T slnld lilee to nwaition twa otler ruleoline prroveedinges nf the
Conmnizzion, wltich are relared to the Willinos biil, In the course of
consideration of the Willinins i), ve divected tle attention nf Con-
gress to the practices of so-called short talering, which we thought
unednly fivared certain invest nrs, partionlaely secbvithes Goms, as con-
ol with the other shareholders to wlom o tender affer was 0 rectad,
The commities In its veport sugaested that (he Commission conld
deal wirh Ehis peoblen under itx existing rulenaking power vader the
Exelange Act, and we prosesded tm do so, adapabyr role 10b—4 on
May 28, 1964, “Ihis rule, i elfect, prolibis the practice of sl
teanlargr.

O Awgnst 30, 1965, we published for comment a projased ruie
1ih-13 daaling with open-market parchases involved in'a tender ofler
bry a person making Uhe offer, After reviewing the numerons and nseful
comments received from the publie with respect to this proposal
giving {he matter further considerntion, [ undevstand onr stadl has
comelnded the proposed rule was probably unduly romyplex and fhey
intend ta recommend to the Comnissim a simplified rule which will
B pblished for further eoniments. Bagically, tie problem s thar such
prrchases by a pergon making a tender oifer conld }mm a manipulative
etfect and conld resolt in unfatr diserimination between investors who
temder Lheir shares and investors whise shares ave prrchased i L
wpren minrket,

There alvoady has been certain signifinant litigation under the Wil-
Bams WilL The minst important cuse s the derision of the Coard of
Appeals far the Second Cirenit in Elestronic Sposiolty Co. v, fnter
natinnal Conteols Corp., derdded January 24, 1960, In this case plain
tifls contended that the statements in a tender offer were mizleadin
dtul therelore vialated seetinn 188} of the ack, ng qdldad by the W’Eﬁ
Hanes AL The decision of the comrt of appenls pstablished the I or-
funt proposition that noGoget corporation jlms zeanding to complain of
i vielation of I4(e] and Invther sugpested that nn application for a
prelininary injunction is the time when relicl can best e rranted,
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rather chan attempting te unscramble the coms after the foniler oiler
lins becn completnd,

At the early stagy, the conrt can raqitive o correction of the material
if pecessary, as in fact occurred in this particular case. The conek of
appenls, however, concluded that the material was not in faet mis-
ieading ancl reversed the decision of the district courl ta the contrary,

I onderstand that the subeonimitiee is imterested in knnwing whetlier
or not, upon the basis of vur experience with the YWilliams bill, we bu-
Iieve that zny oroendmends e that statote wondd be desituble. The
Conniiasion hins nob developed a legislative progrm in this aren. We
do believe, however, that. io the light of the sreat inerense 0 takenver
ackivity, which T discussed in my statement hefore the Houze snheom-
mttee, consideration shonld be given to cortnin perfecting amendments
to the legtslation.

In the {irst place, T think it might be desizable to eedues the 10 pap-
cent, fizure in scotion 13{d) (1), which requires that a veporl be Gled
tf a perzon has aoguived 10 percent af the aulstanding stocls of & con-
pany, bo 8 pereent. The reasan for this s that it s comanon for a persen
proposing to make a tender ofter, aither with eash or with reonvities,
to first seccumulats o powition in the open market and. ay tnkanver of-
fores are incrensingly directed toward larger corporations, very sub-
stantial positions ean be accumulated without reaching 10 prreent.

Thus, in ole case involving a registersd exchanee offer, the proposad
offeror nequired, before the offecing, secnrities of the tarect company
having a value of about 30 million without coming anywhere near 10
[rereent,

We have also bean told that persuns accumnlating stock prior to a
tender alter have in some Instances ceased huving just short of 10 per-
cent in order to avoid the disclnsure required Ly sectinn 13(d}.

Another possible change wodd he to amend section 14{e) to mive
the Conunission s greater degees of rulemakiog power with vespect to
purclises of shares of tho target eotpany. New section 13(e] gives
the Commizsion substantial rolemaking suthovity with respect to pur-
chases by an issner of its awn shares, hal seetion 14{e) merely pro-
hibite [raud and manipalative practices,

As the law has deveboped, dis adds Tirtle to the proteern o aflorded
by other antifrand provisions of thiosecuriiios laows sach ns soction L)

(b and rule 10b 5, creept as it may affect the qneation of standinge to
s, which T mentioned in connection with the Electmmic Spoeialty
case. Section 14{e¢] might therefors he nmended fo geant o Ll Coun-
wission rulemaking authority sver purshases by o patential tenrder
uiteror and his azsociates comparudile to that previded i seclinn 153{e)
Towr prirveluese Ly the jsaner.

As T mentioned, the Willizins bill. ws enneted, eomtained an express
exempiion for tender offers recisterad ouder dhe Secnrities det of
1s3, This was oo donbt introdweed with the thought that yegistration
worlld penvide adegquate diselosnre and, indeed, e comprebonsi ve
dizclosure, Lhinn wasz contemplated Ly the Williawms bil, aned Hatb eon-
sequently appliration of the Bill wonld be necessary and weald
ivelve sone duplicatinn,

A Jar as cliscbsare 1= concerned, Ehis conelnsion 15 correel, Tis
ukelusion, lowever, Las rhe effert of depriving invesiars to whom a
regristered rendder nffer is diveered of the Inportant substantive protee-
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frons provided by subpweageapls 5, 6, and 7 of section 14{d} dealing
with the terins ol conditions nnder which tender offers cun e male,
including the riglht to share in an tnerease in the ofer price, and it
ey also hinve Lhe effect of Jewvinge solicitations in opposition te a
reglatered] tender offer reguilated nnTj.r by the fraud provisions, wihile
Hie aifevor is restricted by the vesisteation requitenments of Lie Securi-
ties Act of 1913,

TE ihis exenpeion were eliminated, we could easily avoid any du-
plication af dizclosore administratively. Tndeed, such offers eoild be
excmpted From the diselosioe reyuirements of seetion 13(d) 171, sinee
that wnlornstion will alnost incviralily be contained in the resistimn-
tiom mtatenet,

There is onn omission i the Willimms BUT whicli may have loen
inndvertend, since it is non netioned i the legislative listor, If it
was Inntlvertent, we nast bear much of the respengibility, sinee we
Ak ok sngemesr i

VUl Wihillianes Il uapplies only to sconricies regrstered poe=nant o
section 12 of the Exchanga Act und to elosed-end ivvestinet com
piendes The seearities of juoest insosies somisuies are non revisteml
FUrSiant o section 1800}, bocanse of the exemprion eontained i e
o 12 () (2} (6) far insnranee company securities which are subjoct
Lo e Hied St regulation.

We wonld not wish b disturh the congressional decision in 1%
leave reportilgs, proxy solicitation, and vepalation of nsider fractig
with reapect bo the securitivs of insuree companies Lo e Stae s
SHET PO SSI0ners,

We heliove, however, thit the considerations whiel Tod to this do-
cision by the Congress i 1964 ey well be inapplicable to tender oilers,
Tender olfers are frequently made an a nationwide Lasis el a0 ot
presently repulated by the Stale insuranee connissioners: indveed, ir
nuight Le very iflieult for o State inganaue cononissioner o e e
a tewler ofler ninde Trom oudsule the State,

We have now had an epportunity to obtiin the views of Lle fngirunee
tdnetey o this aageeestinn, and it weonld undoubtedly b secesm
to nacertain their views hefarn procealing with any saeli legislating.,

S ISuTnes comm i e, however, writhen 1o e ANErCETIN
Pl el o amenleent T cnlopted v arder (o mive then and their
shaveholders the protections afforeded by the Williams hill. Tosireyies
vobiusies 11y rezenl periods have been the target of tender oifers, al-
Tl Tales ot recnll auy suelr sibimtion wiieh oecurred daring roe
cansicdera o of e Wilkiames [ill, altioogl fhera nay Teove lean zons.,

Tun ey staterient. before the Tlowse subenmmitter, [ disenszed sertain
sevions prallems ol paehlic oty whicl nay be presented Ty ihie eoe
of comainmerits corporibions and the use of comjiex secnrities, PRI
nlaelv delir seanrvities, in connection with takeover sitorts, T will nof re-
Pesth Tt dizenssion at 1he present Lime, particnlacly as Chese prollens
relate o nalters ol national policy rather than te disclosire, andg e
Prrevention nf fraudnlent, deceptive, or masipulative setiviries whicl
i thie primary Uhrnse of Hie Willisns bill

Tefora leaeenge this snliject, T want to take this oppartwnity again
fro eoitgeaknlate the ehairman and the members of the subeoimmittee
for originating and being instoomental in the passage of this valuable
and wopuatant legislation.
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TIE BACK OFFICE THALBLEMS AN THE RAMALL INVEATOR

Tie hrokerage covununity today is brsel with a nmuler of Jrrob-
lanis, one of whicl is its inability 1o precess the paperwork mvolved
in the execution nf seeurities transackions. This s cuused hardships
ta many investors, They Tve beon ineonvenioneed by the Intee receimt
of ssenritivg and fonds due them and avo plagned by an inabtlity 1o
vlitain coriect statements of twir accounts, Moveover, their complaints
may oo wniswerad for Iong periods of tne and sotue [irms are refus.
inar to aecept ovders 1 boalow cerlain ininmm anégunts, o

That these are problems of some wonent is amply deonsteated ]}y
il inerensing nnmber of complaints the Conunigsion has been verwy-
fanee feenn dissurisfied nmd e s cases bowillered investors, Tn 1965
alone, nvestors’ complaints merensed fourfold and i recent weelks we
Tivve lpen vevedv g alt increasing mumber, _

Tl ability of 1le indastry (o process eansactions bas not kept jaes
with the tise in mnarket tradine activiny, Ta LIR2 Lhe New bl l)_l']i b .::u:-k
Foerhangs wag cxperiencing an averos dinly eolunw of 45 niiliion
shanes abil estio ed 1Tt volnine wonld deuble e 1975, This forecast
Wiks unt.:-:ll']ppi!t] s |1:|_l'1}l' n& |'Jﬂ? 1!‘-"11%|‘| 1l avornize Mow York :"Jti'lf"k.
Txehange volnme rose to 100} wiillion sharss 1y the end of Crecomber
1063 average daily volume had metewsed 1o 113 million shares.

Fwe wajor faclors in the development. of (his situaiion hnve been
{13 1l failure of wanwgement of individual s to regard the m-
crease in ackiviy as o permnnent {ixture af the hosiness, nond (2 rhe
shatnce of Facilities for clwenr over-the-cannlor TransAsLions, wiirh
rnlve the grmtest sumber of rms and issues, and which Tave beey
parimnared e gl or sarpass, o least in nanber of sluoes, he tonul
vobiae o F a0l (ensaeriems pileeted nn the pational seeniitics exchnes.

Tn the past year and a hialf the Commission, the sef-regmlatory
nrgitizations, and mdividual s huve faken o menber of sleps
dozigned to restrict nelivity, to strengthen finaial safegeads, wik Loy
iprove procedotes for the clearaee, ransler, and delivery of secnri-
tiwa, Twonld 1i%e 1o adid thal Jast Flosesday and Fruday the Cornmission
spoiared 4 confermen attended by eepresentatives of the exclunges,
Natirmal Aszoniublen of Secnrities Thenlers, and orher interesd ed parties
forr the pepose ol expatiling existing over Ahe-counter clearing facili-
ties and expediting efforts 1o develop national over-rhe-conder elanrige
factlities, The conference marked the broadest vepresenlation of elear-
e experhs akaonieed ing of this kind and was neost helpfol inccobedinat-
inur the effiorts of 111 eoneerned, ) ) )

Az vem know, T appeared hefore e Subeonmiites an fﬁ-imu_llm'-"t'- amd
Finanes nf the Fouse Commiltee on Interstate and Foreign Come
weren st week, That naterial has been presented and aceepted.

=nnalon Wrrntass That is correat.

Mr. Bopee, Where individual firms have been found 1o have
nperational difficattics or to be vinlating applicable veeordlesepiog ek
Fnanicial responsibility requivrements, the exelianges, the National
Asznetatinn of Seenritics Thealers, and the Commiszion dave iposed
vestrictins on tla activities of aneh firms theowgh infermas] measures
ar whets warrantsd o the formal institution nf proceedings. T zome
cnsges, tinns have yoluptarily forgone expansion ar cut bicle from
prevaiding Tevels of activity by sel f-imposed test rictions.
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One such valuntary restriction Lus been the rifusul of certain dirms

h.' eeept cistodiers’ onlees helow 2 Hxed minimum amonne, & ithonel

we recognize the urgent need for firmes, with diffienites 1o impf;e

‘I-:‘U|'lltl11:1_1'l'§.' restramts, we ars firnly opposed to the imjpwsitien of

restrietions thut would deny sinall investors an aceess to oir sveuritios

mukets, “

Vhis 15 partionluely so in view of the minimun LOMMSson Te
structure which the stock exclanges have justified, in [RPL, i the
grod that it enallus members {o n::cmummiatxe sl teansactions by
l-|1ll.". Lublic, Whatever the validity of this elaim, und my remarks lire

Are an e way intended as a value judgnaent respeeling it, serions
QuestionE are 1uized when the exchange members whe pt"ﬂ»;‘lJLlslx:
solr;f]mad s,mgt{I elers nov ref gse Chem, o ’

we prestdent of tlie Ne “ork Htock Exchiumn :

nL“.‘liustI thig proactice I[fg::. }‘ﬂk lj@lt-}dxhh"u-tﬁm o '!-‘-]pnlld‘tn P

; 18 5 akio cdisewssed this matter Tetore Uge
Subcomniittee nn Commerse and Finanee of the House Cominitice on
Intnrriat.uu*.and Forelan Comineros, I o

We have written to the New York Stack Exchanpe expressing our
ST with Bhis practice and have asked for a fi3]) raport. ﬂpi:ﬁ: re-
cerinit of that roport, our stail will mest with efficials of the exchanoe
Lo rh-,tm*nun_n what aerion is required. Tu the intem we mil continje
Poo nake sujtalde dngniry when an imvestor complaing abont the re-
fusal of g pariteular firm to handle his order, Our stadl does this in an
adtempt ta determine (i resson for sueh action, as well as whether
thore nre ather firtns which are willing to accept snch business,

- M [‘.Imlrma]l, in thiz connmection, we wers Mewsed o rote wstrﬁr-:i:w
noone of the local mewslees o Inll-page advertisement By one of
Lhe investment conpanies that they will necept orders for 10 shures
or 19K, ' o

Mr., Chairman, as you kuew, the Commission has had for I T
manths a heaving underway, imvestisative hearing with remird io come.
missan rata stenctire of the exelmnges, particuladly the New York
Steck Mxehangee, The order for thai heaving sets forth the fallowine
seven Twond areas to be explored {n the eaurse of the investiral jon -
(1) flqmmmjnnn_mte levels for nonmentbers and for exchanee men-
Bers (meluding intramember rates) ; (2) the services for whicl, cam-
s rates pay and Lhe eosls allocated thereta: (5) plvenps and
recipronl praclices mnong different aatémories of membeis mnd non.
niewbers; (4} membership for financinl institutions on exchaoes ;
{A) pzonomiic acaess to exchangs markets by nonmenmbey broker-denlors:
(6) eampetition nmong exchanges and other markets; and i7h the
necessity for restrietions on aceess of exelanee micnhors to the “Uhird
trlet™ (ihe averthe-countsr market in Fisted seouritios 1 which
market there 1= nomininmm eominjssian rate},

Pragmes 18 tarornugl: 25 of mv strtement Jiscnss the peesestation wiich
has Teen wule b that investipatory hearving in guile some detail,
Aot of it s terlinical, and with the permission of 1le ohaieman, T
wonld Tike to swhuir pages 12 thenagh 28 of my statement, for ineln.
s1an in the veeaed willont readinge ik, )

TF-ivnn!nr Winrnaaws, Speaking for myvself, that wonld Le fecepraelle,
Your sfatement was given to us this marning and T have not had the
nrnerhmity to eacd it n advance. Mr, (Chaivman; therefare, T obyiousty
wHl ot he able to infellizently ask any questions which T might have
it thiz area, ) )
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Wae have a lot of fast readers on tlus committer, anel perhaps they
can skiprerd while T give you my undivided attention. Therelove,
without objection, those paees will be included in e recnrd,

(Tages 12 throuph 25 of M Budge's statement follows ;)

STRUCTTUIE AXD LEVEL GF LCOREIREION WATEA

Sinen farpateon of (he STSE o 1772, member: beve adhored to 8 sc-hedole
of fizrd eakes of eronmibasion charvges to Yhe general paldic. The 53 e at eeesent
bes thoee essentizl characteristies: {11 weiahers moese chaeme gl on-metreees
B fized mimimum rafe for execnting trausactions; (i) members are charged
g eobghlerable bwer prefetoutio]l role of comwigcion; ol 4§§i) moemlera ace
required tne Lreing bt an evelgoge ket gl theic transacelnns, ineluding pore-
arranged trardes, whether as peincipal or 9. agent, however with exoeplions
wWhictk vary arong 1he exchinges.

At the Gene Lhe Bxcbanoe Act was paesssl, rhe iosdidngionad lnvestor wos a
relntheely unimpertanl fetor in e esehange marked fop comaeon seocks, el the
exchange ratn ateaconre was aricnbedd fa e eanceph LLit thee porol unib ot
trading is MW shares, This steveture has conlbinwed except Lor Trodted #inkesine™
qhacges effecied December 5, 1908, Thus wilil thel dacge, exchange snmnels=iok
m™bes contained Mo provisions for cconmnies of zoaie, Boe oA TGO sluere order
the minimum romtinissivg waa O tioes $hat oo s I sheere towasioetion,

One conseqoeccs was that mntual fnnd munagers, whose odvisory Bees i
Ay bhe amontik of sesets ther woauge foetenses, Doogncd thal the inroensiagly Livgn
Tolukae ol sihck excliaage poptfalbo ootanlssaona padl By the fiels they wnn
aged snuld e nsed to supplenient the salea logad esvned by breoksae-iealers for the
sale of mukial Cund shares They nogolinted wirh the Tuauls” pocfolio brokers the
pirtban of the snkbiteren cominisston the 1@f b were to retnibo for Tecting ihe
funde® teanzactions, The valance of the mirimnm commissions was diskribited
or giTen up, At the direction of the food manegers, pimarily to the many breker-
deylers whe sold fund shoces s, 20 o legwr exXtent, 0 thowe wla anpgilied
tesenoeld or slallstival servlees. As a resolr, exesutlug hookera wonld give avway ar
“give np" wost gomnienly G800 pereont bud as mach A5 B per cend of the
fixed enmmisgions. The pive-up rates generally were owor [ the eserating
broker was s subrtantial seller of Tund shutes oz bk aappilsl cosenzch,

yiveup techniguea wote comnpllentod by YAFFINE TesMTiolmed B el apeon
theit respectite membera by the different exchomoes. The Swew Yerk Srrek
Bxehange, which 4= the primary market for must of Lhoe sexouribios deadd an by e
mutmal famis, juceeried o permit cogmisdon sharing—or glvenrs—only 40
1ka owm aneraberz, TE 3 mntyad fund mannger wizhed o nwoke w2e of it: comlont
orer pottiolle hrokiernme to Teward a fynd soller who was uor g measher o [he
Mew York Stock Mzchange, there develaped a vaclety of Lechibgues to fAeonipe-
plish thiv, A New York coemboer wha gotz husiness 1onm A oregimiad member higs
traditignally becl permitbed to resfprocate by bringlng Paslpezs o the reginnsl
exchanmee and sharing rommissbon oacted ot such husiness with the Terions)
miettber, This practise was expanded to nebwde reciprocadlon af the dicecllon of
the outnal fund manaeer who was rasponalhle foar cripimating the husioess done
ou the ¥ew Tork Biock FExchange. 1Tnder the rulee of Lhe megional exchanges,
omim isslon conld tee ahnresd o (it tesrnbors aml 8320 Fa g Bmi bl oxeent swirh
hrokeragze firmé Whloh were orl? metbers of Lhe Batinma] Assneintlon of Semick-
ties Dnlers, Ino, Placing of biRinesz on oa egionsd steeh eochange was oeln-
ey ensr (0 arcompliah where o nember of dedh tlhe NYSE and ¢ regional
exchamga bl wegotiotud A trede delweso the Maed and one or moes losti-
tutivual burers, This oeade (commonls Fpawn as g “oross'" ) eould b talen to
Aoy £xrhanse where fhe frm waa & membese and the commisslons econbil linn
Tw gharedl Roeirdingls.

Acvondingly, these praciices enst conmdevahle Joubt on e appropcEntienoss
of rale levels nnd on the vety existence of & minlmow $tock Cwchatge commis
glon rate gkmors.

On May 25 1884, the Coomizsion mewed ko coroeer wooee of Lhe rabe Aaenaltles
praduced vnder Lhe then existing Mte sohedele. We farmally cropestinl the
NYSW o adopt nne af to iterim rate stroctares, One progesal enppera bed g
wolgme discount am well ax cheanpes o eomcd=don raled whleh have noveowed
the then exipting dtarrepanclea hetwern Graers which involve fhe anme sowount
af rorer it dlFerent priced shares. Alfernatively, the ¥YVAE was requestiad tn
plitninate fixed mtes of commiskion Eor the porllnns of transactions o excess
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f 0,000, In addi T
of cxisting i:tr::::l!.:ﬂ?“.' itwns suggested thiet nn apmepriute review ba made
iweil s ir:h"]'jl'“ — M I et cllarges. Those Mouesrs wers charierer.
winlid irl-al.'iﬁut.p D][h[j:u;;p.“::] thg K-"'I]J]_-F! ﬂll‘.lﬁ, the CHMITH s g apaouneed that it
SIS 0 e rommisgion ,“!"[H fo give 1uare uxnenxive considerution re we i
metued un Tnly 1, Yo TALE StnIture Of fhe exehnoges, The heartugs cou-
' P ; o
1-'1'11.1:]1-:;3;1;;:1&:!11ﬁ'ntfi:l::ﬁg.-r[h';Ihlxi'f‘r‘]E Actvluel e O sRien thal ite Foamd of §iam
trnsantions, Howerap Dw vith 2 el for np inderine Tomae disconnt o0 1o
PEODSL 1 Somenhat Qilfermn sehontts porortABA] diffenities. the Kxeliangs
In-;:;\:-jﬂin;: A T reditotion | j.r-'trl:l--rtll‘-|'||.;|.:r rr1|1|:h-.'::|mraﬂug ROOUADTILY dlseount frd
[?r'l"‘-":'lil-r.l.l:‘;:::.’fh:;?:f ﬁ\'uralll eeductlon in rommisalong o B dweeatory wers 2
pInsed b _“mrn:;'j".'tf A nnder e Cootgssionts vropasal. Flig NYAR -1.],..-[;
THIRE iy .‘”_,'“\‘w] . ﬂ:pﬂ {:ni_l;;lt‘ituhrm to bl cnaromer-dirocred sivenge, The ot
The St o AN .}":L‘ﬂ"lhll"l‘l 1;rn;wT:1tll ared 0 wonk fito et Lecatnber o [
<TNETAr T pies, kih =noam I mukptr res|ooal cxcliepaes Lhave effvernd
Tha ™er Yaork - }
"'“h'rllll"':\:l‘l:‘p ;i::r:l;uﬁtx:c Fxelonge ectimnlsl (00t on Ehe L s S 10T 1oy
ventars of :I{il]n_-"xjn”-".ll;-}d:]r:r wonld rosnlt khoa Tl oeereian] suing seving fooin.
wvinge will poeege b '-F‘? -.l--!'hm'n‘.l_ll']_ﬂ PT Lver FOOND e tracding daey, Ll
frex markits teongh ) l?'wm of Willions of rereois wha inveat o auy seenri.
Taenn+ing ﬁ““is.—-“']jf-! INSEIENElE L madin— Aanuklnal fands, Bsucainen Fﬁm|m.||1rv<;
WS AUbijeet 1o the ::111{:*:2!gﬁﬁ:::rilt:;irafr::;:#lj; F‘;\’*-'#It_'-'?ﬁ, The iz un wire ':”.I:H-i
the ro im A RE T LAl PR proral (e i )
fioma litful-].!.1111|1|r.:-{]|$r4:mTrﬂ srehange: wonld wat be l:ii.'-'tl‘!l"l.‘u_'ﬂ! ‘l.\r‘h:|+fvrl~p:':-'|t:::§lf
s |I1"-Ii-l"1,:|'\..|'] m-wa ]u t]hn Nhtinilé desbrhllity of Chese penetivey e Con
The publh: Bt ahmid nol B altured? ws geart of tha ineerim rhinge
LS L2 imretin fnre o o COINMssion rate stroetane whivh kegan on Tt i
frobi |mr-eu||§ ﬁ-;] ﬂu-jfl?i m_L_r.nrq:. Trs prpese |z n develay avidemee fram |nbar.
of Livestignrine pufn Pl seven broud Anas to whiloh He Gomlwsiom opee
i he Mol f.ln.: rt_b :-r_muulamnn Tite bevels For Wmetnde by pad 1'4;1-
t'nmmi.‘-:iun ’.‘"’I[H; .NH_ !uhtn'lmz Intrn-mralete enbes s $2] the seryviees foe wltieb
ESHATEE 4'|I]]I’1|1Ipé |[]iﬁ';-. 'I.m Lhe et allieured Flwselu; (3] Bl g Al rocipeoy |
ST GOt fits i) Tosniene o CERrEES 0f bennbies ngd 10n-tumlers: 17 negher:
ety by s m.t:f.ur:mns LIt UL TR TE RO iﬁ'“f.'.m"m,
Ather markets s u:::’[‘TT]-Trqi:r;:{;:itlzit}lle;;; rr:*l l:-r;:_np-etjtinn ameaE cxebane an
s ey e “tisl T DB ¥ FESTEIntions nn :ll;_'l:_!'\:x_i 3 'F'N-'{"']'IFIIH_Z:'# r—
'L‘u']jflj'!l. mereked tleere i.qﬂl-:g‘||r|inJ!:I::::ﬁ|n-r‘:|:|-t]1-|-1taul:ﬁ-s:-2it:|-lln::tr.,{mrk“ M listed securitivs in
i'1'na:f:’”|l1l1lgr::-ﬁ.;?ﬂ-:::; RT:I:-h'H'!l_HR AR Ee nf Hissed desiea inve e recelvidd ¢rom —
Baltimare \¥ashington mmt teine . LOCK Amerlean, Midwest, Philedelyphin.
AT S ._l_r;!..nn Al Pacifie Ciwst B0k Bxelineed | e Nnliomnl Asso.
Fheimi s 'H'k‘r Ui Tralers, Ine,; broker-dealecy that are EXehnnge memhver
kR mithirs, wwd peprosentatives ol LTEde AssOCILTIANE : the e‘llatE-Tr;ufil:

Triviston af the Db o i
i AEPRLETemE Of Tusties amdd s isks who restlfied at ita invita-

PANTHITM SO MIBESTN RATES

Trz : e ATH

Hlnnlf{hel-wr.-nnrm. of e hearing, _Imsl-’:.nl],v sanflictiog peslbione have bepn -
e W AFRNNT  stititie celuinges aod the  Auri-Trast ]':11."%'
1:“ _Il_l. .Pl:lrlrtlmunt A dnstion. Fa Brief, the Justice Twpmivtment h:u.u take L;;m
P'{:J'L"]l11I1I‘-$I~' lat MR nniasion eete slpetine ‘nﬁt[mml m{#mf
“.;i1||‘1]11]:: n;]ia.r':llr11|.[-_-]1:‘l?i'|-]3.- r:-]:c :|I1r.nliplrl b Llbme valame pusiness—-is inm.nﬂlfﬂmz
k ; ey b dn fhie anrigpest e, T iki A
» ! 1 i T ET A R ikt [ Flipd, D e
I_Iﬁ::r]'::;_‘.lf:.-]ernnnngm: ACE the Carigress G0l nol meRdnte fixes] rates Ene xrm-llcm.:::
“hanges; _ml talal g cokes wee o IWoeesanTy fo make that Aok wyurk @ th
;;:T:;pi w c::}.&l-]p} $Anlirds of pearnnanlonesa of ek BHave ot IIH:vn :12'-1.'1;;1:;

A alifeendb At rerluiges, Imipeessih]e 4o iy i .
) " . i Ty CEITS i
**-:;:]Ili‘f4!11']ﬂ il Tham e lation sTiowhE pnr-:»'n.-ruitjr'| for s tiverse ag tduster,

weNcT e 0 thoir present Liens, B s t i

HITAYE Rave songhk b establish th; i

- . . ! t . H 1t min
1]:-:lrr 5i-|;r|%¥h1]rn .Ih I.L-l."'t"i_‘i.ﬁul'.‘. 1'n|_- = pirgea e agmoratin) of [he exeliyhge :nurkptim;:::{
et 11 SO0 vates went wbolichod, (he eentrglize) mrkel wankd te g .m.i.rﬂl'
o l;;u‘?ﬂﬂdnm lnger hava Elu- icentive to TR e hwﬂn{o n-l]m,,h.;.rﬂ'

£Lh ' LR EX eSS of regiulation br the exehgses = r f ;
ot e b=ingss, and (L oy . it o the Bereis could not

The, : EresA, when it passsd Hhe Seracities
el TSR, ek b g TWPIh i e R
S sk Tl e xi=teare of o f HIF [E

! 1atd4, o el Le- . sud TR A enm ;
Tt SETUtTE S0t umAl serar)] jes exehAnzes, Inoaddltion, the NTEE ha;:$£
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it= inlentivn of eotduetme 1 stody of wihne servioes nay eensonally be il laded
within w nunimum mle stoietute, oF the standanls for aelerminging e moos
onablencss of cate Wrols, AT to semzesl spocilic rbe levals mder fese siond-
arila.

The Jostice Thepartiment, in 6= Junnary 17, W, Gling witls che Souamission,
Tz apkesitted a lao Gor the prodnal inrmoduciicn of megotiatod exchangs Com-

Taiselng Eode,
ACUESE

L now fucie e the problun of weeess o exchaonges ol olbier mintkets e -
elatre-Tistod seeuribties. 1Por Cagumlssion rate prcpises, NYHL rules veecinize
ouly B i e of entilits, Inembers dod son-amimbers, Son oemlir breker-deslers
st gy 1he full puldie vate Lo exeewe toeles o tat Bzehauge, To niuke 2
pronfit one TGt im0 Bk 1isLo] secnvities, Broliver-denlors LRk 400 ot 1etn-
bare of Lot Fxclongs st eicher opilize the céglonnl exehanges, the thinl nrkiet
or Ty upon redipeoclty Temn member s to pecoup soae of (he miniwomm oo
Tai=Hinny L.

Muny broker-donlecs bave joiwel pegiooat fochieinges which trade B seenei les
Matisl 031 the BNYSL, swcidled doally troded isswes, Do the pears, the eeglonal
pxchzyres’ ading i1 el secnrities loes conne e oaloeaant Do wll bt s very siail
peclion of their volbme, To the extenl that ovders in dustly 1valed seewrities
v L g0 begd on Bl rogreoluel exchange, sole mianlers (that is fross wehich are
penle s oily of Lhe oegiongl exchangesd bave the soawe adviolages as ey
wonuld ehtain o e semsbipy on e pricsoey exelangn. Whers g obder ar popn of
it rantiet b execibed on the regican] exchnmge, 16 s fovwandied to $le pricmary
exchpige market Though the sole metiber of ke regronnt exchouge pars the
el mennber (e, A o whlel 23 50 menber betde of (he eeprenul e it oy
axchuigrony the fol! nomaoendior NYSE comubssion, ool praetices of [
standing ewalle him 40 reooup $0-507 on other trades eflected F che ddael men-
bBer on the regiomal oxclhanzo Unkike the NYSE, @ome regiondl sxchanges al=o
providn reduced aoraemlastans far onders off non-uesler eokerslealers which cin
be cxecural on the regiounl exchange.

SNolpteeber Broler-tbenders also mey esecnde e Phe Livd maloer ewAbanee-’
oriders im sevenl andred of the wodt conaeoaly braded exchange-Li=lel secieri-
tiee, The brokar-lealer boys or splls sto0ka ot price:s comnguetitive ta e on tlee
Yxchanpe atul chaceed the tmatotner 4 commisaion. IF Bl 2eowcity 02 oo teziei
16 the Hhid trarker, the aon-muoher will hiowe to pay a T0l exeteingn comonmssion,
although we understand that seme broker-dealces mapage, thenogh vediperoee]
preckieig, toorecoaurs park of 1he oo ssions thus mabd.

The Kew York 3tock Bxehange bos argwed 1Bt o diversion of ang basines:
frof the W TEDE ket 13 andesl mable, Thes calbl ik S“fepettonefzing™ the congreal-
izedl auction mArcket, On the ather hand, testdmony bas heen reoelved fram the
rigicd] exchinges and third marthet makers theat fhess moirket jilaces haen
prlneed conpetition which 15 ire the pobdic inteeest, Connpwefifinn foom Yhee -
mirmal exchAanpea has ueladed ioorscadioons s=aeh oar cenbroalised  bookBsesioge
services and mproved clenmnee metheads for member Gems whicll have enatilod
Elodn Lo coanpele et me eeetivedy. The thicd 1odvket noekers Lave offersd price
cpmpefibicn,. RoesAution of the oommislan e @ouetuee qeestlgns mas woll
requeire an qxsegsment of the actunl and potentinl beoaeils of competitinng from
those ma el places,

Tinlike fiud] managers who ook ba brlepeaddent ieglkeer deagbess far the aaede nf
Tam] shuces, Find tlbnagera that rely on thwie aovn "eapive' sibes arganlzation:
hiave not had the oesd Lo ntilize exebanen cruimmissiong ta rewa el hrokocdealars
for Preel =nles, (ther instomcinns sueh as fnsranee somponies. pensinen Tl wed
college erddowmenta alse huve not pesded to nse o folie brokerage for snch
PSR,

Aorne of Hiews joslituliong have indierctls joined reglonsl exehangne Mipseh
puctnherahip af theic Brokm—lealer affiliates. Ther have therehe sneevetwl (1
relurnbne to e smell bvestors seh eonprisn the Insemmtion all ar part o che
neoflta directl s o Indirecty chdalned by the vogional exelange aflinge Eoopy the
iabitabinms" pwetfolie brokeoeye,

The regional membera AfMlAted wlth mich Inatitations Bave in womae cnsna
Fiited their activity la obnising rednoed soonmiesinns on he Sl portFolin
brokerame, o ether onses such members Wre I0rEasIinely eNEAEel Fnoviaing-s
pupcbs aF Pl exXeliaioe brokeraee THiRinsss o comepet o wwkth athier meseher
Hrmt, Okbheer Insetatlons hasse o contant b ineeat inoan eetabli=lied rrasinnn)
exchange Arm tn the hope of realsng peefils foom brslpess unrelated to the
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ol cMupany'a portfolio hrokermge. S0l ofher Lostitutiens have indicatgd
that thir prefer not tn onter the Brokersga buesiness rrovided ther obeaire ogae-
CHR LT eSO i O exechinm: porefelio tranaations,

Redwied to its abmplast tetmy, the Utleation of Aen-tuumber fovess b whether
e shoodd by prefepential reduased cotanbaglon ftes fOr ocders from hroker-
deiderd who ure not WTiedy mequters of an exchangs. As 1 hire Trevinnsle nated,
i D of the exebknges (ot such icsy, The New Vark Sk Bsolaige coes
wot, Aloeovar the New York Stk Exetrnge, ke other eXehanges, ans 3 fined
urtber af seats or weoiberalips Avidi e o sale Thuz, e brobep-decler whao
esiees fo oditidie the Benelita of the reslinitd rntes of oemoniessiony for tnemlera
Wiz 1o by st gent frorg another memlur o the EUing ke BEeats on the Now York
Stk Exchange vecontly hive suld in Edves bueild Tl ] Df ESO0 0.

Binee the NYRH |4 the PTIATT MATHEC For 1ot SeeTlbivs bisked on ik, o noy-
FEnrher hrnkedenlec ARt —thanlgh e wilr pesort 1o the reglosesa | exeden goa,
fre thiod e vket amd varigus recliieal techinigmeses ohtain dirart Boces: o Ll
Il market, Whellor or ot bhe adires], ippeenaches are fnlly sotisfctory
frun Kl standpning eof Mae muitlie and Mie indusicr is one of e IUEFers 1o he
furthar considered during the course of thi heneings The regiomal exohunees qhl
sthrers Rave jwdigbed o0l thad IE The Sew Yirk Btk xoliaegee farmids a snbectan-
fink peolvssinma L oisconmt b brok Ar-elealers who ee 5ot fmeohers oF the Eixehaame,
this #anbl hAve nosubskantial effect oo the atirerivenms of e bBerallipe oh the
Teginnal exchanges,

The rieecees problem bas auother aEpoct b it So Rie, 1 have leen discussing the
FE2it® af guerrss of neafossiongls to the exchbage markets In 1054, the Nuw York
Bend Fxchange salepted Rnbe 20 whinll rastrictad aecess by {0 memlers b $he
Thiert e rlket. "Fle Bulo i effisct reduired 21 menaters toooxecute all of thekr tos ez
ol the Mow York Stock Fxrhange ar mother exchange of wiitol ther wera m me-
ber. Mewlwry werr prolilited Doom denllng with third morket makers ualess ther
chargnl suely market nrlter the oiinie o Neww York Sreck Exolhangze rahe This
nrevision mode iF iRipossible o e memdiae o fooolsnin for ita el wsiesdanors
bwersedire, frare decling in Hae thirag ket Tn 1968, al the Calneizeon's s,
Ehe Ponicbdtee ndnpisd Rgle TR welich Allnws metnbecs Eoe gy ndff -l and

Aol et Wbl certrin puadiliad ke market makers, witen they oo therohy oheaky
i lutter peder For fusie rablic enstamer. Hos Erer, thate kas beon fost imeny in e
coltminixsion Tate sirnefuce Tearlnge BF tertuin nog-rembee fierms st this T

Tl has got Born aetieying its nhjuettve becnuse of e eomplex nod cnmbersong
Precedures rogqniced uader it

IFETITUTIUN AT, WEMNEILRTEIF

Thee bmane nf wa-ress alse Je relgted e the stdect of institnliog: ] mLam b ralbp vn
eXclilnges. SHnplE spwaking, the aunestion i3 whether Mmaseial nad othor lathtn-
Firvies snu-fsas o wenl fanndia g s nee companies hanld be pe ittt Aireetly,
ot thvmgl hevker-denber afBlgbes, mo Burrebe ancmhbers of nftions] aeenttics
eXchanzea. There are 4f Laast twa types of institations] wmembeeahip, Chie iy by
ChEe wlivee (i famecia L inslimgbion dosires to g e Beat Lo benclin from the
Fedneed Costl of cevandssiang e je o cransaciiomy, The seeond j= (e sequlsition
Al ik sent Iy an institation Far Lko [HUTREr ot BHZaEing i tlwe teaodleinmnsl hroketage
bariiss far afbears. A nmleer of instltations theough banknc-rlegler affilintes 3]-
Ty Py zents om soene oof Ele reEioml exebanzies apd nse theee mealy for ane ap
Tt nl { bnese s, AmAng Lhosn nre sy of fhe Inrgest malunl Meds, .6 well
L AR R D DS AN ot Rer Gl enidititinng, The Ny 81 peohihits such
Lenideereings themsgh a vl oomiring thne o1 mirkners or yobing sharehaldors of
A dovmdwr v b engaged fulcime i the SECUTINeE budipess, Honerer, there nee
R D tirmbers oF the WYETE which AR Envedbiboil alvisers to affliuted invest-
WENT coingeiing, seone of wehieh abtain inlioee beuefts io Fheer Eormy of melured
Bumitiigeiene B o2 & reslll of tho meembsr firm hanallibg tieie oxebenge $raos-
HEY FLRTP

10 e s, in=brgtignnl taembershipg 3 pavely a CIHNRI S 20T 1l s, I
mther wienb an Enstjlnbional metnber of amoexchatnrd mar obtoin rhe Beaetit of g
diamirel in eobenission FeLed win eNernb L LTS D1 ik T Falin of com-
ikt sloelis, T dnolher stnse, M qnistion of itk otional Mumlershly Benra
Hpet BT D0 re = PEn e of Bl seenn it jos ity

Thr ohjreriaws to institne ool mebbetship aee stated in torms ol an Lnabillty
ol LxXehaugis o regibate iINSLTWNAT Memters or their affillutes Avd o ronrers
that o oy i comeslssicn revenue will Wnpuir the ability of the tracdlficnsl e
CLREE eunmianily bo gecvies publle investors, (i the ollwe bewd, propohenta of

»n

sl s ltutional memberghin poiok to the valites af permaibe Ly l!'l,trl'_"ﬂfsi.'d -
puticion jn fhe seeatities industey cesolting from the entry of e ﬁrma._ I
A very closely related isste cowetrns publie ownership of member firns. .
refnr b H Mow Yark Browk Txchange rf‘l]llierIll!'nt whivlh hasa rtha offect of im.:
eubitg awhirkiup of member Arms by the pahlic ar by |}11h[ln]y~ownnr.t cgr;m;?
Uons, Thero are besy sweeplng resrrictlons |33 tie foles of alher mrfh‘!nnu. , ¥
war of tckground, I should poiot e that it bas anly Toen in ro.s:ent_ .tzmes; t.I.Jlt
e guestion of tho Puklic ewnecship of firmsg, :-'Itl::(!]i angd bimls CESEUIL i-.u:-
nifiganee, Mob antli 195% were New York Hlu{.‘{.‘ Exchunge fArinyg |:l|-'|..‘III|.II‘.H‘|tha4;
inoerrpncite their grgandzation, Uncll then the Exchange took tha Ims.:tm-up £
vorporalicng, willl thelr akility Fo speend Phedr owonership awoeoeas now fm :-":_'
stackbolders, would fae lesy soaceptilde to Exchange eontral than wlﬂ_uld ]'.ua:r .?Pr!
ships. Tn permittings il](‘ﬂr-]lomti.-.’:lrtht];u: Lxehunpge sjmeeifically entained cotdon
] v eeml witfy a= a atechbolder.
B T; :'-':*np-‘uat Et;l; aor :fo. the New York ghed Armerloan Steck 1'3:‘:1.'l|:11|a:ﬂi. rli;r-n*—,-:-
nizizz 1he wecd Tor uore kgg-term canpdeal o Iiamdle expanded baziness, avn‘i!
1|-_=!g11|'1 trr vaconebd o Lheic poovisions do bl gnestion of pulilee oo ooz b, I{.-.-*.Jm:-vnl
of the rostrictions on publie aweership woold  foroe thesp cxchanges to .tJ:l}[-.
AlrecH e wifle rhwe rquestiom of fnstitorionnl mcmh!_-r.-;hl]'- cinek Infimeial m]s.tlt]u.-
tinme are publicly ownped, Tostltorlonal membserehin Gl _ls, I turn, & osely
imtevrained witly the st jon of somnission rabos foc !nHtlt,thmnn] _h!]f-!:]:l{"Flﬁ. almt:E
the proipct ol sommission Suvingd is a Imwjor ioeeolive Lo sowe [ostiletiows o
“EdRp O PN RTINS G TR .
EE:IEL"F?:::L!:-*I ';::lr':’i‘ I.'!IRI'ILJMELI Ao 5til] weing divelopwe] in CHIF CUPPRNE Lo
miE<knpn rabe Sstrnemnre heariszgs, Ocher issnes schich T Bave not (ilH('ll!&EF:(l. el
Are refalod ue the motier of comomission rate fencture aml will be the snbjert
of fnrther testitweny io 1he hearing. These incinde :'I'_n:,L miather of imra-m&]?r‘fpc‘r
PLuLisFIon cibed, eeresy Lo Prangection and Bueoc iuformalio h,'_r EUTTE I & 1T
Iarkers, M Singret of aotomaHor on emupoedil lom Debwersg snarkees in exuhmﬁ-lc:
lizted] serupitics, the deiecminalion of what practees aeg; dpf{"ll‘tglfrl;,! nudi e the
inmterim Take sfrnctyre thal beciine efective oo Ieccmber 5, 1005, und refatad
I“I}”:]i—:-"ll o Utat e a3 PRk The Connuidssken dutends Fir prpdweed ns expedition:ly
s poEsdlele Witk T cdmmessbon raee sEraetmes ]ms_ll'u]g, Wihllu i3S LT
are the salject of il heiritess wee Inberoelated in sareying: rI:-_qu'v:: whil 1.\.'h|1_1=..:mm|i
af Pl ey of measalty hie Fhee stk nl"_ Tong irpdn sPenlivs= wie sbhall give tl-]]ll_.
commlew besues pac ot eaectal censide s tion nod woe shall el E:mu_'!pn_v wit
Bise Lzsies which we til sneceptible of sepdeata and posanust resalntion,
Whilt we jatend (0 Aenl with Hiese mnakters promply, T da not believe it would
he apguopriote for e nr for any other menber of 8 b Citianizgion 2 b -I]l[i-.'IIII‘::
1o reach conclnsions smesrning the izages nx 1o ®hich the cevnnl m_mmm]l'p 1L
Al ez e Wil we huva ol had fhe Demelt of staf cecomuoendiationg oy Lhe
views of all Inkerestal perseons.

Senator Bexwerr, e, Chaivmaw, wiy Task guestions for the record
st thiz point?

Senatar Winaraws Surely. ) .

Senator Bexyerr, Me Chairoan, doe son have any impression as
to when thits hearing may bo copeinded and the veport might Te
availahie? .

Mr. Broer, Seaator Berneth, T asked that question of the officer of
the Cownriginn who is condieting the heaving, presiding over e
hearing and also of the Trirector of the Division of Tinding wid M.Iur-
ket this morning. They rannet give me an estinate as to the closing
af the evidentary hearing boeanse of Hie natnre of the seven element s
bt e imposed in e orter of iovestigation. Some of th“"‘.“t ohvi-
anzly. arve going to take quite some ?.mm, However, wi o nne imbend
to wait natil we ean wrap up the entive nackage, we imtend o procped
with tha comanission rate strusture and such other mattors as wes 4
dcterming in the ralatively near future, Sone of the ather ranrl'lumrm:ﬁ
regardingg some of the seven investimatnry areas obvirmsly WI”"-:I‘.]{E
somine titne, bt we oden’t intend to watt for the completion af all seven
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breforo we attemnpt o resslve the individaa] ones nnmbered one throngl
LETen,

I shmldl say, vegrarding the hack office probloan. My, Chairnan, thal
I havve been Earnishied this noen ingry st before citering the connmittes
v ligwees Indieatiag thur the paebiero enn tiwe Twils sitiorion as ves|at-
senterl tn the lack ofice problent has troproved considerably just in
tha last week, On the Xew Yerk Stock Exchunge, the fipvres mivon me
By the stafl this moruineg, staft of the Conrmisgiog, 1305 to deliver ave
s 631 and Tuils to receive are minns 3.95 pereent,

On the Amevican Stosk fxehange they ave minns 7.34 PRECENL O
the Tails to deliver: mits 1255 pervent on the Fails to reeeive,

Tlee figures {or the preceding week and the dollar figures whizh xee
repiresented by this cluings in e Fais are sot Forth aned I onn give von
the fignves which I have, and T ean favish U e the record, slioy |
the chairmun so dogive.

Sunalor Brwxvrr, My, Crairman, T ohink that we shouled asl that ic
bo Dmished Tor the ruend.

Senator Wineiors, If that is possivle,

Mr. Booen Thank von.

{Ths figures reforred to follow:)
| Mt traudae, Aoy 5. 10wt
Bud dect : Taek (e,

e bawe today recvived Hhin TLEOEE OF fadla fromg e New Yark Sook Exchianre
st on |ty 4 metber weekly sample. Tha fgnres wro 55 fallnws -

Fails in deliver
Celiwuer et owirtog)

Fatls rareceies
LI 2elon gkl )

HEW TOHH IToCH FEXCLU A NGE

Week tanling 252880 Wierk cnding 20860
JEHE

10K T 1,355 N0HL
Worll areding 201 /80 Werk roodirgg 2797 -5t
FAZ7 0w 1.5 W)
Dhevrense im fa]1% [rom 2421-28,4m Dlecrease in faile From 2000 88 G

— 7T AN

. — 154 THR
{AILaE R.51540 )

ARl B

AMEIUGAN MUK EXCIEAxGE

Weel: ending 228 /80
90, Th0

YWel; cullog 2721 /80

Wk ending 270840
EILIRE L]
Wik eulipg 2721 Mt

LT LA
Tieeren=r in Tiglz from 272128 5G9 Erowpene dne fuids froag oq Er- R
=0t — D HE

{ilinus 73485 i b255%

MUTLAT, FUND LEGIELATYTON

My, Rowee. The muinal fund legislation which we proposed in the
Just seasion of Congress and the backgroand of thae proposl, inalid-
g the Ceanndssion’s Repert on the Public Coliny Tenplicationa of
Tivestren Cotpany Granth, are iy oope Ja-r Crven snaees | et e
tia Congruss, This ranimiir Les, of L s very Bimniliar with ¢z jeg.
lation, sinee the ] eomynittee Teid cxlensive learnges af tie L
session of Cougress unl develnped o bill which was vipirted nod unl
passed the Senaee on Taly 26, 1968, Conzequentdy, T will o) vipasak

i

; S s Y ey e
Lewligvenmed here Tl will mavely-abscies tha Inn-_l- Franes T e [IJ-‘.-
Lirariglanl omy v ]l|'{'r]|1}_—.i,:l::| stk 1 Tae nnniiae: T ||-_ﬂ1.—~'];|l-;+-n N pac 00T
fe thie =enale, - . N ——
This s T osie i, 0y rrpresenbed e 5054, dnteadieed Dy {HLT;JHILL
- o . . ) Iy - < o i 2-,-.1. I TR R R Y Tl N Nk ]
Spackinn na Jannary 1l :nn__l ¥ ‘3-%"7__ LFl;l rrw wel l_.'! I'.: ; ".J et l':].,a
i Baiay Wm0 0 s addenriead with dhe fegislarion wineh po Al 1l
Seantte ab the last seasion, These tavn Lilla diTor in certan espees
1.._-::'|i|:'.|'| ] ""'.'1” ]‘]'“-:'I'I"-I'I'.I!'. |i'lr|2‘.t', L . . N Il + ..]‘I
Turaine wenw 1o 5050, Lowoenld ke 1o sav ai the ot e E
prennsing degisbadion i this i 1w Ciargsston :‘n‘:n?f_-;l_:lll'ﬁt_'ll -l-l-lll. l‘-1ﬂl
Envestment Crunpany Art of BRKI s very buportn legi-lag :j'll.r'] .li‘| |1
wrlees] vory wedl i dealing witdy the - jeciiic :Tﬂ-l--cv.-i al n |:|gr.|]. 0
attmed, bub Wiat il deamatic peowth of 1he ulosiry and i g
whieh aceompantied it growtl croaled certain atlizd oz wilen wee
R NPT I R TR 00 ) . o
While most of the changes in the sraiutes which we proprsed and
4 i . . 1 1, ", T o
which are etubodied in 5,5 were accupled, aewvon weleses ‘.] iy e
indusLey, they (ool mooeprnm Lo eerdan |-r~|_-r|||_1n|Em|]-.11:nm; nt i [.1llt|.1-
miseion, pnd 8. 34 modilied the Cownmdesion®s proposals e rhose
ms 7 . - im Y N
The priscipal edurges wre o foog oo nl:ﬂi:‘l_LfﬁﬁF“-L i.]ﬂt[111|f'i-1ll'l“~~t'| AELEN
ilv r el g anl, widly, e
gotez charpes ceneradle, e soocalled Dooi vl Trandl el Dl
sales charges v I w : : e
visious ('Irti]inbg with certawin bank-administered funds under e Ted
rral seenpities laws ad other laws, eozeehier with L'fn'!'t:h]mm]tl1_L‘_'_|>Elt1=-
viginne relating Lo the employes plans fanded by monp variable
nnities st By dnsuarancg conapanieg,

MANAGEMEXT COATFENAATINN

The Commuzsion’s proposaks wonld have veomived that lies ﬂ,“:::!
advisery and management compeisation pabd by & regislerod Hnu -
menl company shali b rowsanable, wonld Juve speci fled n;'c-.rt__stn.m il |1{_H.|i
For detemining reasonabloncss, and wonld have wsde this h‘:.l’l.]‘.l:l' :'it“_i..
enforcealls in the Foderal courts, The principal modifications of 1 Tis
requiremient colitained in the corcesponding provigions of 503 aw
that (1) Cowpensation shall be presimed reasonalde if i hm{ ln}m.l

approved or ratified by the allivtoative vote of l]u?:l owners n::ml
majority of the oulstanding voting seenrities and by 4 aj o

af the directors of the investment company, who we not inter.

3 SOILE ]
Ebr{%l}pﬂbﬁm ’umlrt dletermines thal the bosrd of th]_'pctm*jq of tha
ivestment company acted with die cave in appooy ing i-fua mm:
pensation, then there may be no monetary rocovery r f’lll_‘:
perind prior to the institution of the action, or, In the aﬂ.ml:‘?. nr%
invesiment advisory conteacl, priov to the fermopation date o
trrot .

Suf;]%{bu;éﬂ aetion may be maintained by a seeurity holder .ImE]EF
these provisioms unless the Commission refuses or fails fo .$r1_:11:g
such setion within 6 months aftor written request by the security
holder.
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HALES Loaby

The Comuniccan e mo. . |
imfm,mmgl:;r;mﬂ;:s: 51 Oz Is would have lmiited the sales Joad for
invested by tlic:.izfves;mcs ' & pencent of the auipunt JUNEN. -||::LI
Commissioy o e WP contpaty, subject to autlopioye it ~f!

ection 12 {&}E.'EF; geﬁmptjmns from this jwovision, ¥ oau e
of furisdiction in l'.lu; o would replacs this provisia With o sran
t0 Adopt. reles o l 1onal A ssoctation of & ecurities Deylers T)

or reasonable :vnmgmfhE o prevent “exvessive sales joady but aHorwine
dery rigers and f]'-"-nllsﬂf:m]l for snles personnel, hl‘ﬂkcr-de-;flu \:m ]

The {:mm”i&qjm[nr _rE-.tl]:,mmh!e sles loads to be eharesd § ::-gi:ﬁ-énm
months From the enmepner s cttAerized, after the Expiration of HJEH
IS OF (s Yi%nn_.u,tme.nt of clia bill, ko alier oy suppflemour"_. H
tho Securitjes | 11 the manner provided in section 13 (L i

s Exchange Aot andg wonld also by "J‘uutz‘:f‘ (R 2) of
torrunt,

Loyl L AT e g . 7 ariry
| ¢t that of the NABLY, with EESPech Lo 50 ) J:}:.EL({T::JJ:-‘SJELEI,

odealers wn

A :ie.-:;{f:-f:; ::: ]nint by of that assacinting baw wich
Comiisce uld have an clectiog Lo e goer :i L o=nch pmog-
Hastn’s rules or by the NA S rules goverited either Ly the

TN -k gy LA

Tha Conengiss; D05 Tt
ey a]r;;!;: f-‘:lcﬂr:t E;tf :;Il}nb;-._ri ton elm‘mmm the so-cajled front-eng log.
Plavcimay be deducted fm Pt yeRS paymuents on Periodic yuayinm ‘T
e charimes be SJJJ."i.:,"I;’l wnr- E‘I:JLI-P;‘i churges and would vy re‘l“E':‘l";T f 'lt
3. 24 would spread Ilti . fjl.m Y over ench nstallinent. Swtiog 16 041 P
Pred b front-end load aver d-¥ear period, pu‘|'|:1|iht!€1'1?":
Ji

HOE o e 2 p
: Broet TR .
salus "‘»!l-'ll'f,__"'('.-'s. F of aiy JELUS LRyients Lo e el far

BANT. AP
9 .'I.”Jfl;‘.\l.{h]hl"‘.” Frosns AN GIRGLE FARIALE ANNOT
B34 canty; At quost o
ﬁr"m; llt]drl:]}?“fr]]li j!‘.l;E‘ﬂ';-t:_f:mnH to deal with cormain QUOSLIONS s fo ¢)
bt et e | n&ﬁl]:ltfmzurmes laws, aind certain nLiué-r‘ ]5:1-.:-: En“f
u[h”it L ! ..1. L ]I'I:EI.]:h"l..“'l!l!l.,_".:I WOy fag i | T
‘I.Vh:;j!tﬂ-ufa peinsmn 2t welfare p ans, iﬁf!u inr:;: ?j.’ui’lét&i[]dr"d -
mM]th,jm; ﬂ.r::;:;ﬁ Iﬂ‘:ﬂnum be allowed to enter the fiald of g’filllmt -
o meing ;?n-!ir}i ,iu_mts.«-, willih resan by nntual funds, s, utrer
Aelides af the E\‘h'E un the prinary Turisdietion of the Cop, ;I s A
s of the, TOVETHeNt of her thup g Connnission, r’ii-[rem“m“l
: L H i N
tall and e, n:ﬁh;,'i"fmder t_hur. I8 vesponsibility cxtends to l-.J]'EE L{m?-
tostinony pepier ft‘:I!i_l'E.S:i-l!ﬂ o Idies any viewe tllercn HBI qufﬂ?“.
(o ey pefor / & Ilowese wad Senato eowmittves wirf r: ot 10
o brow :e:“;,r l‘r.n:l'lt'I]:r.‘r Chitivman Cohan EX]Iressy u:s:rt':,i \ Tosarra
5w et b the frsatinont acear crdminis
s K[ ik accorded bank. :
1 VARONS LY pes under the Seeurities Aot of lg;unf}l:iill‘;istbl‘ﬁd funds
BT e

]v:h'_;:]'"_'lnrrﬂ, J!.Lt- ﬂf v ; -y Sy
fie TR 4 1344, Iy general, 8. 34 dons not. adupt ﬂm;eg:;gég?

With vespect, ¢ :
. o M EOU varindile anvuitie . Tt .
eompPanios, we recagnize amd yp, dcrﬂemf:ib T ministerad v bhsn pine

INSErNes the reasong wi) .
e iry to ndvance these proposils, Tnsealie. 0 0
\ SRR BY mr)

SXe ILITEES
: _1 CiI}I!]_]]}TL] Hh‘h'".- t-U HLHSI uﬁ'ﬂll"ih.d '-U hﬂ.nk'ﬂ h U“d I J
k . L B

T : e AHNDany At ]
propasads reluting o bank-adininisiored Tunds cﬁnn}i‘;:egr}d c;_::!gler the
- I e, e,

oy

There are, however, differences, bath in method of cperation and in
existine vegrulation, between banks and the insurance eompanies, and
af the last sesgion of Uenyrress, the Comnmission oxpressed o preference
for dealing with the problems of the insurance industry, inclnding its
eompetiiive protem adininisteativel y.

Ay we then mentioned, we have beon condectinr extensive diseus-
sions with represeptatives of the weurance dustcy 10 an effore o
arriva al a satisfactory solution, wikl just this week we puldished fur
comment i progesed set of Tules which would dead widly the starog of
gronp variable annuitice onder the Investaent Company Aol and
under the Secwritiss Ael. Prebloms nnder the SBeoprities Exclange
Act have been largelv resolved Uy adimindsteative action, We vecommise,
of course, that the msucanee induwstey wonkd prefer the broader oxenip-
tions contained 0 5, A4, pacticulacly 10 L banks are o ex[u'us:‘j_}f
receive comparable exmepions,

Senator Brexsern, Me Chairman, 1 weukl sk thad inse propesed
rulas b iveluded 1 the secard.

Senator Winniass T wowld think (lal thers would be ne objection,
Isjustrictly o mniter of practice for the committes to pecsive thase pro.
Posals us tfle}' coann forward, and e roles 1hat yon have dsoaed ?

Mz Brroee, T that has wok b dlone, M Cluoriean, 1 will see that,

i35 dane,
Me. Loowtee T owill see 1F T have the,
Senglor Bexxerr ©othink vou need ned o tioe now,
Mr. Buree, Tley will e {wenished ab Lhis point. in He recoml,
Sennbor Wintaams Aud we will include themn,

Mr., Dunge. Thaok you, sir
(The rules referred to e as follows:)
flovestwent Compuliy Act, lodlesse Wo. G025 pnd Securltics Act of ESRT, iteduise No. 2054,
Atur, fl, JibEEF]

Nk aF Pkarogatsz To (1) At Kok fe-1 [TXpER 7108 INYERTMERT CORMPARKY
Acr oF 1850 RELLI[Ne 10 OBy Hprarars Aconssis 0F Tasura o os-
FANIEG 1IN WHICH JWMAOYER nk BMMAYER CoNvHIFCTNs Exnen (uaneten
PPExNGN Aaxn PROFTT-5HARIND FLaxs a0f IIRLe AKD INVYFETED a%h 1Y) AvEip
ok 1656 Lixover v Broowrties Aot oF TR RELATIRG 1o TeAN sac I0NsS
LEvolyidag SUCTl SEPARATE AcUonu ¥Td

Neebdew 15 Lierehy givee 1t fhe Securicies and Pxchange Cooenession s 10der
cupsitlecadion the vdoprion of Lube te-1 ancder the Tuvestoaenl Ciowgmmy Rt
ol 10#HY (CInvestiwenl Company Act™] which waald exempt from the vepistea-
tion tmyuirednents of the Towvest msenb Compeiny Avt cethlin sopmde socmnts
estublizlel by life lnsuranoe companies wpan the conditlon thae sweeh aecolnls
gy with a1 Amf eertAin desiynated provisions af the Aot and meel other
rgnicetends set orth in fke proguessd] mile, The peofHisdel tole woeapdd bae iokogitd
pursiant to e suthority granied [0 the ODomeooiagion in Sectbons 6e), Gled
died SE{RT of Ehe Investowenl Compahe At

Notiee iz alan given that the Commizeion hie apder comsidechtian An oomeoil-
ment t Rule T under the Securities Act of 1903 (UHecurities Act'), relattog
ter ther Jronjisen] Idunie oL Role 176 defines “Fransaciions BEoam {ssaer ok
invelvior any pubbic offering™ in Section 402 of the Seenrltics Act ta Inelnde
cettalin Arbsnet lane myelving sopairmle necomold which e pow exompt frogm
Euwle S 3 gniley the Investment ComTruy Aol Thwe progsed anaduant wimbd
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advabced af e Inst seesion of Congress might me electively Insure
fair treatiuent 10 iveskment company stoaveholders,

Oy the obher haod, enwerment of 3. 51 woundd awemnplish o great
Wnpreoveuenl over the present siouadion and woeald covstilate an -
portant. refarm, Consequontle, if this comatics prefers 4o nweept
S8, T owoudd giadly arcepr Elab decision and sapqort chiet bl

Senalar Wirkiays. 1f vou aan just panss there o mowent, et us
gt (e Pl npert af thad. [ Reading o hinzelf. ] Thandk you.

My, Bossp, 5. 906 difers fiom 5,04, as T understand ar, b only
twer vespreets: Fipst, it wold substitile the complete repead of section
927 dY, whinh, in clfect, vequives resale rice maintensnce I the sale
of wtaad [und shares, for the provision T have disarsed, sranting
jurisdiction to the Nutiona! Asseciation of Secnrities Dealers, Tne.,
over Buel charges, subject to Cnpmission oversiehis and, secondly,
it wanld, ax the Coondssion oripinafly proposed, clinanate the sa-
cailed front-end load rarher than spresding it ower o 4-vear period.

The Commszion g not il an oppocianity tooarrive ab o deter.
mivation with respect to the eomparative merits of these two Inlls
My awn persanal view iz that T prefer S0 34, sinee 1 am unsble to
foresce complelely {he eonsequences which o eomplete cepeal of aee
tinn, 33{d} would have mo ghe distribution and sale of sl fund
slhires, 1 also Teel the commiltee’s actlon 1o he o Taic compromise of
the feopt-end lead.

INSTEN TRADING

The matter of so-ealled insider truding has attracied considerable
aftenfron reccntly, primarihy hecuuse of the fact Ut several smpaor-
taiv. cases involving that question have been decided within tiw last
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W omnenths, Consequently, it scems appropriste 1o discuss it brictly
ol

At the autser, T wounh] Yike to niale it very clear Lhak the principle
that corporate msiders who teade o the basis of material i form-
gy which Las oot Leen disclosed, violabs section 1001 af the Sesurt-
Hies Aot awd vule J00-5 thereunider is iot something which the Cran-
theaaon, poceitly Inventecd.

This princeple has lis roors e the conmon law and was npplied by
the Supreme Court of the United States as long ngo as 14908, IHule
b= was adopied in B0 In e Commissien’s firsh formnal epinicn
comsteninge s rule, it beld that the fallue of & corporation to dis-
st magerial facts when purchaginge s own stock i oan orannized
slock wiurket violated e rale. In 14501, Chied Jurlge ealiy of e
s District Court for the J4striet of Deloware put the atler in the
Fotlow ing Lvie ool Toresful ternms;

Tl Ul b= =t 1 s unbaowfal for an insitder, =ach s o maierey sl
hekder, o parebese tha stk of nanorily stockbolders without disclosite: ol
Cistl fetels dTeeliog Lie volue of the <Lock. hoown Lo the sonjovily stecklolder [
viecrae of fis o ansile qpeesltian bkl el koowe to the sciling  mikerty s10ck-
Meelere, welifele 30 ersaadion weald hove aiTeeted che jwdgmend of *he selices.

White the basie principle iz thog clear and well seteled, s applio.
tion e specific cuses s continged Lo present interesting and impoe-
Lt questions, These include the question: of wha 15 an nsider, what
inforiention s oaterial, aad when is such information decowed lo he
thio Tomedd 5o that insiders moay trade,

It wus clear frone the ontset that corpocate oflivers, directors, ol
vontrol g skackchulders, s well us Use corporation itself whoen baying
iz awnnsboclis, AU ISR TE,

This dist, leweved, 12 nol exelusive. T A1, e Comini-sien o the
oedpr Knbierds case, ucld, in edeer, that any pevson whe Innd a velaron-
AR with s covporaling giving gecess divestby ar Jalireetly b tnfus
matbon intanded o Le avaibalie on ly for o sorporale puepose and nat
P thie personad Denefin of anyone, conld noe Lbeade o thes basis of
stech inFortation 17 i was maberial, wnd applicd this rale to a brodiee.
ae ey which bad o represeniative o the ool of livectors of &
vcorperation. This frenwalation was aceepted Ty the Court of Appeals
trir tlte Second Chaeoit b the well soownn Pewes Gaulf Swlpdie e
Tl s D peaneipde was appliod by the Commssion to o pro-
spective nnderwriter who received anterial jelormation in that ca-
yicity i tlue Aeredld Lopmeds case.

The guestion of whet information 12 material bs somewhatl wore
chifficalr, stnce the saswer Jepends to o Iaege degeee wpon the facts of
tie partieondar cese, The ceurs have generadby applied teo wlioma-
tive phuusings of the standard of materiality (n cases wuler the rule:
Fira, that the infrrovation e of such a naturs that it wonkd T ha-
powtant to g rewsonable investor, and secandiy, thad *in ressunable and
vhjeetive conteinplanane™ I omighe affect the market peiee of e
A L

Tu ibe nuses wo far dectded, including the recent cnses, there hos
Basen, litthe question that the information wus not emly amportant byt
vather strikingly co.

The Cudy, Referts caze invedved a ont in the quarterly dividend
from G234, cents 1o BT centa; thin Peeas Gl case Invelved an extraesy-
dinary pineoal discoveey ;s bhe Weeeild Lonel case involval o sl
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decline in the coinpany’s ealnings; and the recent Fan Alsfyne. Neoel
case invelved a fivefold incrense in e earnings of the oMLY
nvelyed. )

L probably is wet practicalile, huwever, to frame u definitive deii-
o which will muke elewr b every instance what infortoation is ma-
teeind and what i3 nol. In the context of o particulur case, however, it
1% piessible dn the exevcise of reasonable judgment o moke such 2 de-
termination. In that respect, the coneept of matecial information -
Leen likened to the situation deseribed by Mre, Justice Stownrt i one
of the obscenity vases in the Supreme Court. e theve stated that he
wits hob aitenpbing to deiwe “hard-core pornography™ and then cnn-
timmed by snying
X T’-:Il'll-.l]'k*_\ udmid wever sycceed i fotelligibly doing so. But I Keow it when 1
L ] P

| The question of when information is ¥diselosed” Tor the nrposs of
Lk insider-trader decision was eonsuleved i the Teves Gulf sudphur
casie. The court of appeals held that before insiders muy act upoi wa-
tevaal information, seeh information st have heen eltoctively dis.
clesed ina manner snlbcient to insure its avaitability to U investine
pulilic. -

The cvrt saiel thet wb o miniawn tiia did not oceire updil Ehe gews
eomld reasonnhly bave leen sxpected to apprar over the mediun of
wielest civcolation-—-the Dow Jones hroad tape, This particular tulines
Bi the subject of 2 petition for cevtiorari now pending o the 175
Snpreme Couvt, ) -

The Feaes Gulf Selpdire ciusr alao volved tie Do partant question
of whather ar mot an insider who hinself oot erade because Le hus
mutenial mwdsclosed Jeside information can puss the iadoration
wll 0 others inovder that they may maliense of i,

L conn held thor the v of siech i was Lkewise a viola-
tiem of the el el the vule. FPhe Mowaidd Lynid ense presentad a aim-
Har prebidene i that eertain of the respandents there stipulated o
ﬁllllﬁ]lng thot t]'l.ﬁ}‘ lad mrzed nae material opdisclesed ineule Infornn-
Lrom toccevlain larve institutionad cuskoners.

_The Connuissinn held, in aceovdanee with the decision fn the Feavs
Craelf cuse, Lhad this nlso was o vielation of the mile. The Wersill Fanch
e atlzo resgnted the guestion, which wos refermed to In the Poms
Grudf Sudphor case, but uot there (esented o decided, as 1o whether
& perzen why reraives mich A tip violates the role if he acts on it
whole the information is &l undisclnsed, That plase of the Mo peil?
Lrnch caze isnone pending before a Commission hearing officer and mav
be expected, in due cowrsy, to come before the Comumission, and conce-
ety i wonld ned be approricte for e vo disongs it hape,

The fact which L earlier velerred to, that, Tarpely by coineldeice.
Eavern] Important cases invalving insider trading have been decided
h:y the eourts anid the Commission within the Inst 6 numths has oiven
v1s0 to seme concern in the finapcial community that corporate off-
eils e no longee diselose imformntion te Teterested nancind ann-
pste, steekholders, and oihers unless they make it the subjecr of a
public ridease, and that a desirable Mow of corpomte infornation
will thershy be veslewsted, In miy view fhis conesrn i unwareanied.

Althengh 1L appears that for a4 while last summeyr and fall, certain
enrporate offictuls and their moimsel reacted and, in my view, over-
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rencted in this divection, T believe it b5 now comning o be recogitael
that the principles annoweel in the Peray (Falf Sutphur and other
RARRES wi]} not waduly restrict the How of corporale information;
tlie contery, they showdd tnerecse and expodite that How,

1f msidors were tn o Jsosilivp tu trade wpou madevil wndiselosed
information, they would have an neentive to delay o manipolacs
disclosure in ovder to ke advantage of the information. e, Taw-
gver, recent cases lmve delermined that 1hiey ave nof entitled 0 trads
on this infornation, they have an neenfive toe discloss o pro)ly
s that any transaecimy which they muy wish fluseafier e have will
pob yalse a question as to o poesible vielation of rmle LOB-35.

Thus, the decisiens in the insider-tradings avea reinforen the policy
of the New York Stock Exchange as restuted this sweiner 1 lag any
sorporation whose stoek s Jisterd o U exelanre 15 ox pecled Lo relee-s
promptly any odermation which eighl rewsonaldy b expecaed 1o
wifeet tlhe marked for its seanritios,

Moreaver, as vurious mieubers oF the Coumnssion wind its stafl aave
lunde eleur in rocent puliic discussions of the question, the prowigdes
announeed in these cases do not provent corporutions frem disenssing
thelr alairs with sheorelodders or saourily analysta, provided 1l aby
tenderial weliscloged informuetion is disseninated pnbliciy o all in-
vestors ruther than being conumunicnied to o fiw, [y deterruining
what information miy be givon to persons whe irgadoe, o usetal woide-
line s whether or not the corporation would be willing to diacinse
this mEarmuatien fo any nteveated persons Tuforantien wioen o o
wration has determined o baep stevet ig mave likely b Twe anate-ild
inside information.

Thus, 1 beliave that the prineiple wlich Tes been develaped Ly ohe
Cosnmuessinn and the coaerts over 1he vers with veepest bt e sl
abuse of material nside information widl vot enly improve e oen-
tily and quality of diselosnres by our seaucity piarkers but will slso
contribmte sienidicantly to the pinfafennsee of faie and honest mackeas
aidd to the presentation of bivestor conlidearrs b those markers

After all, iF the ordinary fnvesior is ta get e impeeession that b
sitters nnd professionals can rleal with hin nn the Dusiz of e
information ned availeble ta hice, lis maght well eonelde Illt;-.r. e
secartics marksts were nosafe place only o dnsidecs and povde..
sionals, Sneh a eonclusion wuu]r]i of conrse llien pewe T mmus
onr marksls and the eeanomy, and the Coerdissdon will eonkisiee
o ts best to moake sire thed soch conditions da nof peeeaal.

EETORTING FOR CONGIAMERATIE CDMPLYN TES

The rapid merease fi recent years In the number of companies of
the conzlemerats typo was brought foveilbly g0 public atlentinn Ly
testimany given belore the Senate Subeommities on Antitroae ane
Monopaly in 1965, In responge to an iuniry [eonn Ui subeoninyii ree,
the Commission sabioited a pwworandom mowhich its diselonee
Teguiretcnts weore explaived and some of the aecounting prebions
involved In cefining and extending thuse requtrements were disosseal,

Tt was potnced ont bt the Conmnission had fec many yenrs b
guived cotapanics, whose Lusiness consists of the prodnction or s
trivutien of ditferent Kods of products or the rendering of ditTursic
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Finnds of sevvioes, be Tnehude i st toristration staboments Giled gmdap
Ll 10583 anud 1054 gt information mestrding the relative Inportance
ol el prodoct e secvice e class of siolar prodincts or serviess
which cottbiludod 15 petvent or wwaee to Lhe gross voliwme of Tnsiness,

T May 18666 fortuer Cuadrnaan Conew, i oan address beline the
Bl Apnual Conference of the Finaneial Anulysts Foderasion, dis-
vusze] the veed For nuere lfornataoe lnwoeial veport ing far the won-
glowwerale company, which e detieed as o levge eorpoead i engagring
o esuber ol distivel oes of business eoder the sone corpomdn
veval. Bollow g (s disenssion, Chairnen Cofuen wag invited o tostiFy
uiy Lhas subsjuct e fore the Aunuwust aaud danopoly Snboommities, In
hig testimany Le onpdasized thar the S0 indorest in 1le prolden
wis b seunire acdenuale diselosure Ly ocompeiiies ol this Ly far fiw
benelic of hvestors,

CBwring the sovmuce oF 1958w the Chairmun®s vagues. the ATCDPA
Commitken on Jielitdon- wih te SEG el Stock Faehanges made a
ST ey of 1w ]uul:h'.m aif st Ehee el of Sl}i)l_g}]i&l,li_"[ szl 1is Feperl.
A abond rius tie ohe Finaesad Bxeontives nstiste propased 1o the
Lammnission thas the mstinde linanees o thooogel soudy of reporing
Lo cliveradingd vam panies.

This propesal was andorsed Ty the Comnssion, and its chiof we-
conatant was designated ag oowenter of gn advisory commibies made
sl reprsttatives of ovganiztions eoneeried with the improve-
Bl ol corporats reparitge,

Lieo Balwert K. Male, professor of aceowntaney ot ehe TTiiversity
of Tilineis, wie ersgeel Lo catnluet L glude, A zmsipuey of tle sk
aned Fromneiliiions was cosleted o Thscmber 1067 and the com-
plete roporl was puldisher in June 1968 uader the tde “Fineneinl
Leporting by Diversilied Compunies™

In the mcantinme others had beceme intorestod in #he reaeral sl
Lznn A subeommitlee of this Aceownling Prineiples Board, eneoneaed
Pyt SEC, releised o sturomenl in September 6T enconsaring ae-
conupanta 0 osupport improvid  disclosure proctices. The Xatiowd
Asstuiation of Accountants uls completed 2 stndy on the suljont
wleiah wug published in Apeil 39908 gnder twe tide “Extornal Tepeoct.
L [ov Segmcnts ol a Buasiness,”

e odhor coutrtlation in rthis area deserves oiticn here, 1rofoes-
205 ik the Grduake Jehool ol Businesz A dministrakion of Tstane
Priversity organiaed an egcellent 2-div seminar, whicl was conduactud
b Deovenaber THEY with the purlicipation of many preminent persons,
chihing the chiel weconntint of the Conunission, The papers pre.
sediled wore published v Apeil 1962 1aeder thy tithe “Pubilc Report-
Ige By Cemploanerates—The Taznes, 1he Prablenss, awd Sonee 1foasible
Solutions"

Witl all of this matevial available, waeh of 18 stimadated by e
Comnaizsinn’s antevest 1n the sabdjeen, e Cotienission and s stadf
angdertmli 1o develon wineselme ks of ks males seoas G elicit additionad
mformadicn from diversilied ar conalomeniie companies whicl will ba
maaninalyl o aevestors hot ook wdudy bevdensmne to the enmpanies,

Erromosed revisims of new Dol Toeae 301 ttem B af form 5.7, and
e 4 of foron T were pablished for comment i Seeovities Aed Tie-
leze Mo, 2920 an Septomber 4, EWE Civer 300 cotamenta were recnivesd]
vy b proposals. Aller consideration of Ve comments (sl onde
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artain changes in e proposed revisions. A revised deafl wis a2
proved by the Cowmisston on Felirawry 10 and wis vepllishel for
compens o1 Fehenary 18, wills the lujriuil? within whieh 1o comnes
exniving on March 10, 1964,

?'.;lt‘-llil[-'?!_' Wonkaanss, Wikl there T anotier provision el At
appovtuinty forcoiment aftor tlat one, Moo Chaboan

M Buoee 1 would chiek noc, My, Clakron,

erater Witsrows, This restnuls ne on e sleadings bt e
Tnw Defars the Quesns Tenel wied the Kiow's Tenel Flow s
vebtbals were albowed, rebutdal, surrelnital, rle sue-sor—wherns 1 Lie
wnd o bhe line o s

Mo Benak, Tk the Cammmisaion wede 10 gniie e Do e s
Secentipay it thix Lt wxposnre of e vales i 30 v onid ok coza g
Tt her exienzions of e bive o cannaenn.

2‘-':'L'.!L:|lnt' Winra.ars. '1\]1'.“:.[»;:,-'4”'1.

Ae, Bopce, I menerad, thee deseyiptaone of Dsdness ecing inothoey

Ty o2 aneneerl woonld 1'c;|:|‘.,|,i|'|_' GO L Jerles Lasi o oeie | P S
bisiness 1o diselose sepacnle daln on sales apl eevenmes o o disiyaed
et inconae of weee aweb line ol Twesiness Cep owhiedy conteilmled 40 e
want o mare fo tolal revenanss, (5 wlncw conbribned (0 paeeeenn e Lo
traal income belore ineomie taxes wod exiraordinwes iteme wislap
deednetbim o boss Tines, aod (e] wlhieh Jus o e owhich egualz or es-
ceds 10 pereent of W bewiie as gpesified b (5} Separale enoetins
Tor more than L0 Lines of busioess g oot conquived. Fov ennnenies wipek
wre ok engaeed 01 more than one lime of isimag seperibe regeatine
vaquived for Lhe armonnl ol sales oc reveanes Lo ecle produel o serdiee
or olags of siimtlar or veluted podducts or serviees wlich santribaedd
L preveent e more Lo {he tetal of sades and revenaes, Tw addition, in-
frarmintinn is vequired to be reporecd vegaeding (b the bosort e ol
the relationzlip do the rerstrnd of ma o engloanaers or gronpe of o
tomwrsy (B3 Lhe volusw of hinsieess s visks attendaal npea forsfes
Sprutions, (o} emnpetttive comlitions within (e fndoaery, and $ed)
Ay pockion of the buginess subjecl Lo conesotiation of peodes ov o
nalien of cantracts ov subeonteacis ar the eleciion of the Governaneanr.
Contparable propesals to amend disclosnrs vequivanents undsr annsl
reporting forins have been deferved pending the complotion of n dds:-
sToswre study which ts currently in progress nnder the diveclion ar
Commilszioner Wleat,

WORELOADR G 1"HE [VISION (F COEPOIEATE HERGUT A TI0N

As baclground to an wnderstanding of the wovrklewd of the Thivie-
sion of Corporate Resnlation it miglt e belpful to et forth the arel
of s responzibilitics tn esgisting the Commaission 0 dhe olmmscrakion
of the Investment Company Act of 1840, This ane provides far the
reglsreation and menlation of svestment companies and requeres then
to conduct Lhwic aitaivs i accordance with the standanls set foech
Ltierein,

Initind registeation of an invesoment company nnder e Toecstment
Company Aet vequires the Thivision to make a carefuf amlysis ol che
gompany’s Brancial positton, do review it: corporate Sbodeturs g nal Liw
literature which it intends U nze i sotling Tie simres o the public.
Onee an investment company has started in business, ns myesement s,
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sedling practices, seeurity issuauees and transactions will; alliliated per-
som3 st be closely serutinized {o mnle covtain they comply with rhe
provisions of thiz intricate statnte, Any propreal to deviate from the
prafitbitions enumeeatad dauhe st regnives Commission approval ns
aeing in the public Injerest and the interest of investors, .

At Tune 30, 1066, there were TTH registered Investment companies.
Over the next ¥ vears the number of registered invesbment, M| REILM S
ncreased by 192, junping to 967 at Jeoe 30, i, Further, in tha 7-
nwmth peried cmled Javgary 31, L9840, an addibional 198 CONPHNICS
repiitered, more than in any fuli prior lisead year (excepr. N8 since
i ask was pssed, Dy Jamaey B0 (969, the nunber of repistered
companies hud risen to 1,082, an inerease of 307, or 3806 percent N
than the June 3, 1066, ileure, During the T-nwanth periol July 1, 1965,
Lo January 31, 1963, the Division processed 5EY Seenrities Act regis-
tration statements aod posteffective amendnents und some 94 appli-
cations for exemptien from varions provisions of Uwe act, It answered
2837 letters i connection with ftings and in reply to congression:]
andd sharehalder inquirins relating €0 investruent compantes or the
adainzteation of L aet.

{n additton Le the inereasedl workload caused by the speerasular
tnereuse i the nomber of regisbeants, the problem 7s focther amora-
valed by the decrease of expernaced stuff personnel to process the con-
timally sneroasing munber of filing:. Lo 1906, when the 1vision wis
reoveanized as it now operates, it was contemplated that there wenld
by D professional employvees anmired in the processing of rogistra.
tions, proxy statements and apphicabions However, beeanze of hudget-
ary restrictions, only %8 wce at the present time engaged in such work.
Thus, while the mamber of inveslinent companies s risen wInest 40
percent over the last 245 years, the uvnmber of professional personnet
procossmg those vegistration statements has decreased Ly roughly 24
percent. over the sane period. The loss of experienced personnel
throngh resignations has maguified the problon. Sinee Janmary 1,
1368, 1 tolal of 15 professiondl ewployees engaged in this work edt
the Division. In addition, an Associate Direetor, an Assistant Diree-
tor, the Chief Counsel and the Assistann Chief Cownsel in e Divi-
sion hove left. Today, anly 19 of the Divizion's personnel engaged in
this worle Lava been einploved in the Division more than 3 years,

The Mmiies do not LE.‘{] the entire story, IncInded in the mmber of
new filings are many which vaise novel and congpslex reaniatory as
well e disclosure problemsz, These include the separate aceounts of
lifg insurvanee companies, deal poepose Tends, scholarship wnls,
companics affiliuted with banks, companies designed primarily for
inztitulional investors, companics which will invest solely or pre-
dominandly in vestricted seourities, conipanies which invest m Uemly
trarled ismes, companies which propese anizoal ]}mrfurlml,nf:n fm:q,_ ar
comieies which seck eapital appreciation theough short-torm trading
windl the employment. of unsual investment. techniques soels as short
anles, leverame, writing and baying and zelling aplicns, o1 eetora. _

The greater volnme, Lhe nereasing nwnber of G0 presenting
novel and emmples preblems tometlier witl the decrause i personme!,
have aulgtantindly lengihened the perind which now elapses horween
the fdling and the eifretive daiv of the Scenritios Aot rerist biesn. At
presenl there ave some 125 Investment cOMpPARy registration stare
ment: a1 he PEaeess of toview ]JJ‘ the sta Y, TE Is ned neonanon LW,
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Lecavse of the baeklog, for a fling to sImply stoud i line waiting
for review fara period of up to & mnnths, The Division's branch shiefs
cstimade that the garden sariety filing vow requires upward of 4
nonths Lefore beetuing effective. Other ilings freguently requice
Tongrer periods.

I order to atlempi to alleviate the situslion, we liave adopited cer-
tain procedures. Among other things, we alieady have subsianiialty
revised the procedures for reviewing and commenting npon regristra-
=lom sfatements and proxy materials filed putsint b the regnirsments
of the statites. We ruquest Lhat all material Bled wirle the stugf for
veview be appropristely marked (o show chomgs Ceone stenitae niaterial
previously reviewed by the stadt,

In place of custoipary letters of comment, the Division now Fues
rishes ramuneits orally nuost cuses, either in frerznn or by teleplane,
Whers appropriate, it wow responds (o public inguicies for bnformiation
fv telephane or by a siuple handwritten notalion on the botom oF Hhe
inenming letter, Similarly, most vequests for stadilory interprotadions
received by the Chief Conasel's oflice of riwe ThHyision a1 answered L)Y
a shavt typewritten rosponse &t the hotl o of the meomning letter, Such
ettess ars then photocopied for our files and tie eriginalsire vetiened
to the senders. On onension the Division Feuests Lt cownse]l il
deaft natices and erders for 15 e a8 o referonce anil [Tl :J‘ ntitlal
deparinre in connection with applieations for exian ok feom proni-
slons of the Tnvestinent Company Aat.

Feacit of tuese siops has proven n sigifeant timeanving devies, Tow-
veery dhe volume of the Division's work requires tiat meh more he
dune. For this reason, and alsy Lo ercores o aeneral npeovo et i
the quakity of investment campany lilines, the { animiss)on hus o eected
that gnidelines for the preparation of U basic Securities Act aml Tn.
vestiuentt, Cotnpany Ael regicteation staternents for apen-end andd
closed-end Investient compnies e pulilished for romioent, The ruiile.
lines dizenss the problens generally viconntared Liw thie sbaf¥ i 1oviesw-
ing these lewistration statoments and set forth Lhe sialfPs LI NE E
as to how these problems =honld be vesolved, We andieipite Lhaet e
mudefines will l]m ol simificant assistanes w cegistrants and their
commsel, theveby improving the quality of filines anil redncing the Hme
veguired to e spent by the staff in examinution and review. |

To deal mors divectly with delays in Processiig registeation slate-
mints, the Division has develiped & prograo for nxpedil i Lhe pioc-
esaing of Seenrities Aet ol Investowend Clenn ey Ack pegeulation siage-
nwnts. Hecanse the Commission, as noled, hears Tugulatary reapwins-
lilithes wncler the Envestinent Company Ael, the provedires eurrond ¥
wsed By iLs Division of Corparation Finanee Jor expeditivee roeisteakion
statenents lled nnder the Seeuritios Aot of 1933 a00e not whnlly appro-
priate fur us; by e Division of Corporale Bewnlutinn, TTewaver, ihe
Preessing of vegisteabion sfatements tibed Dy investmont O panies
b eageediled trough other praralures.

The Thaision i alamt to 1ake 1wo - SECTH TN an G apl fo
eechiie the ek ing ko,

e Ui Division ns Jesignd cleeS st whieh are afeadd te be
et pled o ol fragsnedted, abes wieh Spatareiste reisteal o snnbee
e s bl e 00 Teeskiie coenprmies Smee e w o ide
A B e el 1 eenEiger 2 v (e ayiicai fung whicl)
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the Divisien ventinely vaises m ity veview, fhe chioelilats shonll serve

ag an Al Lo eonnsel I prepneing registration statenents for dpves -
ment vompanies, They !-‘-.llt:rl'_lll:] alzo result i improving the quality of
all investmend company remsteation statcimants.,

sveoid, sinee the sheelk Tists are ulso desizned to a=sisl e stadt s
eartaininge whether the regrulufory pravisions of te nvestrnent Lo
pany Act and the rules chereander have been complied with, the Ta.
vision, relying lavoely on the vepresentations of counzel comtaied in
the checkiists, s to grans expendibed treatiment to thoge vess.
brution statemwnie which daowol tatse nevel or eomples guestions sl
tor whdel elese disclosure poecedents have beon estabiished. As tie
Liacklng is redueed, this procubire shonld slwo pernit fuster processing
of Lo trgisleation slidenents of thess companies wlick de not recetve
expedited troatiment, The Cosnisson redense which cimigins eopries of
the checklims aml explams the poeedures o e Tollowed by the In-
viston of Covpoctee Hheedation was ssoed toduy wnd T wonld Dike to
gabinilaenpy Tor Bl recard, _

Seaatoy Winiaoes, 1wl b reerved,

('L'le Tallowing was received for (e record:}

3

Investment Cowpany Asc of L9
Release Ho, 5632

Securifiex Act of L33L
Releage No, 59%%

EXFERITED PRUCESSING OF REGISTRATLON STATEMENTS AN OTHER
FROCEDURES ADOWTED BY THE DIVISION OF CORTWEATE BECULATION

The Seeuritlies aod Eachange Commlzgion todsy iavited the coopecarion
ul Che industry, the bar, underwriters, sccouwatsnts and obher cuperts in 8
program which witl apsist the Complamion"z scafl IR Ltz pEocesBing ol the
incrreesed volume of inveatment conpany cegplsirpticn stwtrments snd applics-
Elons involwing repiutered iovestmeni companios,

Ay swef lorth an Securdties Aok Release Mo, 4944 (Janusry b3, (50%}
the worklowd of the Commission®s Divieton of Corporate Hegulsation hes
ETEably increated racenrly due lacgely to the mubstantigl incroace Ln Ehe
nuater of companies registercd pnder the Investacot Company Ack of ESs0,
The number of registered investment compenitd increased Erom 775 at June
3, 1964 to 967 2E Sfume M, L96E. During the flscml yroer ended June 30,
LI6E, » tornl of 167 companies repustered wlith the Commission under Che
Inwestment Uompany Act, more 1Avestment compeniex Chen registered 1o any
fizcal yesr sindr che Act wag passed in 1940, In ehre scuen-monch Prk Lod
ended January 31, 194%, addicionsal conpanics Tegletered, wringlag Che num-
bex of registéred companies at that date co | 082, or am iocrease of
M.8Y pwar Che June Bh, L9866 Figure, [nvestment cocpanies iile, Lo adde -
tign Lo repisfration statements, prody SCILemcnis ond af le=#sl 36ven peri-
oddc Tepores with the Comrisxlon. This enorBowE Sacredse 1u Ehe numbor of
investment companies and lilings has been mccompanied, dué [0 LudpeEagy cuta,
by # substanciai ceductlon of persamnel in che investomenl company branches
ot the Tivisien of Corpotate Rugulatwan. As B coneeguence, Ehere hgue
been leapthy delays en jeoceasning 81Y investment coapary fulifps,

While propozmlxs far merting elils problen have Lewn eoder constsac
Study by the Commifseon and LEs scatd gnd warfaus steps heve slready Leeo
tahen Lo chat omd, fuIthet méasule: por ArCOSERIY Lo Tedioo Ehc backioy.
Stetarory *tandards, of course, Temain unchanged, Because the Comelssion
biari regulatery respoosibilibics under che Investment Compamy Ack, Lhe
procedures currently wsed by the Division of Corparation Finence {(Hecwu-
Titics Aer Relesase Moo 490, Nowember ZB, 1968} for expoditing tegia-
tration atabements fiied uonder rhe Securities Act oF 1933 ace oot wholly
gppropriate for use by the Division of Corperste Regulaclen, llowever,
Lhe processing of reglsiesion staleponts Filed by Lavestsont compenics
mpy he expedited throuph wehey precedures,  Accordinply, bhe Dlvasion of
Corporute Begulation has adopted Lhe followlng profvdures wnlil such
tlme a3 normdl proceduIvs ody be resumed,
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“mLI].r!I H1t . W ]H.|L WOnT .-,@:I!i_m-.hé:? e speeddinally 1o somnment on
i ~":fu‘ praldens of the Hvisig ot Corpaitate Resalation, [ <liogld
[”:'M.{hm]hm.?i imlt. -!]::LP. it e cTn;rﬂhnu-‘} Al ollices lwve simly
Dploms. As : e et Faed, the Conmisaion las some veal bank
e .]!livin-;jr;;:hr'rt?‘”? it well s Hhose o the industry with wlsbel it deats
e Dvision 1: Jm;pn.r;umu qu:rf_-f' 1B eniefronted wirl o (e e o
Hrovese in Iti niibe nl peristration stubenients tor tinanciyr other
foan by in ExtienT Corntiies. I lseul 1967, 1,534 were fited: 13 Hsen
oy 28 were filed, the Digliest mimber i e

ot s Bibstory af the
FIIIR . Wle1ir ; : o ’ ¥ o
rAsTon et A Wperesnt inereuse oo TOBE. I the 6 oni s onder

Tuee 30, apppox] i i

. sUoapproximately 1,580 were filed, o i

b o e Ly LI fileid, Tle percentaye of these 1.

oF whodly ok & anies which liave never filed bofaee, nd any
1 e vecently armnized promotionat ventnrs, has aow in

erensed o alinest hall of (] i i ; oo
almest hal 1w btal BHuges. Ot (0 flye Tlah
Tack of experience with e e = T o e

vad el for orlier ressans, the |
comsaderaliy hader to : ; i s petieneed g
NS 3 o handle than thase of mo experieneed o

ﬂI]!!]]i:;;HI?::‘;;"IE;};:iu'b-'ft'f'l'll:!tlit nlu_:;_‘] U velated talienver effurts hove etk
S Tar the Division, sinee ehe praspect 1ses

o ablens : Bl prospectuses aned proxe
Lalennts ivvalved e unnsaally complex, wd whem ¢he r:1|;-|;[e:r1.'t'-|‘

18 resistedd, it is o stondard tactic to ey | Lvisie i
. MR slndard bactic o ey fo eep i ol
31l o the o ¥ fomet the Division involved np
ufi?{lf']-”illfu.'hn o 1Kvision of Trading and Markets and our remisnal
o 11[:; i:;u-ﬁ; enm}ummlwl alarge ingrense in workload 25 o result oF the
N treast an velwne and activity (0 the seenities et .
i ; P vl seenrities markets and
| |_1tr-.| E.;l_.‘ﬂ';d speculative activity which Have crented a resler namber of
:li -nn] i?}m Teqinting mvestiond o lecagse of suspected Frawd or ng-
n ‘égie a _mn..”‘E_!qcn!]sn af improved connnun eations, we have seen an in-
oo 1_11; Hoak uteenationil stock operalions which are atnonygr the
ot i r;l;h]:;m Jetrct and deal with, 1y suminiy, the situstion in the
=on o Lorpotete Regnalation i ot nniques 2l of the wnits of the

Cmnnission have s ] i
AT AVE sewn o read anerease 1 worllond with slatio oo
Ve v havve u with slatie or de-

gll:m © v, Mr, Chairnian.
: .
m;ﬁu:]m;:fr Wineaoas, 1 hamk vou very minch, Me. Chairman, for a vary
{'ue ‘T:.E ' 51I1]n}|‘n.-1ry wlich hiavs |N:‘u=.n. Mminst tespemsive to nuny of el
5!-;; & mix;, wlhich we have diseussed infoanially, Yoy are ‘5'1&11{j]}g for
i ‘:;]?L];}‘Eri‘aifiril'mn_ for the f.mnn]nh.u,mn thes morninge, s that, eorees. ?
S ARUBGE. L esy stey exes) ] fhie avens where o O e -
ru{:}:;ttl:m has previowsly Teen niadde. miston detes
I # i -
mul_nlu] ::: f:r“rl:,l 11:::'.1 a:w.-;_ 1] imw‘- ]f_f;rr;_ﬁw;rlmn extetly e ven deseribed
3 sitin vt ok Tall, 50 340 What Ts vour posit i
g,rn{: Jokition on AT b 15 your position ¢ [Hd
Mre Bopge, Yes siree it ]
M Boper y e AL and, of contae it is iy anderstancding (4L that
15 whar 1] et e Tesired, wa: y OF w1 tlrind
i par 1 rommit vl eired, wih my persoial posiiion, and 1 think
I:.n.“:l”} '.l..é.i:.:.lpl IJ;!.[.;?.‘ 11 []H-‘E— |;|'|i-.‘\'h”'li"’!1, I)t'l.]'l"if‘-'lti'rll‘]‘l-' ]"le.‘,-l.‘:-l'll.‘:'i’_'. WY ONTE T g
- S5 6f foer membors, il we live ohe of I
: 55 A L v live one ol the foar nwenilaers
who was ol s member of 1l Commission at the Lime that onr repart
Wenk 11y to {langnes, N B
Smitor W : : 3
o I.-]]:TITﬁ] ]‘.‘. ILTLANS. T-‘I.'nl e working nuder s onew rale Selbor
PURERMAN has raled that for Durerrogation of witnesses we g Ut clex
d 10-taimite linitatd o per niember, B
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I dn nob believe T will take [0 minwtes, but T wondd like to ask von
ot o wn things, iF 1 may, Mr. Clindvman. The New York Soek Kx-
eliange, us T msderstand i, ab the vreing of the SEC recentiy adopted
a vedieme diseount in conmission rates, Fommes Clairman Oohone ve-
cently slated that he woudd  4f e had remnined in office 0 the neat
furuee, impnse acdditional redwetions in the minimom eommission
rate structure. The you have any personal opibion nesw az to whether
wou will follow on with thal surgestion §

Me Tepae. L odidn’t reeall that Olaivman Coben had onde that
statemciec. T wot TewilHav wich it As T stared e e magerial which
has leen submittel for inelwsion i the record, the savingrs Lo the pablic
wnder the interim schodole of connnmsion ates wmonnts to alwoat
OO0 eaely teadimea dive, That reduckion s now in eifect. One of the
seven iems whicl are o the order for invesrigation and hearimg wlich
is newe wmderwiny s the miuinnon commission mate struclurs, As Tin-
decated, I wonld think it would not be proper for mee o tndicate my
conclugions as to any of these seven items nolil that investigatory
besring las been conehinded, T ehink thal was alse Chairmiun Colien's
prosition.

Senator Winntanes, Now, the Deparnment of Justice did Ale with the
Commizsion a el that dealt with the comnmission rate struoctorm
thretgely A clisewssion of the ancibemsd laws, 32 6hat righte ?

M. Bupee. That is correet, My, Chadrman,

sSonator Wintaams, It was their pogition that over a perind nf year:
the systeru shaolid Lie ehanged 1o @ negrotiated commmission rate sys
e, T fhat Lhe pesition of the Deporbient. of Tustiwe?

Mr. Bupnr. That 15

Senator Wioarnams, And their position alzo is thad the antiloest
exemption in this matier of comntisslon rutes should not apply. Is
that right? M. Looonis?

Mer. Tawons, T don't helieve they hivve Luboin the pesirion Hatly that
the situation vislates the antigrnst Taws, Nather they have zaid (had
the Commission should exercise its jurisdiction to bring abont tlas
resuli.

Seriror WiLaass, Would vou sav that wgain?

e, Lo, §rhink chey ace asking the Conwnission to heing abour
this resudt, rather chan claiming that there i3 2 violatinn of the ando

tenst Jaws, in which eveni they woulil prodsably sue. They think the
Commission should doig,. =

Swnutar Wirarams, As T oveeall in, they were nsing 3 pragmalie ap-
prosch- vnow T oane ceferring te the Justice Depariment—the prag-
wiadie approuwh being the exeption; it wauled frdlesy (F 10 were nee-
pemry for tle snecezsful aperakion of the exchange; 3F 0 wers o
necessaly, it woulid bk fredlow, Ta1lak eoveect ¥ o

Mr, Locans, T think they may feel that wuy, et theiv basie view
is thut negotialed rutes are the proper tvpe of rate to have in view
af the antitrose palicies of the antitrust Liws, and conzsequently, tie
Commiissinn sleuld so neder.

Senatpr Winiaams, T am sure you are ol premred to discuss that
Him comarenings, Mr. Chad coan

M Bover. Telink aat.

Senntor Wirttams, o veu have any persmal observation yon
want o nike Khis morning on the report?
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My Toennk, There, wgnin, Mr. Clhedvinn, =ince rha) iz one of tha

rens sentamd witlin e i st igtary preoecedine, T just dem’t foal it
wenild Le proper at this Lime for mie to eommen! oo the paro]sn s
widde by any peaple whao have testifiod before e hearing offfeer,
_ enitor Winiaars, Within ihe some aren generally, but approacl-
13 11 Srom avot Lo paint, 1he question of eobership on vichangme
by bustifutional investors, finaneial institutiong, or dweir aeeess to tie
telket throtzh the exchange, Do you Jave uny personad alservations
el Fuat !

Me. Buaem Moo There, agmin, there are two of the seven aves 1l
are weluded anthe svdee of vestigaiion, wwd dhe testimony i 1 hose
aveas, T wonld expect, Mro Cldeman, nonld staned aver a etlay
aomisiderable pevied of tne [ dan't feel that 1 would Te either et
fieel, now that T shoold, Feom s et hieal starelpputnt, dizseuss what -
prezswons Toaghl have undid tiat vepacn cemnes k.

menator Wittams, Have von any idee when this report will 1
restdy andl when positions will ba taken by you and voue el
un e Conernission !

Mr, Boree. Az Tsaw, T hove atdempled to deferinine Uiz morning
framy our Bivision of Trading and Muaekerz when the vecord will bie
canecHered, amed ot swee 1 we wree talking abont all seven af the itemns,
Howill be zonoe 1 e d e, h

T alan wizh 1o assiee Eha ehiadena of Ehe comnmirtue Uit the Com.
mission dees ot intend waiting 61 i can deal with adl seven itss
T fove it ennnting to deal with them fud ividually.

Sentonr Wortass T osee. Will tlan reeord be nscle avatlable oo
thiscoriminngs?

M Brour. Yes,

Senator Wonaws, One finad question, deding with o ek of-
five probleni, T knew vou Lhave expressed your eoncern about it -
Provements ae beage oade and are backlngs dinandshingg, as yon sng-
st eof 11y youir staterent ?

Mr. Brnee, Yes, sir, The fionres which 1 e ave for the Tt weelr,
mid preceding wealiz will Le fuenished for the verord,

Vibinde T shonbd mey i, Meo Cliaivnan, thal i may vors well be
the exchanges will have Towar havidoes due to changes v valyme
whiclthuve reenered dnring the las week, )

Senator Wronors, Thanle vou. And just one niher ohseroation.
Complaiits Luve renclied us frow smalb investors who are sertimg in
line with rhe ]:II'LF{‘.I" thvestars ] leennsze ol e ]L;n']{]u__r_rx thow e
ned gettinge their orders Bled. Moo lwre e dnitiane] o canitable
systern o meeking the emall buver's neads as well as that of the Taves
Luvers? '

Mr. Bonae T alink, Mr. Cliairman, the Comuissing has wade 118
ft‘i‘]in;_‘r:'-: ter s sk |'|||,]t[-. apsrrent, ot Hnlj.‘ ta the nariona] stacl:
exeditnges, bt 1o el sensral poblie, that the sownission rale stee
tore has heen gnsrified, in pact, as enabling member firms ro rave for
the aeclers of (he =nall favesenr, aod T Feel viery shranly 1hat the
wetlers of the small investors shondd Le taken cave of, and T chink T
bt aEsure e Ut the Conninission is ing to Fake sneh steps 15 nm
Neersa 1y tenadee nuprovement i fhat e,

Hepiter Wit vs, T, Senator MeTotsre s

Senitor Molsrens. Yes
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Fips, of all, | owant ta =ay, Conmiasioer Hndfg_*: ot _I_ L {'il.ﬂ'i
tainly enjoved Lhe statement you guve 1s bene this un::rn_lh,-:E Al
amm Prlaased, oo, that voau came here soowe could gel L wennl Juok b v
al ;,mr.:lc:mlilT[lud with yual,

L, Benoe, Thank van, Seastor. . .

E%E:Jluffnr Molvryue, T wanteid tn ask yony, ban Chotaber Cannlidate
Tichard Nixou, i a keroer 1o Wall Srreel, stated us {nllaws:

e imi=riti istralion| Tas fuctler  soughl wiebe
w'}:_al:m;(l::i::”;iiﬂlﬂ_?un[‘fr:?::::‘t‘?':ln:.?ntlﬁr mut:al Ifunﬂ..-t Tuilustry, ‘-|'r'|'l:i('|:l Lt
weregleh T coanonned s 10 eate fixiog o g bighey CcopipELEe incdisiry.

Now, [ take it, M Conunizstoner, 1 view ol yoe slateuent hi:t't.-'
this vorany iat you o nne agree with Cuneidate Nixnn's conenrs.

R, vk, Senator, Towoulid feel 1hat it wouid be inapprijris
frr e to eyl v a Jetter atbeibnt el 1o the President,

Spator Melsmyvee | oda not 1hink you readly newd focommant,
L s v statenent here speaks for waell Fissl af '.l'lll:, FOIETIT 1.m.1'tl
af the Conmiission thal acde 1l recommendarions 1ha U]'ig!]lili].::-[

stere U heve, e 1ok it averall, as Doread your s ﬂmtm::u.t.—_ nl |
neernd fe prarse ot a liche bit glak yoeare trying 1o bar: I i}?,F-][.:lr
on Lhig, =aving, “Well, we wonld Hke to jue this, hut,hg.’f wit dalinnt
oo, i, we will Gk T roan prontise worked one on the floor,

M Voo Yes, 2 hat T know that - — y

Senuter Melnvvwe, That d= an resszan to embirrass FL, T;'!J:I.-f 1z
why T termed 30 Candidare Tiehard Kiyoa," radler than “rin: | :Itl‘*r?
dent Bur 1k elsink thae T any hemtened by what you fave said i

= " [+ ) ) .
rhi:.’:::n 1;::_::? for the reeovtd, v 1‘|]ni1_t.':1‘|I|| A ranmati ;;L'uw.l.h tﬂ'_ll_lﬂ
wiwnal tond indusvy, T von know, off the L-:J%‘.l of your ’tm_:»:d, wihialt
that was in assets 00 U ot the finwe of e Toveshiens oy

Aot
lr]'t[lr. Toce, T would want o clisck those figures. [ s 2 very soall

n ‘hat i s nnm, o .
Pllf:it-z::i::l:l1|"t|.l:-]lr-:'11:~rmr._ T will sappby then Alont 3200 mollion, s 1
rennendsee ik, , il

s, B e A FeE bl on oo, o

?—i.:g:{n:rrnl-?,"-.}I:*;LN'n'm-:.}{\]'hatl. inowhal T wanted too sy, To 1060 the I11l1.-=
rual fumals lave grown, as won sy, deamatieally, [0 e dluere aue
250 Ll in vowsd Hgures, e inchisery, e

N, T owondenr 17 you can ey sie aoderstad alsnurt, :':!f"i_'.T-'ll'l]_: =etdl,

This, as you know, was the prive mainfenahet iz [I,tﬂt[‘-:;:;
put i the Tnvestanent. Sot, Why was section 228 o} lTlilf}*‘»_Pﬂ: __ %_’* o
Tnved ment Company Aot of 19404 Tn your opinion, wihy wis 1Tl
intherst . 1 e T had
M, Mose, My nnderstonding, Senntor--aned eertainde, 1 1:u
wotlsing Lo with the censiderabion ar the actlan Ak th:t]l F-Ilmtl. ---]-
iy wsderstamdiner may g even be goreect, ot 11 Wil tlnt. v w-l[.' .Lde
developed o seconnd maeker aud ehat the gecoril oeorier. h:ul Ui, n:,.__l.
e priees thaats were eharged, s 1l thees was g I_’JI'M:'I-['.I."';__-',',’__I:'I_I'!;_E. n!::.lfnt
tlon, 20 to speak, me the market, Thato s [_]-.{- amly '.||chn.:1lz|-uj that .
Lieard sinee 1 lave been o the Comtaission. U is ane of the magm

itz fon seelon 220,

) 'L?.';I1JLIL.! lil:'l ‘:f:‘i]\::nui ‘lll-;l::-'i"”._ [ lubivve than T samehow got the s

sion during onr hearings that this 22(d) price malatennes was pit
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intes this ot Thea i 133 1 3 wdi 1113 P
it : loandbustey wag F400 miillion, it was rolativel
sl industey ar thab time, Tr v (o s relatively

hedostry. Vag put i there Lo protect this

Anc itk v ;IR : i '
A i”i.dI”:5111!31;]1;,‘-:11::]‘1111&3 f:fqt.aljl f[iTItf..f_,iJr'llgi'{!._:;s T 040} felt strongly that
Bappned 1 it Thai s xx:'ll1: 1:( TW Elt e W by, oo o Whatever
getiom ol yanr L'fcrn'umi.-;ﬁiuu.v v the Wharton veport st the e
Canld you tell we, then, what are
cmbd tele plare in the dizteibigiom
if i.i’: EdI}i wans eliminuted ¥
considoredt by the Corsicaion o ety o 10N whish was
hefore the repoot s .=:1L:hrnj|‘tleclidr:; lﬁ? m;"”rr:w--ml § iy months
comsiderard by the Commission ab the : ﬁnhwn,ﬁ" .:m_r.? oy ks
l-]lL!\G::]i:'lllli."ﬁiF'it_Ih'fjtr":'!-:ﬂd was uﬂ'i‘.t['::f‘:!. [ltlﬁnzﬁ;([ff:.a::-rl‘];g]h]iu o whieh
.1 hie Catnmizsion deciden umaadaos]v, T AL St that it Wil Lt
Er:p]'r}rnrl o veromimend the repenl of zerti, ‘;’Qfdi, bucause it didt
T}iasl. Hi:tn}]l: ::mtswluu}r_ncns. It way vepvesented to the Caegigssion
gt The cons e of the repeal of 22007 mizhit lw ¢laatic iy the
Qusery, e the Comission lad no rea waty b anepsure tlhios
TEJHBART Pt inns, - I s
:—;if]ﬂffli‘ﬂh:h;:- :1‘111:1{.]1!“' tt]ﬂltl’e_".r'l.l wiieh T veull tla Commisgion v
Ez{dj o “T.D p;f:]?'];]m-ﬁ]gi“mr reenmmetkling the vepead of section
FoLl) s and e o 31;1 leree e recommaendution for 2 beonge e, Al
rha 13 that a vo . arge: segunent f.}l' the induatiy has what we refereed
Foanptive sales force. They huve their awn salesmen, 1ioir ow
sales organization, some of which o relly tresnendens They J;'
CTHIES, \'.-r.rur!:I wnl b g Fected v bl 1R of sectian e {}]-]. 1 1'1 n
throngh their own orpatization fhey conld sei the prive af ]E['-Im'lw
thv.:,r Platned to setl the shares. ' ST el
-‘h‘(), wwrnally, the repeal of seeriog 22001 would affect anly the
]um u_zn.! '.F!I.I].f].i Iw]m sall 1]'|.1'm|,-_rh_ the independend deafors, and we did't
oW Just what etfect thit it uve, Tt mnishi ot valily 1]
all the business aue wav ne (he atber, o Sy
There were atlier consideral s whiely |
|(1_-‘f_'-fru'ur_'[ _ux[t-rq_-h«'iw! them herve. Bot 1o wisl,
Atnsson exploved that subjeat ar great leper Fory iF
{Eﬁ.ﬂﬁl (}1t thal it Wi Hil]il]]}' lmlli. ]I:I'I.']'lilg!'l."ll fea I]Jw:*.‘f[!f:ll]hr?li::llf? rltr': Jl],;;:ﬂ%‘lt]]:i
.If-hlllxiq"ﬁ?{tq:::‘l:f"l epeling seelion 22 (d) wan woml. aad it ook the 4lterm.
b}
L”:lei::[r::fs;frﬂ[];?n: T :}_pl]htvcmtp your roramtents whout the distine-
e, pvveen the, S ive sales Turee ax nmdnst the noncaptive, During
rearme owe heavd o greeat Jeal alwnt e cladm that 1f this wus
i“.[t'. i ].-tmi inatet of the undecw pitees Twing about to control the
rl;i:; {; [i:-]:.ept];n-“.ﬂ-}l :].inv.'n _Tlm line ror tlhe evetiual consuner, 1f 7 paay
o Lo Tﬁtllib. then what wenld hapgwa is that o Al el o
art Loeall the nurgina] snlesmen would deap by the wayside, as
Fhmr LOmnEEons whnld be rediaeed by rampetition, Anc o hie that
sectied like a pretey good vesidt, becnise ane of Pl itetns el ]-;.e“}t
Twrhering me o this stery of the wntual fonls wag Th-:attl' I'il"“ =Hf]~!
they had an awlind Yot of salasmen onr there =elling after ihey r:rlrr
= A

soane of the adverse cffects tlud
and sale of mutnal fund shares

winalel wank noreview
les nswsire you rhat the
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throngh tending their pasoline station each dave, some of then dong
estate planning and eounseling 1he witlow wd telling lier what she
should by,

And so I felt bringing free competition into rhe ntustey wonld
lave a splolory effect on e sales foree The Tunds mnke o great
deal of the fact thar 1her do leain the sales forces amd give then
soane Wl eof the jaly they are daing, and [ magine fin the nujoricy
this ig 50, it not all ot then,

But those are the awdverse effecrs Wil youg van thiak of now? )

M, Boowe Actually, we had o veal way of mewsuring the ealtre
efieed of e vepreal of <eclion 22033, and as the Senater dieates, o
i very unusuad Lype oF Federal begisfaston facthat it does fia the praee
Iy skakutn
“Bopdor MeTnrvee The verard decs ulieate oor debate ubout nore
regilations and eversliely aduotting that rhey alivady lad, in the
Faw, poodection agatnat price fixing,

Spnator Winrtase Following the I0aninure ride—--—

Bepatar Braserr, Are von in the middle of something? Do yon
Lave el more? Az faras T oam coterned, 1wl T glnd roowair, o
yoar are within sighl of ehe e ol yorie questions,

Senator Molarvee. T lave 4 o0 b more minufes,

Senagtor Besseee, T owill wade,

Sonator Molwryne, Thaonk wou, )

ITece, again, I'd ke te make o pront. 1 feel sure yor: will ageee wilh
this. ‘The Commission, a8 vou know, ceeapnonended that the Trons-end
Inal -that this Torm of selbing should he eliminaied,

Mr RBuner Yes, =it .

Senator Molxtvee And that the reselt of 534, 18 von knew, 15w
entmpramise on it, and as vou said in youe statement, i this s what
tle Senate or Congress wonta, vog will gooalomg with 11, hat it g vonr
parsenal apininn, M Conmissioner, is it not, £t these front-end Joai
sabos shonld b eliminated ?

Al Bk T owandd sav that as the end resuld, Senatoe, T ohunk 1
certninly wonld favor that, Personallv, Twonlal be eoal happy te aecept
the improvement which the Senato Bill wade v ehis avea. The G-
mussion itself has made no evaluation, T think, in that area, bt os for
mwsedl, T ann very bappy to acvept the in-hetween pogition which tle
Senure hmk last yeur, _

Senator Molxrrer. Thiring the heseings, Commissioner Bodge, |
lesweriend For the first fime aboat what T eomswlered quite a nntgae 2e1up
Letwaen the mntual funds and the wlvisory campany, The mutnal firad
hag an wdvisory manaseer. And thene 1 found el i U0 we ereiatod
what is known as the dbsitdervated diceeror. There was very littdn said
dueigr e hewrings that impressoed e with the qole that the sn it |led
disintercsted divector perfarnes. T wonld ke van to cooument. on Lhis
what s the name-——unaffilinted divertor. Conld you wopiment on the role
nf the unaffiltate] direstor as yon have abserved ity or as you have
gludied b Juring thess past 28 years§

Me. Runae. Senator, iy exporicncs in thiz area fius heet somewhat
Viated, e owould he by abserwation onlv, and T know that & varies,
the whals spectrom. Some of the wnaflibated directors, [ think, take
iheir waork very, very serionsly, and T rhink that the munagement
vormipany furmishes then with very complete information az to ihe
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el vskles of tae mansgemest company. T o sare that a1 he okher end
oF the spestrunt iere e unalilinted divetors whe e nar furnished
very e lete fnfornaninm i awlin el s elo nat ey o very offes-
}:"-JL‘.;H Active vole o Bl netuad wanagemont of the s Faies of the mubad
I hirve, iye b, somne reservations as to the efectiveness of e sys.
feny bt U laeee et Wiings oo pecotnmened 1o yen ok His £t )
St ior MeVsrvar. 1 wender if it sl Ta possibile far von 1o fin-
]1'|!£-s1.|- fee T.!Ila-.fl'uu;ll'rl why changes tlat Tuove talken place in e Tast venr
Nobmrbal Fored comnyesinies 1 vedie e i T aclviqowy Toes
M LG To.q,a'n-]; 1 '.'.'l'lll[t].]]rt'lf-l::'l‘:;l'..”]'_ rheir overall advisory o
sewator MeTwevee. Tahink, for Snstanee, that Investars 1veers) fiod]
e <]|I||'|r|,-_r‘th|:- hezvingz or pven ledore the bidl was disenssed (e
e auld e Szl tlint 1 ||L'_',.r Land akian detoseenaint the Tialinae af 1he
voninctes and D] redieed or Bad sealed dewn, after o eeelain
ansrl o f sl were invaleed, D wondi ] Filie 4o Tiow 31 thiere T Seen
any e sipples ol wving toward what we wosld cmsider unel,
Fairer aulvizory foeg, .
A B, Soeme mumaeenient compaiies Tave rodesd their ad-
vistn v Teva by all o pees el 4D seant ol Fuinl Lipoloil apmt camuni saicsys
ey e rezapdinre ol say thar thisdesioe oo some madories Ly
wiolate = of tie sy excline viless we Iy gesn ot Ly sl amees
where The advisory fees e snbstuannially gresier, Lased 11|}||-n ]-Jm-'_
Fawimee i axeendin e T Tewes o ver wes, and sa forrly,
enaloe MeTworver, Tl ehint waz an e thad Ehe coaninitioe was
willing beoavevpe, 30 sone Furmuli contd by workid onn so 1 he adviser-
il ATieer il thee Tuad setially oxeseded vl prertformned Lhe
sl rd o, ehat Chey shanld hsf.-run]mu_e.nrml vt Tor rlizg,
Buol T sweemald b Tyt knew 5wy af these auioal fands Tud
shosn nny melinarion toreduce their advisory fees that Liey vhirge.
Mo Benwee That will he farmished for 1he poeord, sir, | )
(P Toldowingr iniles were received Ty O eoamitiee 1)
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TATERSION OF TABLE 111 3 £, 941 GF WUTUAl Funig RFEORT Y TH COMPART ADW-S0RY FLE FATES(AS A PERCEMT.
AGE OF ANERAGL NET ASSETS] OF [MTERWALLY MANALED MUTJAL FUNDE WIEH 1UE 30, 1985, MET AR5ETS
OF FLHLOOG 02 AMD OVER FO& THEIR FLACAL YLARS LiDil BULY | PFBS-UNT 30, 1965, W4 THED ADWISOAY
FEL HAIES FOH THFIR FIGCAL TEARS EhDLGD JULY 1, 1460 JUNE 30, 1963

Adyisnry lea Sovisury lee
ke fpee- rate fp=i1-
cerl} lar cent]” lsi

Nel 25akls Yzl year Hat g5iets fcal yedn
as al June Al L Jane ondrec
10, 135 July 1, 1965 - 3, 13EE July 1, 18R -
rMame of furd rmillia=sp  June 3% 1966 {mithipna}  Jenk 30 AR
Lolmeettors Mukuad lei. . . L. L L o L. L .00 0, 38 FE R il. 30
. Welirgton Fusd, Int.... . . . FR: AL ] b |, 435, 8 .2
I, Jopps g Staca Tund, [ne e e |, 545, 5 iR L]
4 asurzere Seerinzen Tousl Furd - s 1,780 LI LEL] b Bl
5% AHiliated Furd, 1re . L. .. 1,138, A L, G149 11 E|
E Gonited Accummatiee Fung,, . . I, MY 42 1,599, 5 %
7 Fusdamental Investary, Ipr . . LU 42 1,301, 7 G
a4 TheOieylus Fund, 1%, 01 % ui 2,463 4 al
9 Unrled Frenme Fynd | EOT 3 .42 A Y =
I Firgtisy Fyrd Inco .. L. ... T &z R5d. & 13
Il Aamiren Furds Ins, . o0 e e L 0 A 50
13 trepsbmest o, ol Amenga,. ..., ... Al & 4 414, 2 I
13 Talgwisann-Elegtio: 0g buad, -5 ... .. FL 44 BLL 5 ]
14, Inwstors Varkadie Pagmsm Fod, I ... .. . FLVR | 44 1L 3 Rl
1% ppston Fund. 19, e e e ¥l K e a1
16 Cowrd®gy Sharas, '-8... . . . . ... K T 24 ach. 1 .49
Ly ERremglFond, I o0 L L L e W50, b aa sak L "
19 The George Fobngm Foud ol Bisi0a.. ... . ... w G L 457 9 R
14, Pypgan Fund tre. oL L. . ... FLEAY 40 e I8
20 Fulalidy 1end Fund, e .. L3l G 4k 1. 4821 o
F| Habicg] Secunlies Seres- Stk Series.. ... L. 5. 6 it FIL u
T Freandel Induarmal Fond, et .. ..o ... ... P 5l Jal 4 , A
4 Ay ican Mufual Fund, Ine FEN a5 4C3. 9 LAE
24 The Polodm Growld Fund . ... PRI L] ROV T L
15 SlEle Saraed [neestmar b Soip. . Hed ih LTER] 41
PR, Fudnaw hepsslety Fund Imec. o L 203 B + AT LH
£F. Loy p Secdrimes, | oL — Com e Slech Bune .. . 205, 1 : i ? 4
P Unied Science bard, o0 L 231 5 L] 4314 #?
% Ace-Houghizn busd 8, lae ..ol Ll L. .2 486 ke LI
4G Meysions Cushociar Fund Ine, deres 5-4, 2,7 ) 556 5 v
31 bwahly Cacial bund, Ive. ... L 257 .52 1155 Al
32. e e Wllaen Shiesl Fusd, Tng n:3 12 FEa -3
35 E3lzi & Howad Stack furd . . . L .5 N <5
34 Exton & Homaid Balanced Tud . ... ... Frcl = 1551 -
A5 Delawsre Fund, 1. L a5 2 451.1 -
36, Cammanweal lh drgestnent £a ... . 13 AR 141,58 .ed
1 The Potnars lagome Fund,, ..., .. Thi R T 17 H R
3B The Gals-ial Fund, Inc_ s 110 A ey Al
50, Selegied fmesitd Shases, e, e e e ea 154. 2 1) Y =4
4G. T Rowe Frice Growlh ek Font luc, .. . ... . 136, 4 ol Lhi. nid
d|. Xatipna! Secyritics SEras—Ginwth S1ock Secies . 144.9 . A
42, $hanring Growl2 Fusd Ieg.. ..., . . 41,2 L]
a3, Diversitad Inwesirzent Fond ong .o L. . [E NN - :H
22, Fedegdlmemt band ..ol 1.0 rl
a4, Kepstong Cuslodoan bynds, (e, Seoes K3 13 Tk
45, Massachusetts Lilg burd .. .. L. . 137 L4l
X, Kepsbone Cosdodian Fopeds, Tro, Sewe 5-2 0. 1780 EE
4B, LuorugSayhes Muluel Fung, ... oo 186 5 6
49, Wastingian Moatual Investors Fund, [0, ... ..., Wi T - AE
5. Seudder. Slewkrs E C:ack Baareed Fued, [ro.... .. 1185 -l
51. hepstont Cusléian Funds, Iec. Gerign 6-10 ... L. 1Y L ]
52 Capitel Shaves Ime. . . .. i1 it
533 Tewersilved Gigwath Sk Fiens, 2re - 114 3 - !-
S, Meyylgne Gustadian Funds, o, Segs 5 3, .. ™. 3 i
3%, Lile Insurance Irvgstary, Inc... ..., .. . LCE. B e
¥ Bulgek Fend, LK., e . Loh 3 L%
5}, S1min Rge § Farphame Belenced Fund, bes o . . . %1 VAR
ik P
........................ LE
4T

U REpiart 81 [re Sefunties 493 ia0aae2d Comnossian on the Pykfic Policy Impeitafians of Lweshine=] Coppary Growth.
Cotnuolzae an [01a'late sra Fomgs Commece, B Bepd Mo P33T #Bim Cong., 7d seas (13683

3ol DE Tugt ol thase notes o delfoik o laola i3, po 99 of the Nutwan Turd Fepaa.

2 Present name s 151 Trost Fuad.

3 Presenl name is Tecknoogy func, Inc.

* Present vame is Massachy sz Fyan

3 The bglal rM 25cls @l IFW myhyal 'onds listed is Lhe labbe were JO cancert and B4 of the fola! net aussks of
2l ey ds langs tegrtared malh the Sacucdigs and Eechasge Commissan al Jund 30, 1304, and June 270 Y9EE, respechively,
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REUUE”DFI'IE SUESFQUENT 10 THHIR EISCAL YELRS FRpfo JULY I 1965, T JUNE 10 466, IN ADVISORY FEE
CONTHALT RATES OF MUTULL EIHDS LISTOD 14 TAHLE Al-3to %33 0F MUTUAL FYKD REPORT

s rate Mpw rate

;Iwnragte L] ﬂ;;ﬂ_!
el dsaets nal gLiels
Fa# ¢ 3 fFercenty Cnillmnsh Fom rate (percerdy Lmllksna)

D brmarg Fyrad Ioe. .. ... ... AP ' | e Al A Ldan s, ... b Fh]
GAS enomngt L =280

045 =n nest_ . ... )

g:g& onomenb L L 230

Dreersihed Grawlh Slosh Fund, Inc .. ... . G302 . ... M Dshavpest T l,g-;.g
JdSpaped, ..., 25

045 an nax1 250

3% o0 fext . A0

[£36 3n next ]

U.?"J an next Fah ]

L

Fraehiy Yeend Fund, Ine...._._.. . ... GS5Jun firsl .. gy 3_; 1':?;::gl
243 o0 reet .. [ REE] 160

Bl ower EIE PR G0

0.3 3

. _ I3 1, B

urtdamen lad dnvnglms, It . L. .50 an frgl..... .. .. vepd 05 " aull
QLG or awat .. 150
J4dgn pam...... . EW QA0 g el . T
G215 anment, L. 2% 015 0= el 50
OMlgnrest.. . 351 050 0r nend 750
E;I!‘] o megt.. L 9 DL . 150
oyid, »

Investpn s Mulal, et Inesloes Sepes Fend, 0 50 :-T- west Igcs::f E.%g L
faracd Iryestocd Varahle Fagymeal Func, 047 on et I o4y i;?.
Ing Medon pagr, . FEEE PR

(AT ononmsk FEC DAL Fel]
138 on nazxt N IOl &
U35 en et . TH Ly 8
037 gnneat, L o0 Fag
g N TR . 1 960 030 cwer.
fAlsa a Kzl {nla, atar 1150
annal redu- anewdl redue-
tigs: ¢l Ly @l
S170 5, S50, 0
FIE 00 aad §4150300" and
336,000 far fhe 435000 #ar the
byl Aboyve fuardi,
raipecliveiy, respreclively,
lnz= ledd com- iramr fees zome
Fultd in . putrd cn
ExDidarce milk artardarde wilh
e abave Lhe above
. . Wit .
hlglr.;nwallu :Il::kn-:;; ieries, slogh 3Enes and BAB. . . . LR ;trlalfzr::t 113
N .. - 1= e n

Fruas, Stevens & Clark Balanced Fune Ing © 350 Eanom Y
I . ! . P Al G0 on hest, . ach
Siudder e i
e m:,smm & Cark Comman Sk L T 1 . [FE)

Seiecied AMAnicar Shaces, |ae. R | - e AL D50 g5 hegt 1k

FELE-E M S 150

Slate Streek Inwediment Gop C5%yn dn, . ryui] g ;gl?

0375 e .. o0 o]
] a0

TIn wdgibnn therg 1 a sedasiugn o ug lo $14 . .
T i rarinn, et mmr.ll;;f:ﬂ 1u=5|1 l:sir?’éﬁed“ ;:&Eﬁ?ﬁ.m Uazed pn Ayarape 1ok aasaks gwer $250 0CHCH]
:Lrn < fb.‘lut.':u:ln of Sl?l': pat 310CE 000 gf awg1age el assels

Less a deduchin of 3050 per §L2000009 of Ehaes portion of 2 aREaga et asaels.

- Senalor Molwrvik, Thank you very mneh, Tk ve, Mro Cheip-
L, |

Seaitor Winnass, Benator Hennett ?

Seetor Besyer Thank yon, Mro Olgsivman. T have one o e
(uestions, wid Senator Branke s loft o swe, Te wies enlled away 1o
st her Boaringe, )

]‘it-:l’ul‘nm'».-*_ T Dty el to e veparet af T he Whattoa stady. T lnve
v Trupression 1lat #lae study receanmendued agninst the repeal of
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2eiedi That is ceably wlae 1 woalid Tike o kuow whether that 1s (e
Conld vou or vour stafl jprovide chat buormation for dee revordl
Mr, Bunce. Yus, sir,
(The fotlawing was received for the vecord 1)

Semaent Henoeel Lafs ssked whethee the Whackr 3epord recongenmded  Lhe
repil of the resale peece owietouence provisions o Secton 22l of e
Tnventmgst Cagan® et TUaf Reporl tisd oo pesition oo Section 46l f.
aso 2peh, Fonvover, S0oolid abserve

“Campetition amaongg wontwal fands T peovided jovestors weicl o wiile rabge
of cluwie s to [and $5|ry Jerding cioepos, me KR bas stinebaoed offorts e gelieye
GNEACH i dve sl esetie [wrFormetrien 5l fund saleg, a0 beist Leostrie $X B,
aavee Doy posikively cnrrelnbed witls ool pecformagioe Compdilion in pro-
vating sales dizectly as well as indlee $y thieongh wisning aod stmalating
esiber #1005 CI0oELE wrl b pespee] 5o e ree sty fannds T been wn annpeertant har-
urdtristbie AT The woual Baol fndnsg ey, Thigs, ctlaleeitioe in e mnoaal fond
IRiness Has assmigegd e peiesaat Bonprice Boros—-vaeicly o6l prodwct, prokact
A ey, sl e peagaotion g Gor the most (Rt EL s dnvesved price, at ehe
invesior level, oiely aefar gr w130 GF 200Y cliergs ms beeome o ramcled e
Faofor ga befltveg Fhe Lfaeacigaeed Feraede i Pl Tacilersatey ased e pue-Borid SR QT RELA.
el el R eonafeta fe o eohnloeedy asne tD feisega af Hie g iee,”

LIk Ehe munomer of VHAT, a1 the hexrings Teforo tle Baphing and Cuereie:y Cow-
itk i H. TESLL SOtk Coaggress, Dest sessien. Dwo of The fonr aalbors af
he YWharton Wepar gove their views a< o Seeglon 2000, Prol Irwin Frieod,
the Diceelar of e Wlarelsn School's Serleites Fesoaren Goit, staced thik:

<o I wnlil Tk glesieakde B . bBave the prowll of e matual fund iwdas
oy aprnlv Bess s 508 onsts, Tlis Petpniess more elleetive prios competition. whicl
mLigltt b ncliiever] Ty romevieg (R relaEl price meinfenaees (odcksions of Seclin
Ul ol e lovestwent Uianpeiny Al o by previdingy polentiad jovesines witl
nweee: eamnplele digclmun:"

IProfessey Proemil olsa testibel that Be wrmld resand o kiog Toll disclesane
evin Ealler gud reroking 24041 . L us the mosL promlsing seeps that eoulil ke
wmhen !

I'eafesgor Edwaml & Hermian, o ob-agthor ef tee Whaceton Report, Erstjlned
fun "Xuer conmonticlz wonld Dever abolitice of 2204 andd § woald al-0."* 10 hiz
pregsiead slabeanent U eofessaer Therma i olisa-rved @

Ul s Foe Tidllng (he sige af ST b rgs STAL gate e bevicd i die zales
uf il Pl =liaees resds oo Dhe Eet that the aarked For oo sicices is com-
potiaive ooy da oo Limitod sund Somasa e peeverss vy, Cormpedition ke eacetel
lirsn, by ghe Acl™s stelion 220dY provision for resele peicee waintenanece. This
i siTniticant pestient oe preken comceelitiom, wnd oge Ul Ls desired By the To-
dhisery. A seaoanl Tbmibatien o cotnpetilicn sbeans feian P dpdaFoTerl eauee
of e sl svostoee o ket that Las Deea bervily topped by e fiod indusoes
Az nobedl eserdiee, Lhis s Todnled] $o raeornge sl o nslup aonsd m o redues et
any poagible price compEditiog ot Che retnil bevel. The pries sompelition that
renbd D imralved mainly o bdlding by opszuers af fond Soves Do den e oo eaTTy
aud prsb Lheir wares, Given This diveslinn of compfitivee. tiarkel (e laebrition
is inercdssl by oelevatiog Fae siles clharge (o The dichloer's plceniage st T_]'lt'
Ll At 1her exjanse of e witnse gmrchasers of shuves This s pervers: pric
PEOTTRL A TR P

Selncbar PRwErr. 1oam mcerested i your comment in Le diEeis-
son lere alowl, negolbitel rotes, Is it your understauding tiah Ble

Depavinent of Justics 13 veconnueading 1ot o man wla goss o 2
Laveriae ragee Sonse Do luy ane shiare of stock st T reguired to nepotiale
tha vates on which ho will pay the brokéer Tov ihe service ¥

CAoslndy ol Mutnzl Fonls e eed fur chr &rooritles :I-r-!ﬂ Exclhiznge Manipizsia
b the Bedgrliles Tesoarele Tieab of the Wharcen Scneol of Finnnes wnd Dunoeree of
thwe Linbyersrty of Tennxpbvonla | IToues Refrodt Mo, 2274, 54th Cung., dd Zews (104D ).

AL paze A% (raphagta e . i .

1 Mearyegs hefory phe Conumitioe s Hidakiner ated Cerreeay af Fhe Daeled Sieles madhirld
ow H. RS, N0Ek Fowg, Faf Seaw [THGT) Alerchunlter eleed ax “1907 Semate Heariogs").
[l i Ty

1l a1 G0 vemphamis aidred)

LR S TR

1 4d, a1 THO
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Mr. B THhink tie vecommenrlation, Senator, is that Lthere ner-
Daages b o minimnee sommission For sovadler transietions and n awegn-
L] vatis T Tavgeer feansanct iong., 13001 Pt eoeroct

Mr Feanna, They said thal Gor snmll iransactions mayhe there
slmmbd T o i ritte, and 1oy sabd Gt e frm shondd Bave
st ad vates =i thiet yon did un oegafiate i every small reanswerion.

Betdor Busyere, 10 ey assane that sach R wonilid have =
difberent nnxinnmm rate Inr sl s ions or that this vonld be
s Do thie Cvimnssion

Mr Loosis, As Dondersiand i, they sugpeste] 1 lat the Commission

At i Tate tor snadler O inngs, or a lese considee doing
&,

Senadar Bewnerr, The Conunizsian wonld alsn Ly vaquired To con-
sider the siwme where the breaiong pobu. waes bebwesn o sinull bans
ek iy 1l e Frans=nction to b biszrorialod,

Me. B T presume =0 ves,

Semakor Bexwrer, Fine Lasi cear when we were working on (hiy
maknal fand Wil vepresentatives of tle gotaal P ndustey 2o of
Ele Clomaniszion were nesting frequently to diconss (he prabism, and
seati: 0F W= Tl that the Bnad resannnended Form of the lerisiation
celd By been worked aul s o reanlt af these discussions, e you
hinke ju i possilde ok sone of the s von unresolved ditferences le-
tween the cotnnimiee, the Connmizszion, and thi indnstey can be furtler
veralved Ly furt her digenssion and pegot iarion ®

e Bomsy. Sevatow, =0 fae s T s aoo, i oy reably v wres
where thore o Dffereney Twervwoen the Comanizsion and the Indnatry
15 i the determinadinn of the reasmnabdeness of the manasenest fee.,
Thu OCoomission has contended that the manazement fee shonld be
e Lle, The incustry savs chal 36 Ting o desise to charge iy fee
whicl is woressonable, Tlhe formudit ion s we how 10 THek un muph'{: tr
walee that determinnt jon Jusr hovan't yer vome alout,

P have indieatinns fron dhe industry that they would very much
Bl ter pesnlve that vuestion, and T am sure the Commission wenld lilke
to vesolvie 1L T woullk tecl that i1 s aor an ieswemoneable olistacle,
and rf that one avi eonld he vesolved, 1 dan't Tnow of any real arga-
menit Bebween the Coanmizsion aad the incdusty

Senator Bewwere, The Comndssion Las wsnbe 10 olear te Liwe 11l e=-
try than ar stands ready te bave fievher dlisenssions of i problemn ?

Mr, Boenor, Very definitely, Az a matrer of fact, i has been dis-
virsed within fhe Tvst woek,

Semithor Bewreper, These ave Seunoar Beonka's v guesi tons : S What
is yorie opHnion of (he ide thad o ban might he tuposed o trding
by exchange wembers for Heir ovwen peeonuts until the Backlor prol
lein bus Teen bieoorhil wndoer vontral 7

Mreo Bonge, That praposal s Leen made to the Camnanission, Senn-
tar. I i ot wuler active considereating ieht ad tle et beeanse
vt do Teel that ibis boek alfiee problen s inprovinge. T don't resall
righit o, Twondid giess thar the teading by memdwrs for thei own
Ao wauld meprezoad iy he something Bhe, well, 6o 7 parcent of
the total valune, say, on ihe New York Stock Rxehange, and how
sizznificant ihar woakbd be o redncingg (e avornd? 1am noe sore, e
inly s ennnat ban e tmding of tie specialists fae their aeeounts,
Iecinse thery ave the omes who wale fhe narker officiens and nob =
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Auernating market, Bog oneside of the 5[’“-‘"-'1]'“”5 T wanld Lﬂu‘--u T.E]L:E
volome we are Tallinge abont l.'.'lnl_':(l bwy 15 0b i _PTI-'.T'”JI-‘ ]n}m m] J:;;L“E
cevtainly want to eonsiler that o the hack oflice problen o

! CLn IS, . o
mg“ttl:]]:;a: Hr:npr:m“r. Thank wwe B ol Lee questing: "tl?]'li]-T]..':f }-;Jilili]-
apanian regarding this value of ihe mac.]'nncr-prm-.p.e_ﬁ;f’l.Ili:c ;ti?;;f‘tﬁm‘_
cutes i fanilitating denling with the flood of paperwol :l *“ ;! Ay
yemrs worle 3t Lol to fmglenent such 2 :-':.';'ssr;m, assiningr that o fa

il Asjomn 15 made reeaedioge Sts mritst _
Im;:hf}n{{;n]ln:-::;.l'l :}111?:1 l;la'-_"m registereil seenritiog, Lo w||1-.’.‘]1]~ﬁ ro ‘I“:‘;L'_"-
parernd on oie national stock exclianges that can .hu '|:'|.1-::n_1;_: r.T. .1.1.;;(1
witla s eelativedy shart periad af tine, say, ol ceen witlnn " pel o
of months, As to the over-thecounter seeuritics, (5 2 |onger '13];']_"0
progream, aud that was one of the mnjor tapies f{_u' le*u.-irul?tl i“ r c]|I
nw-:'.'qr-ing whieli the Comanission stafl had llmr.-yda.y ane in: \li;. ot
last weok all fav both days with ali of the pxrhaigges throwgion 5.1:;
comtey and the NASTH T rhink that rhere st Lo snme Eanﬂ.h‘.:n‘ ;
Wis matker of o ndivedual certifieates te have u.vu.ls-lwr.-.r;a ”-":::ﬂé
ship nf somue aveas Poriops we will ]I.:H-':" to i*'_"JIEI'I ]IHE\II R:zul}.‘fi::[ Jone
type af recordkesping such ns (e hnnfj L= .11u]_nlr1; w0 ) M vy
iransaerion iavolves the manial and physieal dellvery ar “L{: gk
cortifiente. 1e has to he dmne: of hetwise, witle the projectaeme n} .1:0
erenzer basiness oo the exehanges and in che epei #?lf?n'.ﬂ'lltill ”m[m-
ek, Lhes just con? ]Iw:uull_ss. thin wolunee, berause They Tive o T

ally ieakly deliver ik o
”rl;;_]l,::n::zqr r{hﬁ_vl{};-rg T it R ﬁ]'nh'.]nn, 1len, thal w il |..'l."' I1|11.ﬁ.'.]1'tz;:"llgl
that. direction 13 tapidly a3 can ba expeeted wnder the clroupiatanesss

My, Brner I oo, Senater. .

Semador B wxerr. Thonk o Llmer ne faether giestiens.

Senalor Wit oams Senakor Cranstan ? e

Senntar Cransros, Uwonld like ta thank you, slomg with the others,
O YeA R AL TA LD ]"lEl‘l.:! tewlay, .

f f[ }:.x'q:uhll l]ike lernsk ¥ou ong question, In your testanony, _tr-;:::11‘t|.]fl’:::
Liottaun af page 36 you vefer to decisoms i the ]ijwls:r-t:m_.u_-{t;l:m;l
einforeing the policy of the New Yok Stk t!'.,:\r.]mngs: He 113?. ed
this susuer, that any covporition siock that s hisied on Tl_u-.]_s-:-cr le.m_n_

i= expected 1o relens prooptly any mtormatoon which It .:.1: ‘:u-lllt‘:!I
whlv bie expected toalfect the niarket for s sneaeties, I}lmF'.n .1 ]l.{. rj‘T 1.

to By intoranation i wondd Bave a favmmable and anfavorable elfect
£l SeRLTTT ST

TWGT, {5 i ) o

?“I[L,E].Iﬁ;lll:r{j[t.};ﬁ]'flﬂ. What would T the gioealion if 1here 1 mfm'!_nr}-_
vion that woald adversely atbest dhe vabee of secnvities l.-.-h"vr.m rl.!cn-_ :—:
veasomalile hope fhat feps s he inken 1o aluyiite I’im :nif.:llﬂl.li_'l]I{ o
Hhat 1here would nan be s adverse effect an these. Tl.‘uulfl_ﬂlst'l ]h.
expected that that information woald Te made public priae to vhe
achimvemunt of e sleps Lo rened ¢ thesitoation .

M Burnce, Well, this iz a New Yorlk Siaek Exchange vule and ne
o 6F e Cosizsion®s, Towanli] feel e the informalwm .-;_ﬂnu_ldl L
e e public ares while the trading ps grang o, partimiarly :F‘m:.-l.:lri{?
i lling bl the hssiders wiekin the enmpany or the company it=ell.,

Lonator Cranerex, [F 1 hers is Leading af £int Gope going oy 1 ;:Fm
se e i wanlil be expectad, Iwander hom we are Lo b expected 1o
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determiine whacher sueh imforation shonld be made puthkdie 1 steps
wie bedng taken 1o retuedy it prior to the fall 3 the value of t.fm
ULF U] AT

Mr. Briswe, Tombahe not be tial i newd e iacde pulidic, bt i is w
then T wondd think thar the tosiders i G T PR TRy shuuld nor. be
setling shaces o ahe ompany,

Seisdar Craxsvey. Yes, Lo rhe event they are ned weakine oy snch
sales, would it still Le expected thit Giey make public sueh infapua-
tion 2 T wanld ke to e yonlistic,

Mr. s, T will defer tn Mr. Loamiz. T would st think so
reysall,

Mr. Loustis. Tf the information is nat veally oy ke liave an im-
Pact o the marker Tweenose the situation will be corrected provapkl v,
niyhe itdsn b dwe Type of Tnformotion that has 1o be djsenssd, be.
Citdse what they wee talking alout is information that will o feet the
natelret, ITowever, if you have o sitnation wiere it [ooks 1ike the eom.
pany and nirked is going to oo down Fareowowhile and come tjs wiedl Lhen
o lieli, T thimk those ficta show 1 be dizelosed.

Seear Wiitaams, Senator MeIntyre.

Senator Melsrver Just one parting Boucht, Senator Bennett al-
huded tee il Tact thar perhaps some comarennses will still be under-
wity At worked oun betwean the Compission and thes indugkry, and
1 thinke your reply was that thers was just ime poink at this thae thar
was veally sticking in the eraw of (he industry, Now, T want o call
Your atterdran 1o page #7 of your statement, and this has to Jo with
the advizory fue. TF I tanenber eorrectly, the averare is one-lulf
ol 1 percent, wlmost, regarillos: of whether the motual fuaiil handles
S0 nailion o §1 billion. T think the wverie was 047 or something
Nke thal. And a lok at ve for the life nf us eouldn’l wnderstagd why
AR AEseTs went up into sueh o asteonomical Heures that thers conld not
bz sontie dectining rate applicd, )

So [ want to vewd for Che recard this perbicular section an conpen-
sabion. Some of 1t was worked ont en the floor, and T think it sould
e inprovad upoae Bk here is what the il usi vy 18 camplrining about,
as T take it i

Na, 1,1k says:

Thix aivisory fed ar COIPIISLE N shall b presanied] Tesdsiable if i has bean

AP 0T ratihedl by e o frme tive vote af he wnETs oL Bl o joridy of
e st anding voriog seeorif log—

And yonekiow st o stanct hat 35, and ten-
Ty the majority of the dlpestors oF s
Caled perrns, wlio are g filintad.

That is the fiest ane. We e talking abnud the fost of reasonable-

ness, = sme <shirehalder might teyv to indivate 1o a0 eonrt thar 1L s
Rt reezomhle,

The second part 2ay::

Piresbivent oomipany shoe are wot inter.

10 ke roact deberninga- Har Bl haurdd af a]imey

L ! s of the Invostroent oo
PINE Aeted winlokon caee i nppenTing SO A= i

Acting witl due cave, no tus trwgh a Lest—

1hen Uurw_ LY T e Tunnebery meroverr far any peeled priee ta fhe ireditutinn
of Th_l- eI, A e e af b inve-ent wlvisory womtrnct, priuc to the
Eerrmudayatiieer 1t o waeh ¢onboiet,
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Thet thicd -

Mo aetion a§y b mistcbhined hy oo moe-lielty halcer Timcder these (peovisicos
utthzzs the Gomnnis:ion oefises or falls o Uriig swch ctios within b cetts
aftor weliten regest by tie seegreily Baldear,

Now, this iz o]l written in to try to eifect o comproadse ni what
seeins Lo mest people ad seents to e an issde ws 16 why shouldn't
the nuntual fawad bdust iy be sulijected 1o the test of rensonebleness in
wir advisory or manspgement compensalion fees, Of course, they
shoald not be larraseed unduly Ty crackpods, Ton T odond know any
other rensen m the worlcd “‘||_'-' Th.l:_y shaonalun's s ,L_iuhjm::,rm] l.rr ﬂ_]l's_tr'.f;t.
So T will asl vou, M Commissinmer, 1 youe comnroniise gt stion:,
dnnod retveat,

M Huorse, Thank vou, siv

Senator Besxwrr, M, Clhaioman, may b eomment? Senwior Meln-
tvre, the first condition is there for the parposs of flixing the Inarden
of proof, tlae iF these stepw Lave beon takou, Livs bardan shifts to the
attacker toe proeve the werensamibleness, and chis iv, 1 think, the es-
sene aned B imporrant fartae i iy provizion, _

As T wsderstand 1, Me, Chairman, the Chairnan of Th_u O s-
gitn has arrecd to Torai=h us with a reeord of changes in rh_n foes
that have aecnrred ever the recent periad of tiine, and T ame going 10
ask linein genernd, does the teend in fees seem to be toward lower or
mers Breasonalile charees™ G tle area of b fumls? .

M Benae My Tpression s, Senator. that it s being redaesd o
the nreas of the larwer parchases, T would like to formish that material
for the pecord,

Senutor Bexeerr, Yes, 1 think it wankl Le important for che eom-
mitdes, Tam valling about manamenenr Fees oo the assmnption that
Ehe Targer funds with move mones at stake may be veducing the pet-
centagre fens they chovge, Ts that poiex o in the industry?

A Bonce, T nidsonderstond the guestinn the fiest thine. 1t is my
sapression that the muaagement. fees are being redoeed when the funds
o larger, b the extent boowhich hey ave being reduced T really
el danve an fTewm oprinaenn, ) )

Senator Bexserr. Cae vou et the inforiation for us that wailid
liove sona sart of measurement. or pnpression as to the exiant aml
alentficnnee of these elinees? .

Mo Beoer, Yes, <ir, T shall fuenizl that far the 1'{*;:11:_'(]. .

Senator MeTyavee. Just one beief comment, Mr, Chaivnnin T was
inal woawdering, it view af rhe Seoale s af 1his bill, in view of
the hearings et gona of uz bave hearrd, we feel we have had an op-
partunity beassess the sitnation, T was wondering iF the pessahilicy of
action by Hae Coneress bad ransed any of these COMPRTIES 10 hepam
Ler try £ nulee whiat T wonll =ay are more realistic advisory fee ann
traers, Flat is what T waz afier, But T wenld Bke ro point ont for Ehe
record that the inportanl thing here is to whdevstand, as T am sure
vemt kuose, Me Clhaivman, that teday wseenriry holder cannot effe-
tively sie, Tt seemwis Bnome this propaeanl 35 nothing for the mdostey to
b segualling abont. .

Senaior Bewwerr. Thave no furrlwer questions, )

Senator Winnoass, Thank yoa veey ek, Mr, Chairnma, Yoo have
Liewny nwst kel pfunl .

{Whereupou, ul 12 240 pone, the hearing was elosed.)
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