T —————

Mr. Warkrys, Mr. Chairman ?
Mr. Moss. Mr. Watkins, ‘
Mr. WaTkins, I would like to aglk a question of you, if you woulg
care to answer it, if you are in a position to,
Do you think that the Congress of the United States hag any legal
right to regulate thig money? ;
Mr. Loerrrer, By legal right, if you mean constitutionally—
Mr. Warkiys. Constltutionally, do they have g legal right to do it ?
Mr. Lorrpreg, T S€e No constitutiong] question, sir,
r. WATKINS, You see none ?
U LOEFFLER, No, sir.,
Mr. Warkrns, Thank you,
. Mr. Moss, As a matter of fact, you are operating under g congres--
stonally impoged ceiling at the bresent time, are yoy not ?
Mr. Lorrrreg, With respect to contractual plans, that would be S0;

as I am syre JOUu are familiar, js merely to put into the statute g

statutory requirement that management fees be reasonable, Certainly =

I, and T think all responsible busmessmen, would feel that manage-
ment fees should be reasonable, and indeed any businessman would
eel that the price for hig product or hig service should be regsop.-

I do not Say that critically. T say it only in order to pose what I be.
lieve is the issye, The SEC states that the reason—well; let me first
make one further comment on that, : »

Vhen I describe the proposal as regulation, it ig fop this reason :

one is immaterial, the power to establish the price for the investment
servicegs being sold, the bPower to establish the price independently
of a price which might have been agreed upon between the suppliers
of the service, the management companies, and the purchasers of the
service. Now whenever g third barty who is not g party to the trans.
action, such as the court as it would be in this case, 1S given the power
to set the price, that ig regulation, and that ig what we would have
here. : = ~' ‘

The SEC, in Support of its recommendation that we g0 to a regula-
tory system’ with respect to management Tees, has taken the position
and charges that the present System is not working in the interest
of the consumers, the ultimate consumer, the fund shareholder who
uses the services and pays the charge, The Commission’s charge is
that it is not working effectively because, if it were, as the funds
have grown in size over thege past few years, the Inevitable conge.




