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- Mr. Kerm, Well, the law to which they turned wags_
. Lorrrreg, State law. ,
Mr. Karre, A State statute, and even though the law there may
be different than it ig here, the law here I believe talks about un-
conscionable, does it not? o ,
r. Lowrrrer. The unconscionable provision in the Investment
Company Act, sir, relates to another matter. It relates to the sales load
area, o .
Mr. Kerre, The sales load area, ,
Mr. Lonrrrag, Tt does not relate to-—__
Mr. Kerre, Not to this, :
Mr, LorrrLer, N 0, Sir.

shareholders of 8 mutual fund and the stockholders of corporation,
r. Loerrrer, T think it ig exactly the same, sir. I think they have
exactly the same—__ S
Mr. Kerry., There is in thege many volumes of hearings that have |
~been presented to us a dissertation on this subject, but that 13 one of

are Insisting that there ig the usual arm s-length relationship. i
T LOEFFLER, Yes, sir, If there is not ap arm’s-length relation-

ship, sir, thep Stockholder wouldn’t have to prove waste.
Then he Can0 g0 right to the fairnegs of the contract, That is the

Mr. Kurr, Was t any reduction in rafe ’industrywide as a
result of the Pomeranty suits ? , _ i B :
Mr. Lorrrreg, Yes, sir; I think they had effect, R D
- Mr. Kerry, Mostly as to the shedding of light on the subject, rather
than competition ¢ ‘ : e u o
Mr. Lorrrrzg, Well, I think they were unrelated to the competitive
aspect, , ~ ' I

Mr. Kerrs, Tt invited the shareholders’ attention,

Mr, Lowrrrms. T think it inviteq the Industry’s attention, T think
~what had happened actually, sir, wag that this industry grew enor-
mously during the 1950%s. It wag really a very young industry. The
effect, as is true in almost, any 'situatiqp such as that, 1s that generally




