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8. Little jus‘_siﬁcation js given for many of the proposals in either the
SEC’s report on investment companies OT in its technical analysis 0
9510 and HL.R. 9511 ’

THE TMPORTANCE OF SELF-REGULATION

Those who are- actively engaged in the securities business. r«ecognize that

their future sucéessf~depends ‘on ‘the .confidence ’of\%the’ipublic investor. 1f con-

fidence is lost, so too may be their industry. Thus the industry regulates itself
out of a self-interest which is consistent with the public jnterest.

i . which the \Exchange jmposes on our

ies ypore stri an are required

by the Securities Acts or the Securities and Exchange Commission. Other self-
regulatory agefncieé jpcluding the' other stock exchanges and the National As-
gociation of Securities Dealers,

their members. - SO , D R
As a result investors using American markets have working for them three
layers of proteétion’ for their interests. First, the conviction of men in the
gecurities industry that the' confidence of investoms,is their most valued asset.
gecondly, strong. sel _regulatory: agencies: and exchanges within the industry
which can be flexible and regponsive to changing conditions. Third, Eedenal and
state governmental agencies and a gystem of laws designed 't'o,prov’i‘de poth the
disclosure of information andpro»te‘cfbion of public interests. In our opinion’ it
is in the publiré*interest«that all three layers of! :pr‘otection be: continued and
that this concept be embodied in the bills pefore this ,Gommittee. ‘ .

‘Ine.” also imposevere\gulatory" requirements on

LIMifDé:IjIQ}\T:S'ON GALES OHARGES -

Abandoning the. coneept - of self—r,egul»ation the Commissidn_; is seeking a
y maximum on mutual fund sales charges of five percent of the net

statutor
asset value .of shares pm;chased. Further, the SEC asks that it be,«-granted the

sole authority to increase OT change the maximum. T

The HExchange opposes this proposal as not being in the public interest. We
question: the wisdom of asking _Congress to turn its back on. -self—regulation in
this area. The Commission makes 1O showing that the investment fun in-
dustry is, in fact, @ public atility. and hence must have its rates regulated
tal agency and nowhere in the Commission report is there evi-

dence that it has made & detailed analysis of the economic consequences of a

five precent maximum. . B ; ‘
“'mhe Exchange strongly endorses the approach of strengthening self-regulatiop

jn this area. We recognize that a pumber O
‘the se1f~regu1atory appmach is to be followed.

regulation is vastly p_ref.erable to the approach suggested by the SEC.
would seemt to be the most appropriate organization,to be given

regulatory responsibility. The NASD. regulates profits and markups in 2 number
logical extension of that responsibility-.

of other areas. This would geem to be d
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proposed Section 8 of the bilk Wou-ld*‘esﬁabﬁ}sh an entirely new'-"'standard in the
law to give ‘the SBC indirect rate making au hority over management
mhe bill suggests ‘that new concepts be: imr"odu‘ced in our secunnes 1aws, exist-

< vestors ‘but may well hinder them in this effort.

Turther, there apears to be no basis for the jmplication that fund directors
and‘sh»areholders are not fully competent to determine what fees and salaries
are reagonable for investment advice an& that this decision must be made for
to the

them by the courts. , i ~ :
We understand that the Investment'()ompany Institute has indicated

we un-der‘stand that

ependent

SEC its willingness to go beyond the present concept.
‘proposal, it contained three important points. First, the number of ind
directors would be increased from 40 percent to'a maj ority. Second, the jndepend-




