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(3) They render investment counseling and SUPErvisory services
primarily to clients other than investment companies. - ,
The oldest no-load fund in the group was organized in 19928 and now
has net assets of about $117 million. The youngest was organized as
recently as 1965 and its net assets now amount to about $1,600,000. The
largest fund in our group, organized in 1950, now has net assets of
about $358 million, T ' '
Typically, the counseling firms in our group had been in business fop
- Some years before creating their no-loag funds. They had been per-
forming counseling services for their various individual clients but
had found it impractical to handle small accounts on an individual
asis and had therefore found it hecessary to specify a minimum fee
for accounts they would accept. As a result, each of them had hag the
experience over the ‘years of turning down requests to serve smaller

Section 10 d) of the Investment Company Act takes the form of an
exemption from the provisions of sections 10(a) and 10(b) (2) and
permits an investment company meeting its special requirements to
have its entire board, except for one director, consist of individuals
who are affiliated with the nvestment adviser or officers or employees
of the company itself. (Under the bill, the only change would be to
substitute the concept of “interested” for “affiliated.” Among several
requirements to qualify for the exemption, the critical ones are that
no sales load may be charged and no sales or promotion expenses may
be incurredfby the investment company itfsel‘f.,ACCOI‘dingly, there are
no commissions paid to salesmen by any of the members of our group,
and relatively ll'ttle‘fﬁromotlonal effort.: Es‘sen‘t:ially,.‘thoSe who have

wider questions. Perhaps our group should be pleased and reassured
by the fact that the SEC’s long report, discussing the mutual ‘fund
business devotes almost 10 space to us. On'the other hand, although
there has been no suggestion that the assumptions underlying section
- 10(d) have proved invalid in any way, certain of the amendments that
the Commission ig re(;'ommending, Pparticularly those relating to fees

Or management services and independence of directors, would affect
us along with the rest of the industry and ag » practical matter would
~eliminate the distinetive treatment that Congress wrote into section

question. is how the fee and its reasonableness should be determined.
ur basic position is that the fees paid by the no-load funds to their




