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- the promises of the bank. There is nothing at risk here so far as these
investment advisory organizations are concerned, nothing at all, They
‘don’t guarantee any particular success or lack of failure or any leve] -
‘of asset value, ' R S ’ o

Now, turning to another point, we are accused of proposing to substi-
tute our judgment for the judgment of the fund directors. This is

- vrong on at least two counts, In the first place, and T must emphasize

it, any j udgment as to the reasonableness of g particular fee would

be made by the court, not by the SEC., ' :

In the second place, if the directors really exercise a business judg-
ment, if they do more than act as rubber stamps, if some of them
change their views as to their responsibilities and do more than 2o
through the rituals and feel that they do have an obligation to Inquire
and to seek j ustification, and they make a conscientions effort to arrive
at a reasonable fee, taking into account all relevant Tactors, not only
the ones we have mentioned but all relevant factors, and not merely

“more troublesome to me, It isin effect contended that we wil] engage in
a sort of ratemaking by blackmail. T hope you will understand that
T rather resent the suggestion. There ig g, suggestion made explicitly
or sometimes implicitly that we will do something that we wil] of
course not do. We will not require our opinions or the opinions of

‘unless we conclude that a suit ig hecessary to accomplish statutory
- 'Pburpose; and that we have @ case which “we reasonably believe wiil
Persuade a Federal judge. - v '
Now this raises an issue T want to repeat. We would, of course,
conduct ourselves in a]] areas of our work by starting a lawsuit and
asking qustions later. The Suggestion has been made somewhere that
this is a coercive authority. Now obviously whenever You have some
authority and responsibility to enforce the law, it is coercive in that
sense. But we would think that where a reasonable question arose, that

haven’t been tully informed, and that our point of view should not
be as was first suggested, , LA

This could happen. But we would not, and again I must reemphasize,
this Commission as never, and never will in my opinion, engage in
this sort of blackmail which has been suggested. S

ow in addition to being worried about the 'Gommission, ,theindust

is also worried about the small investor suing. We don’t think that the
courthouse door should be closed to him or that bars such as the stand.
ards of corporate waste should be erected in his path. In fact, the sum




