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Shareholders do. not, pass on the contracts that a commerclal corpora-
tion, makes with anyone, no matter, how big it is, that is not normal
~corporate. practiee, 1 but the courts sald this 1s unusual this is unique.
' You have got situations here that do not exist-in the normal corporate
‘getup: We are trying to. restore the statute to What the Congress 1n-
tended to achieve n 1940.

Mr. Kerra. My point ‘was that in 1940 the shareholders did not have
_that proteetion because, of this built-in confhct We thought that there
“should be unaffiliated directors.

Mr. Conen. Precisely. ‘

Mr. Ko, You maintain’ it hasn t w01ked as, well ‘

" Mr, Compx. You put it very ‘well, Mr. Keith. Because of those pro—
_yisions. the’ Congress pub ! in to pro ect the investor, it has worked out
“in a way to his detriment. :

Mr.. EITH On balance, T am not. sure 1 agree ‘with you. “On balance
"the funds have been well’ manaded-—they have done wel 1-and people
have ‘chosen this yehicle as an 1nvestment

Mr. CoHEN. Mr. Keith, they have done Well There is no que»stlon
about that. Very, few people have not dJorne well in these rising markets,
‘and you have had testimony:; before you by yery promment economists
“who ralse some serious questlons as to the value of the investment
management ‘We are not questlomng that. We are saying they are
' entitled to a fee. The only thing we are saying 1s, 1t should be a rea-
_sonable fee. Let me answer, your, question, t. though. .

. Mr. Kerra, All right, it you would. The questlon I rea,]ly want to
ask is this: Is there any "end: result that Wwould accrue by reason of the
ena,ctment of your reeemmendatmns that would cause these funds to
_move to an internally, managed operation, getting the apparent b ene-
fits of size, that, for example, ‘Massachusetts Investment. %‘rust gets

Mr. CoHEN. Mr. Keith, 1 am glad you put’ it-that way. There 18
‘nothing in the bill to prevent it, and when 1 was here before. I made 2
“gpecial p@mt to urge upon the comml,ttee that in marking up bill, it
‘not do anythm% gthh Would revent that possﬂoﬂlty, that possﬂo'l
“utualization, that poss1ble 1ntema11zat10 that they would operate
in the way, a normal cor poratlon 18 operated or by means. of a service
. corporation, “owned by the, funds. 1.agree. with that 100 percent, and I
“think we. all must be sure. ‘that. that Would not happen I 'thmk M
Loomls has, somethmg to add to. that. .

“Mr. Loomis. 1 agree. with all that, but I wouldn’t Want the ‘record
“to appear that our bill, is golng to ‘vequire them. to internalize—be--
ca;i{se 1 don’t thmk it Wlﬂ—-———that Wﬂl be & cholce that they W111 have to

e

‘Mr. COHEN As 2 matter Qf fact we. abandoned that ‘choice even
‘though it, was an .attractive one, and settled on what T con51dered to
be the most conservatwe, the most modest proposal posmble

~Mr. Moss, Mr, Stuckey, you have some qu uestions. monw2

© Mr. STUCKEY. Thank you, Mr. Chairman.

- Liet's go Jback to. management You- gtated,s in .your memerandum
that the: Jollar cost to the. mdwldual for management fées is ‘relatively
‘small and, has little, impact; upon, his investment decision. If th1s is so,
‘why. does he nged prptectlon against excessive management des

What ‘do you mean, by “relatwely small”? That 13, relatlve to what?




