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conditions the amount of stock is not quite as important as i t  has 
been under the old set-up. 

Air. BOREN. ,411 right. 
Mr. HEALP.On your $100,000-point, on the limitation, we have got 

some limitations in here on the issuance of senior securities by corn- 
panics which are not face-amount companies, that is, in ordinary 
investment-trust corporations. They cannot issue debt securities; 
that  is, debentures or bonds and notcs, unlrss they have assets covering 
tbcm 300 percent. They cannot issue preferred stock unless they have 
asscts covering it of 200 percent. That kind of a provision is jurt as 
good or cLvcnbetter than one that  mould require that  you could not 
issue evidences of indebtedness until you hiid so much subscribed 
capital stock. As a matter of fact, i t  seems to me that would hc the 
way i t  mould work out; that you could not issue dcbenturm or notcs 
unltm you have a 300-pc>rcent coverage. 

l l r .  BOREX.Ass~~rningthat the bill docs, in the provision you have 
indicated, take care of the problem I have in mind, refcrririg again to 
thcl $100,000 and your method of arriving a t  that arbitrary figure- 
would not that figure in some instances be inadequate for the purpose 
in mind and in other instances prevelrt very small optrators, we will 
say a given company which in every other respect may be sound? 

hlr. KELLY. JTell, you do not want to have people starting these 
companirs on shoestrings? Do you want a lot of adventurers that 
go out and get the puhlic's savings'? \That you say would have a 
grcat deal more appeal to me, wcre it not for the fact that there has 
already heen written into this bill this requiwmcnt for the main- 
tenance of ratios of assets to senior securities. The company cannot 
issne dchentures except whrre they have :L 300 percent asset coverage. 
Do you not thinlr that that mwts  your point? 

Mr. BOREN. Right at  that point, though, if the safeguards which 
you point out are sufficient to rnert the problem I had in mind, what 
tliffwcnce docs it make whether the company starts out with $500,000 
or $5.000 if the actual money provided for every certifictlte it sells has 
a s:ttisfwtory guarantee behind it ,  or wlwtlicr you start out with 
$5,000,000Y 

Mr. HELLY.  I thinlr these tmterprises should not be started and 
then promoters permitted to go out and solicit the public's money 
unless there is really something substantial back of them and u basis 
for starting the enterprise. 

You do not want these things to be wildly speculative. 
Mr. BOREN. Finally, then, I take it that this figure was arrived a t  

somewhat arbitrarily with the theory that  if less than this amount of 
money were invested they would be unable to maintain their overhead, 
operating costs, and similar contingencies. 

Mr. HEALY.I am perfectly willing to agretl that the figure was 
arrived a t  s o n ~ e ~ h a t  arbitarily. Any safeguard of this sort has a 
certain amount of arbitrariness in it. That  is, you cannot find an 
absolute standard to measure the figure by. The basic idea and the 
consideration that influenced me in supporting that recommendation, 
was the feeling that if promowrs can not qct $100,030 together, they 
should not be allowed to go out and solicit the custody and manage- 
ment of the public's funds in a fiduciary capacity. 

Alr. BOREN.That  figure must havc been surely h s c d  upon the 
feeling that any amount of moncy less than that  woulcl be a sum 



which was too small to produce the necessary overhead and operating 
expenses of a mininlurn company. 

hlr. HEALY.That  is true. 
Mr. BOREN. Just onc other question on this point and I will pass. 
1 want to understand what has been done in some instances, or what 

can be done, we mill say, with this $200, assuming that this $200 was 
paid in and this certificate had lapsed, and the contract becomes void 
antl, of course, worthless. 

Now, the $200 put in hcre, I presurnc, then goes into the general 
funds of the corporation and can be disbursed as dividends to the 
stockholders; is that correct? 

Mr. SCHEA-KER.Most of i t ,  Congressman, is used to pay the sales- 
man to go out and pet the prospect. Selling contracts on installment 
plans requires concentrated sales effort, and a good deal of that $200 
goes into the gcneral fund of the company, which can be disbursed for 
any purpose of the company. The major part of it goes to the sales- 
man, for overhead and opcmting, and if there is any portion left i t  
goes to dividends on the common stock. Under the new bill which is 
proposed, that sitl~ation could no lonqer exist. M7e have made i t  so 
that  the sale load is more equitably distributed over the life of the 
contract, antl we have a proviso here so that a person who goes into 
this type of an  institution must get a t  least 50 percent of his money 
back the first year, and he starts getting surrender value a t  the end of 
4 months rather than tit the end of 2 years. 

Mr. BORCN.Or the third year? 
Mr. SCHENKER.Or the end of the third year in some cases. 
Mr. BOREN.1\11. Chairman, I would like to request that  Com- 

missioner Hrnly or some of his assistants take this contract that I 
referred to, which, as I said, is n ccrtificnte sold to a school teacher in 
Oklahoma, and examine this certificate, showing what this bill will do 
to this certificate, by way of an annlysis of the conditions thereof. 

Mr. HEALY.We nil1 bc very glad to do that, hlr.  Boren. 
hlr.  BOILEN. I wodd like to have that done. 
Mr. HEALI-.We will be glad to do ~ t .  
Mr. COLE. Gentlemen, the committee wants to use this room 

immediately for an executive session, so we will recess until 2 o'clock 
this afternoon. 

(Thereupon, a t  11:45 a. m., a recess was taken until 2 p, m. of the 
same day.) 

AFTERNOON SESSION 

The subcommittee reassembled, pursuant to the taking of the recess, 
a t  2 p. m., Hon. William P. Cole, Jr. (chairman) presiding. 

Mr.  COLE. The subcommittee will come to order, please. I an1 *.
sorry that the subcommittee is so late in convening, but we have to 
take that chance in holding hearings in the afternoon, especially s t  
this time, when there is so much important business on the floor. 
The bells may ring at  any time. 

I have a list before me of the gentlemen whom I assume are here. 
Judge Healy, do you want to present the gentlemen on this list, or 
shall I just call them? 

Mr. HEALP. I think you might call them, Mr. Chairman. 
Mr. COLE.Mr.  Arthur H. Bunker is the first one on the list. Jvt'e 

will be glad to have any statement you care to make a t  this time, Mr. 
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Bunker. Identify your committee, and state what you think of this 
bill, and why. 

STATEMENT OF ARTHUR H. BUNKER,  EXECUTIVE VICE PRESI- 
DENT,  LEHMAN CORPORATION, NEW YORK, N .  Y.  

hfr. BUNKER. My name is Arthur H. Bunker. I am executive vice 
president of the Lchman Corporation of New york City, and am 
chairman of a group who have been reprrscnting informally a sub- 
stantial part of the closed-end invcstment companies in connection 
with the bill before this subcommittee. 

Mr. Ranald hfacdonald of National Bond and Sllare Corporation, 
Mr. Raymond X'lcGrnth of Gcncml American Investors Go., Inc., and 
Mr. Cyril Quinn of Tri-Contincntnl Corporation and its affiliated com- 
panies, who are llcre with me today, arc members of this group. Mr. 
Alfred Jaretzki, Jr. ,  of Sullivan and Cromwell, has been acting as our 
counsel. 

Our group appeared before the Scnnte subcomnlittcc at its hearings 
on the original bill. We objected strenuously to a number of the 
provisions of that bill, but expressed oursclvcs us favorable to reason- 
able regulation of invcstincnt companies. 

At the close of the hcarings I submitted concrete proposals for legis- 
lation wliich had been w o r l d  out by my group, in co~ljunction with 
the leading rcpresmtativcs of the opcn-end conlpanics. Thereafter, 
with the approval of thc Scnatc sllbco~nrnittc~, rcprescntatives of 
both the closctl-end and open-cnd invclstment companies coopcrntcd 
with Jutlgc Hculy and Mr. Schenlicr of thc Securities and Exclinngc 
Commission in an  e~ltleavor to ngrec on priilcipl(~s for rcsulation wllicli 
we might be able to recomnlcntl jointly to the Congrc.ss. In  this we 
were successful and a memorandum of principles W:LS prepared em- 
bodying this agrermcr~t. 

This nlemorandurn was then circulatctl among representatives of 
all the invcstment companies who hat1 appeared a t  the Senate hear- 
i n p ,  and a grcnt many others, constitutizg 9 very substantial portion 
of the industry. 

This agrccmcnt received unanimous endorsement of the industry. 
Mr. COLE. Have you a copy of that paper with you? 
Mr. BUNKER. Yes, sir; or we can furnish a copy. I do not have 

one here. 
Mr. COLE.What is the date of it? 
Mr. BUNKER. The date must have been about five weeks ago; 

May 13, 1940. 
Mr. COLE. Let me understand that again. So far as title I is con- 

cerned, after your group got together and prepared a memorandum 
which went out to all of the industry throughout the United States 
and they had ample opportunity to study it? 

Mr. BUNKER. Yes, sir. 
Mr. COLE. And to report back to you before the Senate committee 

acted? 
Mr. BUNKER. Yes, sir; what we really did was a t  the last day of the 

hearings, which 1 believe was the last Friday in April-we were con- 
cerned with title 1only-we submitted a serieq of suggestions embody- 
ingprinciples, and those were principles to which the industry was agree- 
able. They had not theretofore been submitted to the Securities and 
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Exchanqe Commission. They were the industry's idea as to what was 
necessary antl adequate. Immediately succeeding that, a t  the re-
quest of the subcomrnittce, the industry's representatives got together 
with the Securities and Exchange Commission and evolved the prin- 
ciples which were jointly acceptable to both the industry and the 
Securities and Exchange Commission. That agreement was first 
circulated, and was only a memorandum of principles, and in no sense .-.reduced to the language of a bill. 

So, the first step was that these general principles received the 
unanimous support of all who had been present in the hearings and 
a great many others as well-in my opinion, the prepontlcrant grollp 
of the industry. I think some 58 major companies were involved in 
that.  

After that  agreement of principles had been approved by the in- 
dustry and the Securities and Exchange Commissjon, IcEr. Jxetziii ,  
representing the clcsctl-end companies, and Mr. JTarien Xnotley of 
Boston, representing the open-end companies, colhborated with 
Judge Hedy ,  hlr.  Scllenber, and the staff of the Securities and Ex- 
change Commission, in reducing these principles to the language of a 
bill, and the bill as drafted was again circ~llnted nmong the industry, 
because, of course, at that time the representatives of the industry 
units w ere scattered home again. They h n t l  all been assembled here. 
These principles again received the una~limous approval of the in- 
dustry in the form o£ the bill which is now before you. 

Since i t  has had that joint approval, we are i~aturally interested 
and nccordingly we strongly urge its passage a t  the present session. 
We beliere this to be a workable bill and a hill whicl~ will be beneficial 
to the industry. We recognize that abuses have existed in the in- 
(lustry ant1 we feel that leqslation is necessary to prevcnt their con- 
tinuance and to help the better. elenlents of the industry to raise the 
stantlards of the industry to increasingly higher levels. 

Since the investigation of investment cornparlies w u ~  commenced 4 
years ago, the industry has been living under the cloud of investiga- 
tion and under the tlireat of legislation whose character could not be 
known. With this bill passed, we will know where we stand and we 
will be able to make our plans accdrdingly. 

We trust that the present national emergency should not be a 
deterrent to its enactment but should rather serve as an added reason 
for the passage of the bill. 

We feel that i t  is a very healthy sign that the Government and 
industry can come together and do a constructive job of this character. 

ITith this legislation the confidence of the public in investment 
companies will, we believe, be restored, and these companies will be 
able to serve not only the investor but also the rmportant function of 
supplying new capital to those industries vital to the national defense. 

In closing, may I just add a word of appreciation of the splendid 
oooperation which our group bas received from the Securities and -
Exchange Cornmission. I think i t  is a real achievement, which both 
we and the Cornmission can feel proud of, that  we have been able to 
cooperate so effectively and work in such close harmony in the de- 
velopment of these proposals for legislation. And. I think i t  is only 
fair to say, that this would not have been possible had i t  not been for 
the complete spirit of fairness on the part of Judge Healy and Mr.  
Schenker in dealing with us antl these problems. 
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Mr. BOREN. Mr. Chairman. 
Mr. COLE. 31r. Bunker, I have had presented to me by one of my 

colleagues of the House euggestioris of a constituent of his embodying 
tu-o suggested amendments: One is to add subsection (c) to section 
'LO, dealing with proxies, voting trusts, and circular ownership, and 
the other expressing opposition to section 37, dealing wlth larceny 
and embezzlement, on page 139 of the bill, I think it is. Will you 
look at  the language of this amendment and state for the record 
whcther this matter was before your group at  the time you agreed 
upon it? 

Mr. BVNKER. Whether this particular amendment was before our 
group? 

Mr. COLE. Yes. 
Mr. BUNKER. Yes; I will be glad t,o. 
Mr. COLB. Who is this gentleman with you? 
Mr. BUNKER. hIr. Jaretzki, our counsel. 
Mr. JARETZKI.ISthat agreeable? 
Mr COLE. Perfectly; I just wanted to know who you are. 
hfr. RT-NKER.Mr. Cole, Mr. Jaretzlri knows all about this. Frankly

I know nothing about circular ownership. I t  has never interested 
me, and MY.Jaretzkl h a s  been down here during the last 3 weeks 
mopersting in the drafting of this proposed bill, and if it  is agreeable 
I think that Mr. Jaretzki could give you n more competent answer. 

Mr. COLE. hlr. Jaretzki, are you gomg to testify later? 
SIr. J ~ R E T Z R I .  Yes, sir. 
Mr. COLE. Suppose that we just hold this, then, until that time. 

I want to clear it up. 
Mr. JARETZICI. 'es, sir. 
Mr. COLE. That is all,  Mr. Bunker? 
Mr. BUNKER.Yes, sir. 
Mr. COLE. All right, RIr. Bmker, we thank you. You are going 

to g i ~ eme a copy of the agreement? 
Mr. BUNKER. Yes, sir; that is the May 13 agreement of principles. 
Mr. COLE. Yes. 
Pvlr. BUNKER.That is the only thing that you have asked for, is i t  

not? 
Mr. COLE. Yes. I would like to have the original which went out 

to the industry. 
Mr. BUNKER. Yes, sir. That was the May 13 agreement of prin- 

ciples. 
Mr. COLE. Very well. 
Mr. BUNKER. Yes, sir. Thank you I will see that you get one. 
(Mernor:lndum referred to appears in the hearings of June 14,1940.) 
Mr. COLF.Mr. Quinn. 

STATEMENT OF CYRIL QUINN, VICE PRESIDENT AND DIRECTOR 
OF TRICONTINENTAL CORPORATION, NEW YORK, N. Y. 

Mr. QUINN.hlr .  Chairman, my name is Cvril Quinn. I am a vice 
president and director of the Tri-Co~rtinental Corporation and of the 
four investment rompanies that are associatctl ui th it.  My address 
is Kew Yorlc City. 

I w-o~~ldlike to second what  Mr.  Bunlier hns said and I would like 
to add this word. During the hearings before the Senate committee 
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1 appeared as olie of Mr. Bunker's group, representing the closed-end 
companies. I appea.red in opposition to certain seckions of t,he bill 
and discussed in some detail the -various technical proyisions of sonlo 
of it. 

I would like to say tliat the bill now before you, in my opinion, is a 
good bill. I t  is a workable birl in that the rules under which the 
industry will have to opertt,te are clear and explicit, which I think is a 
requirement of any proper regulatory hill. I think it is a reasonable 
bill in that, while it sets up certain safeguards, i t  strill leaves the 
ma~nagement freedom of action in meeting the responsibility of 
handling t'he funds that mu entrust,ed to i t .  1think also that i t  will he 
a n  effective bill in that certain practices in the past which have existed 
are safeguarded against, ant1 certain desirablc practices which lnany 
companies are now following are now required of all companies. 

Therefore, I would like to make clear to yoli, sir, my support of t,he 
bill as it stands at  the present time. 

Mr. COLE. Where is your offic,e? V 

Mr. QUINN. Sew York City, sir. 
Mr. COLE. All rigl~t,sir. 
Mr. QUINN. Thank you. 
Mr.  COLE. Mr. Rt~yrnond McGrath. Is Mr. hlc,Grath here? 
Mr. BUNKER. I t,hinli that Mr. McGruth is not here just at  the 

moment, Mr. Chairman. 
Mr. COLE. Rlr. Bellamy, of t'he National Bond & Share Corpora- 

tion. 
Mr. BUNKER.Mr. Bellamy is not present. He represents the 

National Bond & Shwe. Mr. Macdonald is present. 

STATENENT OF RANALD H. MACDONALD, VICE PRESIDENT AND 
DIRECTOR OF THE NATIONAL BOND & SHARE CORPORATION, 
NEW YORK, N.Y. 

Mr. MACDONALD. My name is Ranald Macdonald. I am a vice 
president and director of the National Bond & Share Corporation. 

Mr. COLE. Of New York? 
Mr. MACDONALD. New York. It is a smaller investment com-

pany, with assets between $7,000,000 and $8,000,000, and its directors 
are members of the firm of Dominick & Dominick. 

Our company is a closed-end company. I ts  stock is listed on the 
New York Stock Exchange and i t  has only one type of stock out- 
standing-common stock. 

The statement that we have to make on this bill, as i t  stands now, 
is very short; merely to the effect that we bclieve that this bill is 

-,entirely workable as i t  is now drawn and we believe that the bill should 
be passed, and hope that i t  will be passed. 

Mr. COLE. Are you the Mr. Macdonald referred to in a letter 
addressed to me under yesterday's datc over the signature of Mr. 
Starkweather, chairman, Federal legislation committee of the Invest- 
ment Bankers Association? 

Mr. MACDONALD.I am. 
Mr. COLE.I asked Mr. Starkwcather if he wanted to appear a t  the 

hearings today or tomorrow and he wrote me this letter which I will 
insert in the hearings at  this point. 
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(The letter referred to is as follows:) 

ASSOCIATION~ N V E S T M E N T  BANKERS O F  AIIERICA, 
:Ve:e?uYork,  J u n e  12, 1940. 

The Houorablc WILLIAM P. COLE, Jr. ,  
N e u  House Ofice Building, M'ashington, D.C. 

DEARMR. COLE: Thank yo11 for yonr lett,er of the l l t h ,  ad.vising me that  
hearings on the investment trust bill, S.4018, will be held beforo your subcom- 
mittee on Thursdssy morning, June 13. 

As I a d ~ i s e d  you over the telephone, the In\-cstfnent Rankers Association has 
followed the investment trust legislation with great car? and mas prepared to 
testify before the Seuate Conmiittee on Banking alid Currerrcy. However, by 
the time thzsc hearings had progrcsscd for a few days it became apparent tha t  
substantial changes would have to be made and in view, also, of the very com- 
plete case present,ed by the iiivestment trust b~~s iness  itself, we decided not to  
introduce testimony a t  t,hat time. 

Since that  time we understand that  a co~nplcte agreement has been reached 
on a new bill, which presumably is the ono referred to in your letter, b e t ~ ~ e e n  the 
Securities and l3xchange Corrlrnissior~ and the cornmitt,ee represwtifig the invest- 
ment trust business. The committee of this as~oeiat~ion which follom investment 
trust ~nat ' ters has been in constant touch with the progress of these negotiations 
and is in entire accord with the results reached. 

Mr. Ranald H. hfacdoilald, cllairlnan of onr investment companies' committee, 
will be in Washington for the hearings tornorrow morning and will, no doubt, be 
in touch with you. 

Very t,ruly yours, 
JOHNK. STARKWEATHER, 

Chair,rnan, Federal Legislation Committee. 

Mr. COLE, All right, hir. Macdonuld, is tbat dls? 
Mr. MACDONALD. Yes, sir. 
Mr. COLE, I see that the letter supports the bill. 
Mr. MACDONALD. This letter supports the bill, and while we have 

not had u formal meeting of our entire committee, duo to t,he fact that 
t'lie members are locabed in different parts of the United States, I have 
had enough information about the opinions of various nlcmhers of the 
committee; members of the bomd of governors, and members of the 
association, to feel that they are in accord with the opinion tha,t I have 
just expressed in behalf of the National Bond & Share Corporation 
and favor t,he passage of t'his bill. 

Mr. COLE. I wrote to Mr. Starkweather, because I saw quite a lot 
of him last year during the consideration of the indenture bill. 

Mr. MACDONALD. Yes, sir; I know that,. 
Mr. COLE. And he asked to be notified about this. I hape I have 

not ovcrlooked anyone whose name was in my files, as wanting notice 
-of the hearing. 

Mr. MACDONALD. Mr. Starkweather is chairman of the Federal 
legislation conlrnittee of the Investment Bankers Association. 

Mr. COLE. Yes. Is that all? 
Mr. MACDONALD. Yes, sir. 
Mr. COLE. All right, sir. Thank you. 
Mr. MACDONALD, Tllank YOU. 

Mr. COLE. Mr. McGrath. 
Mr. BUNKER.He is not here, and I will speak for him. He has 

asked me to speak for him to the extent of saying that the bill has his 
wholehearted endorsement. 

Mr. COLE. That is, Mr. Ravmond McGrath, General Bmericnn 
Investors Co., Inc.? 

Mr. BUNKER. That is right. He has authorized me to speak for 
him. I am very fmilair with his idea, right up to the last minute, 
.and his opinions,. 
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Mr. COLE. NOW, we have the open-end company group. 
I will take you gentlcmcn in any order you wish to appear, 

STATEMENT OF PAUL CABOT, REPRESENTING STATE STREET 
INVESTMENT CORPORATION, BOSTON, MASS. 

Mr. CABOT. My name is Paul C.  Cabot, and I am one of the organ- 
izers and vice president of the State Street Inveslmcnt Corporation of 
Boston, wl~ich we started in 1924. 

The original bill as it  was presented to the Senate did not, except in 
one minor instance, affect the operations of my particular company. 
I felt, therefore, that 1was in the position of being at least unbiased in 
criticizing that bill; but I felt very strongly that the bill a s  originally 
drawn would be a miqtake for the industry and the people in ~enera l .  

The present revised bill which you have before you, I think is an 
excellent one, and I am heartily in favor of it. 

In the past there have been a great Inany abuses that have been 
brought to your attention by the reports of the Securities and Ex-
change Commission. 

I t  is mv considered opinion that this kill will ~liminat~e, or a t  least 
largely mitigate, those abuses that have been present in the past and 
1hope that you will act favorablp upon it.  

Mr. COLE. All right, sir. 

STATEMENT OF WILLIAM TUDOR GARDINER, REPRESENTING 
INCORPORATED INVESTORS, BOSTON, MASS. 

Mr. GARDINER. Mr. Chairman, my name is William Tudor 
Gardiner, chairman of Incorporated Investors, an open-end, manage- 
ment-type company in Boston, wlth redeemable sllnres and assets of 
around 540,000,000. 

Mr.  COLE. YOU are former Governor Gardiner. 
Yes, sir. I would like to say a word about the Mr.  GARDINER. 

need for this type of legislation. 
The more consideration I gave to the matter, the more important 

i t  seen~cd to me that there should be some such l+lation as this. 
Essentially, the investment-company Industry involves the gathering 

together of cash and negotiable securities for management, and t,lmt 
facilitates a wrongful use if management falls into unscrapulous hands; 
if the managers are dishonest, unscrupulous, or even selfish, there can 
come great harm to the stockholders. 

As to the form of this legislation, I must confess tjhat at one time it 
appeared to me desirable if a simpler bill could be produced, but 
cueful study satisfied me that the task can in no way be further 
simplified than it has been done in this bill. 

The le@slntion must cover a great varictv of investment companies, 
+and that is one of the reasons for the length of this blll. 

As somg of the questions by the chairman, Mr. Cole, this morning 
indicated, publicitv is a great regulating force; but in the case of 
complex corporate structures and practices, I think it is plain that 
publicitv is not enough. 

This bill, I belleve, covers the situation adequately, and without 
undue restriction on legitimate business. 



1would like to urge upon t'lie commit'tee t'he fact that nlany man- 
hours of work have gone into this piece of legislation. I t  has been a 
great demand on the time of many representatives of this industry. 

We most e,arnestly hope that this matt,er will ha.ve your prompt 
consideration and that the action of the Congress may be favorable, 
so that the industry can carry on its other work. 

Mr. COLE. Governor, it pleases me, as well as the rest of the com- 
mittee, to hear statements such as we have heard here this morning, 
and to find an important industry like this and the Securities and 
Exchange Commission getting together as they have. I t  is a highly 
technical piece of legislation. This committee likes to sce such 
results as this bill presents. There was a day when the industry did 
not think they could approach, let alone try to get together with the 
Securities and Exchange Cornmission, but during the last year or two 
they have been finding that they me human, just like the rest of us, 
and trying to do a good job. If I thought the Securities a,nd Exchange 
Conlmission deserved the criticism we hear from some sources I 
would not be a party to trusting i t  with the irnport'ant and new 
jurisdiction this bill confers. 

Mr. GARDINER. That  is true, Congressma,n, and I would like to add 
to taliat that t,he ext,ensive studies ctirried on on the subject by the 
Commission were very helpful in collecting inform:~tion bout this 
industry that is scatterctl throughout the country, and a great many 
of us worked with the Corninission in that study. 

Mr. COLE.All right, sir. Tllar~li you. 
Mr. GARDINER.Tha'nk you. 

STATEMENT OF MAHLON E. TRAYLOR, PRESIDENT OF MASSA-
CHUSETTS DISTRIBUTORS, INC., BOSTON, MASS. 

Xlr. COLE. Wl'c will hear Mr. Traylor. 
hlr. THIYLOR.hIr. Chairman, my name is Alahlon E. Traylor. 

I am president of the h3assachusetts Distributors, Inc.. of Boston, the 
sponsor company for RI~~ssachusettsIn\.estors Trust, Supervised 
Shares Inc., and Boston Fund, Inc. These are funds with assets 
aggrrgating morc than $100,000,000. 

Mr.  COLE. Why is it that all of the open-end companies apparently 
come from Boston; is there sonlctliing peculiar about that section of 
the country that accounts for that? 

Mr.  TRAYLOR. The open-end industry startccl in Boston, hfr. Cole. 
I want to menlion one or two points. 

Mr. C'os,~. Arc they confined now to that section of the country? 
Mr. TRAYLOR. No, there are open-end companies, a number of 

them in New Yo&; one or two in Chicago, and onc or two on the 
coast, and a number in Boston. 

Mr.  COLE.Mr. Traylor, I am going to have to ask you to suspend 
again for a few minutes in order that we may answer a call of t h e  
House. 

Mr. TRAYLOR. Mny I just go on record as saying that I endorse 
this bill. 

Mr. COLE.ISthat a11 you had to say? 
Mr.  TRAYLOR. I was going to mention s few points in conilertion 

with the sc.lling end, but i t  is not necessary to mention them in detail. 


