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SECURITIES ACT OF 1933 FILING FEES
TU ESD AY , SE P T E M B E R  14,  1965

H ouse  of  R epresen ta tiv es , 
Co m m it te e  on  I nterst ate  and  F orei gn  C om m er c e ,

Washington, D.C.
The committee  met a t 1 :30 p.m ., p ur su an t to call , in room 2123, Ra y­

bu rn  Bui lding , li on . O ren H ar ri s (cha irm an ) pre sid ing .
The  Chairm  \n . Th e com mitt ee w ill come to  orde r.
The  com mit tee is ho ld ing heari ng s tod ay on a numb er of bil ls, in­

clud ing one, H.R.  7161), which I int rod uced at the  requ est of  the  Se­
curiti es and Ex change  Commission, ha vin g to do with the  amoun t 
of the t ilin g fee  required by the  Secur itie s Act o f 1933.

From  t ime to time  ove r the  year s since 1951 when the  agenc ies were 
dir ect ed by the  Congress  unde r the Ind ependent Officers A pp ro pr ia ­
tio ns  Act  of  1952 to adop t fees to cover the cost of agen cy act ivi ties 
whe re fees were not fixed  by sta tute,  th is committ ee has  h ad  occas ion 
to con sider the  fees set bv the  Com miss ion, and in fac t, by othe r com­
miss ions as well, to cover act ivi ties unde r the  laws which it ad mi n­
iste rs.

The Commiss ion again  is giv ing  considera tion to the fixing of fees. 
The 1933 act by statut e esta blishes  a fee app licabl e to the  filing of 
regi str at ion sta tem ents. The Sec uri ties Ex change Act of  1934 also 
pro vides fo r ce rta in  fees , as  does the  Tru st  Ind en tu re  Act.

Th e Commiss ion in  a pro posal  made to the Congres s las t Ma rch , 
now w ould  double  the r eg ist ra tio n fee u nd er  the 1933 act. At  th e same 
time it ind ica ted  th at  it believed the  stat ut or y fees under the  oth er 
acts  sho uld be consid ered  in  the lig ht  o f an overall  stu dy  it was m aking  
looking to wa rd su ggest ions in othe r a rea s for leg islative c onsidera tion.

Our  witn ess is Mr.  Manuel Cohen , Ch air ma n of  the  Securiti es and  
Exchange Com miss ion. Bu t before  he proc eeds it may be well to 
place  in the  record  at  th is  po int  a copy of  the  Com miss ion’s l et te r of 
Marc h 26 to the  Sp eake r, of  the  bill , and of  the  comm ents of  vario us  
gov ernmenta l agencies  on the  bill.

(TT.R. 7169, le tte r to Hon. Jo hn  W . M cCo rma ck, and  agency rep or ts 
fo llo w:)

[H.R. 7169, S9th Cong.. 1st sess.]

A BILL To amend the  Securities  Act of 1933 with  respect to certa in registr atio n fees

Be  it en ac ted by  th e Senate  an d Hou se  o f R ep re se nta ti ve s of  th e U ni ted S ta te s 
of Am er ica  in Congres s as se mbl ed , T ha t se ct io n 6 (b ) of  th e Sec ur it ie s Act  of  
1933 (15 U.S.C. 7 7 (f ))  is am en de d by st ri k in g  out “o ne  one- hu nd re dt h”  and in ­
se rt in g  in  lie u th ere of “o ne -f if tiet h” , an d by  st ri k in g  ou t “$25 ,” an d in se rt in g  in  
lieu  ther eo f “$100.”

Sec. 2. The  am en dm en ts  m ad e by  th e fi rs t se ct io n of  th is  Act sh al l ta k e  ef fect 
Ju ly  1,1965 .
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2 SECURITIES ACT OF 19 33  FILING FEES

Secu rit ie s  an d E xc ha nge  Co m m is sio n ,
Washington, D.C ., March 26, 1965.

Re fee legislation.
Hon. John W. McCormack.
Speaker of the House of Representat ives,
Washington, D.C.

Dear Mr. Speaker : I have the  honor to transm it legisla tive proposals of the  
Securi ties and Exchange Commission with respect  to fees charged for  the tiling 
of registra tion  stateme nts under the Securities  Act of 1933.

In his budget message las t month Pres iden t Johnson sta ted:  “Fai rne ss to all 
taxpayers demands tha t those who enjoy special benefits should bear a greater  
share of the costs.” This Commission has given considerable thought  to the 
application of this  principle with respect to the laws it adm inis ters  and has 
concluded tha t it would be app ropriate to amend section 6(b ) of the  Securit ies 
Act of 1933 by increasing the fee paid in connection with  reg istr ation state ments 
for  securi ties from one one-humlredth of 1 percent of the  maximum aggregate  
offering price and increas ing the minimum fee from $25 to $100. A proposed bill 
that  would effectuate  these changes is at tached.

In addition to the provision for fees for securities registratio ns, which in 
fiscal 1964 totaled $1,780,697, there are sta tutory  provisions for  an annual 
regi strat ion fee for national secur ities exchanges and for filing fees for appli ­
cations for qualifica tions of tru st inde ntures rela ting  to secu rities not required  
to he reg istered under the Securi ties Act of 1933. These are  the only sta tutory  
provisions whereunder  fees are  collected in connection with the Federal  secu­
ritie s laws, except for provisions p ermittin g the Commission to make reasonable 
charges for copies of information filed with it. The registratio n fee for national 
securi ties exchanges is provided for by section 31 of the Securities Exchange Act 
of 1934 and amounts to one five-hundredth of 1 percent of the aggregate  dollar 
amount  (2 cents per $1,000) of sales of securities on such exchanges in the pre­
ceding year. In fiscal 1964 these fees  totaled $1,323,150. The filing fee with 
respect to trus t indentures is provided  in section 307(b) of the  Trus t Inde nture 
Act of 1939 and the amount collected pursuant there to in fiscal 1964 was $1,500. 
All fees collected pursuant to these sections are  deposited  into the general fund 
of the Treasu ry.

At the time of the passage of the firs t two securities acts the re were indica ­
tions that  the regis trat ion fees provided  therein were intended to cover the  an tic­
ipated costs of administ ration. In fac t, the amounts collected have fallen 
far short of this. There have been no amendments  of the securit ies acts  with 
respect  to fees, except for the  1964 amendment to section 15 (b )(8)  of the 
Securiti es Exchange Act re lating to fees to defray the  cost of exam inations and 
other  expenses in regula ting broker-dealers who are not members of a regis­
tered securit ies association.

Over the years there  have been numerous  suggestions or proposals  for in­
creased or addi tional fees. In 1951 tit le  V of the Independent Offices Appropria­
tion Act. 1952 ( 5 U.S.C. 140) authorized agencies to adop t fees to cover the  cost 
of agency activities where fees were not fixed by sta tute. Pu rsua nt  there to 
in 1952 the  Commission submitted for  comment proposed rules which sought to 
impose substantial fees on various segments of the securities industry. These 
proposals resul ted in considerable controversy and a subcommittee  of the 
House Committee on I nte rst ate  and Foreign Commerce, which was study ing the 
activ ities  of th is Commission, repo rted i ts view th at  any fees in thi s are a should 
be "sitelled out in specific legis lation which has been submit ted to and passed by 
the Congress, rat her than  through any delegation of autho rity  to any agency 
to pass upon the need for or amount  thereof.” 1 There aft er the  Commission 
abandoned its proposal and has never since proposed fixing fees by rule.

In subsequent years  the Commission has expressed the view th at  any fa ir fee 
proi>osal should include an increase in at  leas t one of the exis ting  fees. Thus 
in 1957 we submitted to the House Committee on In terst ate and Foreign  Com­
merce a legis lative proposal that  would have increased the stock exchange regis­
trat ion  fee from 2 cents  per $1,000 of the  aggregate dolla r amount of each 
tran sac tion  to 5 cents per $1,000 and  would have imposed a sim ilar  fee upon 
broker-dealers effecting transactio ns otherwise  tha n on a na tional  secur ities

1 “ Rep ort  of Committee on In te rs ta te  and Foreign Commerce on Securiti es and Exchange Comm ission ,” H. Rept . 2508, 82d Cong., 2d sess. (1952) , p. 138.
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ex ch an ge . T hi s pr op os al  re su lted  in  th e  in tr oduct io n  of hi lls  in  bo th  th e H ou se  
and S e n a te 2 3 4 bu t, a lt hough th e  Sen at e pa ss ed  it s bi ll,  no  ac tion  w as  ta ken  in  
th e Ho use. S ubst an ti a ll y  si m il ar  bi lls  w er e re in tr oduced  bu t no t pas se d in 1959 
an d 1961 ? In  1962 a  bi ll  in cr ea si ng  th e  stoc k ex ch an ge  re g is tr a ti on  fee to  5 
ce nt s per $1,000 , bu t cont ai nin g no  pr ov is io n fo r ov er -the -c ou nt er  tr an sa cti ons 
w as  in tr od uc ed  but no t pa ss ed ?

W hile we  ha ve  again  co ns id er ed  th e  pos si bi li ty  of  am en dm en ts  su ch  as  th os e 
re fe rr ed  above, we  feel  th a t th e  pr op os al  to in cr ea se  th e Sec ur it ie s Act re g is tr a ­
tion  fee a t th is  tim e wou ld l)e more su it ab le . To  in cr ea se  th e co st  of  th e  stoc k 
ex ch an ge  fe es  alon e w ithout as se ss in g a si m il a r fe e w ith  re sp ec t to  ov er -th e-  
co un te r tr ansa cti ons m ig ht be  co ns id er ed  unfa ir , p art ic u la rl y  in th e  ligh t of  th e 
gr ow th  of  t he  “t h ir d  m ark e t’’ fo r li st ed  se cu ri ti es . On th e o th er  ha nd , it  ap pea rs  
to  be  m os t un tim el y to  as se ss  fees  on ov er -the -c ou nt er  tr ansa cti ons now.  whe n 
th e  NASD has re ce ntly in cr ea se d it s fe e as se ss m en t on ov er -the -c ou nt er  dea le rs  
to  defr ay  co st s of  th e  ad dit io nal se lf -r eg ul at io n im posed fo llo wing th e Com­
mission ’s “ Sp ec ia l S tu dy o f t he  Sec ur it ie s M ar ket s. ”

The  Sec ur it ie s Act  re g is tr a ti on  fee is  nec es sa ri ly  pa ss ed  on to  in ve st or s.  
Sinc e th e  in cr ea se  w ou ld  re su lt  in dir ectl y  in  in ves to rs  pa ying  a la rg e r pr opor­
tion  of  t he  ov er al l co st of  th is  Co mm iss ion , which  oper at es  to pr ot ec t in ve st or s,  it  
appea rs  to  us  to  be  f a ir  an d in ac co rd an ce  w ith th e  p rinci ple  st a te d  by th e P re s i­
den t th a t “t ho se  wh o en joy * * * be ne fit s sh ou ld  be ar  a g re a te r sh are  of  th e 
co st s.” In  th is  co nn ec tio n,  th e  la rg er th e  pu bl ic  of fe rin g,  an d he nc e th e  fee , th e 
la rg er no rm al ly  wou ld  be  th e  se gm en t of  th e  in ves ting pu bl ic  purc has in g th e 
re gi st er ed  se cu ri ties .

D ur in g th e  la s t fis ca l yea r,  ha d th e  pr op os ed  fe e been  in eff ect, th e Co mm is­
sio n wo uld ha ve  co lle cted  ap pro xim at el y  $3,561,400 und er  th e Sec ur it ie s Ac t. 
Thi s,  to get her  w ith th e  am oun ts  co lle cted  under  th e  stoc k ex ch an ge  re g is tr a ­
tion  fee an d tr u s t in den tu re  fee  wou ld  ha ve  to ta le d  $4,886,050.  W hi le  th is  is 
sl ig ht ly  mor e th an  th e  to ta l co sts of  th e  Com m ission ’s D iv is ions  of  C orp or at io n 
Fin an ce , and T ra d in g  an d M ar ke ts .5 which  pr oc es se d th e re g is tr a ti ons inv olved 
a su bst an ti a l po rt io n of  th e  work of o th er divi sion s,  part ic u la rl y  th e Office o f 
Re co rds an d Se rv ice and  th e Office of  th e  C hi ef  Acc ou nt an t, w as  al so  sp en t in 
co nn ec tio n w ith  th e fil ings .

The  B ure au  of  th e  Bud ge t has  ad vi se d us  th a t th e  d ra f t bil l su bm it te d her e­
w ith wou ld  be c onsi st en t w ith th e adm in is tr a ti on ’s objec tiv es .

By  dir ec tion of  th e  C om m issi on :
Manuel F . Coi ien, Chairman.  

Sta tem en t of cost hy organizat ion, fiscal year  196-t
Office

Ex ecuti ve  offices_______________________________________________  $341. 793
Office of  P ro gra m  P la nn in g_______________________________________  179.3 37
Office of th e S ecre ta ry _____________________________________________ 73 ,17 8
Office of  H eari ng  E xam in ers ______________________________________  173,0 06
Office of  Opinion s and  Rev ie w ____________________________________  166. 942
Office of  th e  G en er al  Cou ns el _____________________________________  34 7,18 5
Office of  th e Chief  A cc ounta n t_____________________________________  147, 095
Div is ion of  C or po ra tion  F in ance__________________________________  2,9 42 ,0 84
Div is ion of  T ra d in g  and M ar ket s_________________________________  1, 73 8,22 4
Div is ion of  C or po ra te . R eg ula tion_________________________________  1,08 3, 68 2
Office of  th e  C om pt ro ll er _________________________________________  143, 914
Office of  P ers onnel ________________________________________________  130, 083
Office of  R ec or ds  and Ser vi ce _____________________________________  739, 271

Subt ota l,  d ep art m en ta l_____________________________________  8. 205, 794
Reg iona l offices___________________________________________________  5. 7 28 ,15 4

G ra nd  to ta l_________________________________________________  13. 933 , 948

2 S. 2520. 85th Cong., 1 st se ss .: H.R. 7778, 85th Cong., 1st sess.3 S. 737, 86th  Cong.. 1st s es s.; S. 755, 87th Cong., 1st sess.4 H.R. 10167, 87th Cong.. 2(1 sess.6 See “S tatemen t of Cost by Organization . Fisca l Year 1964.’’ attached hereto.
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[S ubm it te d d ra f t bi ll ]
A BIL L To am en d se ct io n 6 (b ) of  th e Sec ur it ie s Ac t of 1933

lie it enacted by the Sena te and the House  of Representatives of the United 
Sta tes  of America in Congress assembled, Th at section 6(b ) of the  Securities  Act of 1933 is amended to read a s follows :

‘‘(b) At the  time of filing a reg istr ation stat eme nt the  app lica nt shall pay 
to the Commission a fee of one-f iftieth of 1 pe r centum of the maximum aggregate 
prices at  which such securities are proposed to be offered, but  in no case  shall  such a fee be less than $100.”

Sec. 2. The effective date of section 6(b)  of the Secu rities Act of 1933, as amended by th is Act, shall  be July 1,1965.

Executive Office of the  P resident,
Bureau of the Budget, 

Washington, D.C., Sep tember 13,1965.Hon. Oren Harris,
Chairmun, Com mitte e on Int ers tate and Foreign Commerce,
House of Representa tives, Washington, D.C.

Dear Mr. Chairman : This  is in reply to your  request for comments on II.IL 
7169. a b ill to  amend the Securi ties Act of 1933 with resi>ect to  cer tain regi stration 
fees.

The purp ose of this bill is to increase the  filing fees paid  by new reg istr ant s 
under the Secu ritie s Act of 1933 and to increase the minimum fee from $25 to 
$100. The increase d fees would more nea rly cover the  cost of the  services 
rendered. The  Securities and Exchange Commission estimates th at  it would 
receive approxima tely  $5 million more in fees, on a full yea r basis, if II.IL 7169 
is enacted .

The Bureau of the Budget join s the Securities and Exchange Commission in 
favo ring  enactment of this bill. Enactment of the ra te  increase proposed would 
be consistent with  the ad minis tra tion’s objectives.

Sincerely yours,
Phillip  S. Hughes,

Ass ista nt Director for Legisla tive Reference.

Securities and Exchange Commission,
Washington, D.C., April  19, 1965.

Re H.R. 7169.
Hon. Oren Harris.
Chairman. Commit tee on In ter sta te and, Foreign Commerce,
Ray burn House Office Building, Washington, D.C.

Dear Mr. Chairma n: This  will acknowledge  your let ter  of April 9, 1965, re­
questing a report w ith respec t to the above bill.

II.It.  7169 was developed by the Commission in the ligh t of the  stat eme nt of 
principle  by the  President  in his budge t message that  “fair nes s to all taxp aye rs demands th at  those who enjoy special benefits should  pay a greater  sha re of 
the  costs.”

The background of the  proposed legis lation and cer tain circumstances con­
sidered by the  Commission in its formulation, are  outlined in the  Commission’s 
le tte r of March  26 to the  Speaker of the  House transm itting  the  proposals. 
We enclose copies of  th at  let ter  for your ready reference.

A com panion bill, S. 1707, was introduced in the Senate by Senator  Robertson 
on April 6, 1965. See the Congressional Record for that  day. at  pages 6809-6810.

The  Commission believes that  enactm ent of H.R. 7169 would be an appropriate 
response, in the  areas of the  Commission's jurisdict ion, to the  princ iple sta ted  
by the Pre sid ent in his budget message.

Sincerely yours,
H ugh F. Owens, Commissioner.
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General Counsel of the  Treasury,
Washington , D.C., J une  25, 1965.

Hon. Oren Harris.
Chairman, Committee on Inter sta te and Foreign Commerce,
House of R epre sentatives, Washington, D.C.

Dear Mr. Chairman : Reference is made to your  request for  the views of this  
Department on H.R. 7169, to amend the Securities Act of 1933 with  respect to 
cer tain  re gis tra tion fees.

The proposed legis lation would increase  the  fee for filing a reg istr ation 
Statement of securit ies with  the Secu rities Exchange Commission from one 
one-hundredth to one one-fift ieth of 1 perc ent of the maximum aggrega te price  
at  which sucli secu ritie s are  proposed to be offered, and would rai se the  mini ­
mum filing fee from  $25 to $100.

The proposed legis lation is not of prim ary int ere st to this Departm ent and  
the Dep artm ent  has no comments to make as to its general merits .

The Depar tment  has been advised  by the  Bureau  of the  Budget that  the re 
is no objection from the  standpo int of the adm inistration' s program to the  sub­
mission of  this  report to y our commit tee.

Sincerely yours,
Fred B. Smith .

Acting General Counsel.
The Chairman. Suffice it to say at this time that the Commission 

believes the statuto ry fees under other acts should be considered in the 
overall study.

The Commission proposed this program last March to double the 
registra tion fee under the 1933 act. So far  as we have been able to 
discern, there has been no opposition to it.

So, Chairman Cohen, if you would extend your statement in the 
record at this point and just give us a brief summary of what you 
want, I think  we can dispose of the matt er rather expeditiously.

STATEMENT OF HON. MANUEL F. COHEN, CHAIRMAN, SECURITIES 
AND EXCHANGE COMMISSION

Mr. Cohen. Thank you, Mr. Chairman. I will be very glad to do 
just that.

The hill, as you have suggested, is a rath er simple one. It would 
have the effect of doubling the fee in connection with the regis tra­
tion of securities for the purpose of public offering. In fact, based 
upon last year's registration statement, it would produce an additional 
$1,790,000, approximately, which would go into the U.S. Treasury. 
It would make the Commission much more self-supporting in connec­
tion with the administration  of tha t statute, not only in connection 
with registra tion but in related areas arising from that statute.

We have determined on this parti cular procedure afte r considering 
a number o f alternatives, some of  which have been presented to this 
committee at earlier times. We feel tha t this  is the simplest approach. 
So far  as we know, there is no controversy regarding the proposal, 
nor is there any opposition.

We think  that  the increased fee is justifiable, because in a real 
sense it will probably be passed on to those for whose benefit the sta t­
ute was enacted.

We have appended to our statement an exhibit which indicates the 
amounts appropria ted by the Congress, the fees we have collected 
since 1935, and the proportion of fees collected to the total  appropr ia­
tion.

I would only add one further  thought, tha t this bill, I believe, is 
in line with the thoughts of  the person whom we all look upon as the
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father of the Securities Act, former Speaker Rayburn, who in re­
ferring to this particular provision suggested to the Congress tha t 
it was hoped it would produce sufficient funds to make the opera­
tions of the Commission under this section sel f-support ing. This is 
the aim of the bill.

The Chairman. Of course, you do not anticipate that  this action 
will make the Commission self-supporting.

Mr. Cohen. No, sir. It  will increase from approximately 22 percent 
to approximately 33 percent the ratio of  the fees collected by the Com­
mission in the aggregate, including fees collected under the Exchange 
Act, to the appropriation awarded the Commission by the Congress.

The Chairman. Mr. Chairman, $15,442,000 was appropria ted for  
the 1965 fiscal year.

Mr. Cohen. Yes, sir.
The Chairman. Was tha t sufficient to operate your Commission ?
Mr. Cohen. In our view, no, sir.
The Chairman. You did get along all right with that , didn’t 

you i
Mr. Cohen. Well, I think  the Congress had in mind not reducing 

our appropria tion but perhaps  not meeting the full request we made.
The Chairman. What is the appropriation for this fiscal year we 

are in now ?
Mr. Cohen. It is exactly the same thing.
The Chairman. Fifteen point four for ty-two?
Mr. Cohen. Yes, sir.
The Chairman. The three million three that  you include here 

includes the other fees tha t you now collect?
Mr. Cohen. The three million three includes the fees we now col­

lect under  the present provisions of the 1933 act as well as fees we 
collect under the Exchange Act which are essentially the annual 
regist ration  fees paid by the stock exchanges.

The Chairman. You would add to th at one million eight ?
Mr. Cohen. Yes, sir; for a tota l of approximately $5 million.
The Chairman. Mr. Rogers?
Mr. Rogers of Texas. No questions.
The Chairman. I)r. Carter?
Mr. Carter. No questions.
The C hairman. Mr. Van Deerlin?
Mr. Van Deerlin. No questions.
The Chairman. Mr. Murphy?
Mr. Murphy. No questions.
The Chairman. Mr. Huot ?
Mr. H i tot. No questions.
The Chairman. Thank you very much. I was going to ask you to 

provide this information tomorrow, but throu gh your excellent vision 
and your efficiency, we have the information that  we would like to 
have.

Mr. Cohen. Thank you, Mr. Chairman. If  we have beaten you 
to it—and I don’t l>elieve we have—it will be the first time in (he 
history  of the Commission.

The Chairman. Thank you very much. Tha t is a good note on 
which to end your testimony.

Mr. Cohen. Thank  you.
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(Mr. Cohen's prepared s tatement follows:)
Statement of Manuel F.  Cohen, Chairman, Securities and E xchange 

Commission

Mr. Chai rman  and members of the committee, I am Manuel F. Cohen, Chair­
man of the Securities and  E xchange Commission.

We are  here  today  to tes tify  on H.R. 7169. This  bill, which has  been pro­
posed by the  Commission, would amend section 6(b ) of the  Secu rities Act of 
1933 by increasing the  fee paid in connection with  the  tiling of reg istr ation 
stat ements for  securit ies offerings  from one one-hund red th of 1 percent to 
one-fiftieth of 1 perc ent of  the maximum agg regate offering price of the  securi­
ties  to be offered and increasing the  minimum fee from $25 to $100.

In  fiscal 1965 fees paid  to the  Commission und er section 6(b)  tota led 
$1,790,349. There  are  also  sta tut ory provis ions for  an annual  reg ist rat ion  fee 
for  nat ional securit ies exchanges and for filing fees for  app licat ions  for  qualifi ­
cations  of trus t indenture s relating  to securit ies not required to be regi stered 
under the Securities Act of 1933. The only other sta tut ory provisions where- 
und er fees are collected in connection with  the  Fed era l secu rities laws are a 
provision in the Secu rities Exchange Act, as  amended in 1964, a llowing charg es 
to be assessed aga ins t broker-dealer s who are not  members of a regi stered 
secu ritie s assoc iation, and  provis ions permit ting  the  Commission to make 
reasonable charges for copies of information. The  reg istr ation fee for nat ional 
secu ritie s exchanges is provided for  by section 31 o f the  Securities Exchange Act 
of 1934 and amounts  to one five-hundredth  of 1 percent of the aggrega te dollar 
amount  (2 cent s per $1,000) of sales  of secu ritie s on such exchanges in the 
preceding year. In fiscal 1965 these  fees tota led $1,506,353. The filing fee with  
respect to trus t indentures is provided in section  307(b) of the Tr us t Ind enture 
Act of 1939 and the amount  collected pursu an t thereto  in fiscal 1965 was 
$2,300. All fees collected pursu ant to these  sections are  deposited into  the general fund o f t he  Tre asury.

At the  time of the  passage of the firs t two securit ies acts the re were  indi­
cations  that  the  reg ist rat ion  fees provided therein were intend ed to cover the 
ant icip ated costs of adm inis trat ion . Thus, in the hearing s before thi s com­
mit tee on H.R. 4314. 73d Congress, 1st session, page 21, the  Honorable  Huston 
Thompson sta ted  with  reg ard  to  the provis ion which was la ter enacted  as 
section  6(b ) : “We have estimated * * * th at  if we tak e one one-hundredth  
of 1 percent of the securit ies th at  are  sold * * * [the amount realized]  
should he enough to car ry on the proper a dm inistration of this a ct. ” In fact,  the 
amounts  collected have fallen fa r shor t of this. At present, only about 20 
perc ent of the  total  costs incurre d by the Commission are recovered by fees. 
Of course, a considerab le pa rt of these  costs is att rib utab le  to enforcement 
act ivi ties which are probably not  an appro priate  basi s for the imposition of 
fees. There have been no amendments of the  securit ies acts  with  respect to 
fees, except for  the  1964 amendment to section  15 (b )(8)  of the  Securities  
Exchange Act rel ating to fees to defray the  cost  of exam inat ions and  other 
expenses in regula ting  brok er-dealer s who are not  members of a registered securit ies assoc iation.

Over the  yea rs the re have been numerous suggestions or proposals for 
increased or add itio nal  fees. In 1951 the Congress in tit le  V of the  Independ ent 
Offices Appropria tion Act, 1952 (5 U.S.C. 140), sta ted  th at  “I t is the  sense of 
the  Congress th at  any work, service [etc.] * * * provided * * * by any Federal  
agency * * * shall be self-susta ining to the ful l ex ten t possible” and authorized 
agencies  to adopt fees to cover the cost of agency act ivi ties  where  fees were not 
fixed by sta tut e. Pu rsua nt  to the  sta tu te  in 1952 the  Commission subm itted  
for  comment proposed rules  which sough t to impose sub stantial fees on various segments of the  secu ritie s industry. These  proposals resu lted  in considerable  
controversy and a subcommittee of this committee, which  was studying  the 
act ivi ties  of t he  Commission, repo rted its view th at  any fees in this  are a should 
be “spelled out in specific legis lation which has l>een submitted  to and  passed 
by the Congress, ra ther  tha n through  any delega tion of autho rity  to any agency 
to pass  upon the  need for or amount the reo f” (Repo rt of Committee  on In te r­
state and Foreign Commerce on Secu rities and  Exchange Commission, H. Rept. 
2508. 82d Cong., 2d sess. (1952),  p. 138). Th ere aft er the  Commission abandoned  
its  proposal.

In subsequent years the  Commission has expressed the view that  any  fa ir 
fee proposal should include an  increase in a t lea st one of the  existing fees. Thu s
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in 1957 we submitted to this  committee a legislative  proposal that  would have 
increased the  stock exchange r egistr ation fee from 2 cen ts per $1,000 of the aggre­
gate  dol lar amount of each transa ction to 5 cents per $1,000 and would have im­
posed a  sim ilar  fee upon broker-dealers  effecting tran sac tions otherwise than on 
a national securities exchange.  This  proposal resul ted in the introduct ion of bills 
in both the  House and Senate (S. 2520, 85th  Cong.. 1st ses s.; II. It. 7778, 85tli Cong.. 
1st sess.) hut, althou gh the  Senate  passed  its  bill, no action was  taken in the 
House. Sub stan tial ly sim ilar  bills were reintroduced but not passed  in 1959 
and 1961 (S. 737. 86th Cong., 1st sess .; S. 755, 87tli Cong., 1st sess .). In 1962. 
a bill increasing the stock exchange  registr ation fee to 5 cents per $1,000, but con­
tain ing no provision  for over-the-counter transact ions , was intro duce d but not 
IKissed (I I.It . 10167, 87th Cong., 2d sess. ).

We have carefully recons idered these  proposals, and other possible bases for 
fees, and  have concluded that  the proposal to  in crease the Secu ritie s Act reg ist ra­
tion fee is, at  this time, the simplest and  fair est.  To raise the stock exchange 
fees alone, at  the  present time, witho ut assessing any fee for over-the-counter 
tran sac tions might appear  inequi table,  partic ula rly  in view of the  growth of the 
so-called third  market, that  is, over-the-coun ter tra din g in listed secur ities.  On 
the other hand,  we believe it would be untimely to estab lish now a fee for over- 
the-counter transactio ns because of t he  f ac t that  the Nat iona l Associat ion of Se­
cur ities Dea lers  has sub tsantially  increased  the assessments which it levies on 
the over- the-counter dea lers  in order to  cover the cost  of the increased  sel f-regu la­
tor y act ivi ty unde rtaken by the association following the Commission’s “Spe­
cial Study of the Securities Markets .” Thus, the expenses of t he  association in­
creased from approximately  $1,600,000 in its fiscal year 1960 to approximately  
$2,700,000 in its fiscal year 1964, or an increase of approximate ly 40 percent. 
Comparable charges are  expected  to be assessed by the Commission against, 
broker-dealer s who are  not members of the NASD, unde r autho rity gran ted by 
the Securities Acts Amendments of 1964.

The Secu rities Act reg istr ation fee is simple and fam ilia r, and it is in most 
insta nces  only a relat ively  insign ifican t part of the total  cost of f loating an  issue 
of secu rities. Thus, in the  case of an offering of $2 million, enactme nt of this  
bill would increase the registratio n fee from $200 to $400. while the tota l ex­
penses of such an issue, exclusive of underwritin g discounts or commissions, but 
including such items as legal and accounting  fees  and printing costs, would prob­
ably be $30,000 or more, and und erw riting discounts and commissions would 
probably exceed that  figure.

As a practic al mat ter, the Secu rities Act r egi stra tion  fee is p robably  passed on 
to inves tors. Since the  increase  would result  indi rectly in investors  paying a 
larg er proportion of the overall cost of the  Commission, which operates  to pro­
tect inves tors,  it appears  to us to be fa ir  and in accordance with the principle 
sta ted  by Pres iden t Johnson in b is budget message in January of this year t h a t: 
“F airnes s to all taxpayers demands th at  those who enjoy special benefits should 
bear a g rea ter  sha re of th e costs.”

If  the  proposed increased reg istr atio n fee had lieen in effect during the fiscal 
year which ended Jun e 30, 1965, the  Commission would have collected approxi­
mately  $3,580,700 under the  Securities Act. This  amount, plus the tru st  inden­
tur e fees of $2,300 collected in fiscal 1965. would  have produced a tota l of $3,583.- 
000. The direc t cost of opera ting our Division of Corporat ion Finance, the  Divi­
sion which is chiefly involved in processing reg istr ation stat ements and  tru st 
indentures, was $3,129,589 for fiscal 1965. While thi s figure is less tha n the 
tota l fees which would have been collected had  the increased reg istr ation fee been 
in effect during 1965, and this Division also processes materi al filed unde r the  
Secu rities Exchange Act of 1934, it  must be remembered th at  sub stan tial  work 
effort of othe r divisions and offices of the  Commission is concerned  from time to 
time w ith  registra tion  stat eme nts and  o ther  matter s r ela ting to  issuers which file 
such stat ement s w ith the  Commission. It  may accordingly lie said th at  the tota l 
amount which would be paid und er the  proposed bill would by no means  exceed 
the  Commission’s ent ire costs involved in adminis tering those provisions of the 
Fed era l secu rities laws which are  relate d to the  reg istr atio n of securities under 
the 1933 act.

I am attachin g to th is stat eme nt and  su bmi tting for the record a cost s tatemen t 
for fiscal 1965 itemized by offices and  d ivisions  of the Commission and a table set ­
ting  for th compara tive figures over th e years  on amounts ap propria ted  by Congress 
for the Commission, total fees collected, and the  ra tio  of fees to appropria tions .
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A pp endix  I

Sta tem ent  of cost by organisation,  fiscal year 1965
Office

Ex ecuti ve  offices_____________ _________________________________  $408, 427
Office of Prog ram  Pl an ning ____________________________________  197, 271
Office of  the  Se cretary_________________________________________  80, 490
Office of He ar ing Ex am iner s___________________________________  208, 523
Office of Opinions an d Revie w_________________________________  175, 289
Office of th e Ge neral  Couns el__________________________________  382, 000
Office of the Chi ef Accou nta nt_________________________________  154, 450
Div isio n of Co rporation  Fi na nc e________________________________  3,12 9, 589
Div ision of Tr ad ing and M arke ts_______________________________  1, 906, 648
Div isio n of Co rporate  Re gu lat ion _______________________________  1,2 09,387
Office of the  Co mp tro lle r_______________________________________  151,110
Office of Pe rson ne l_____________________________________ ________ 130, 587
Office of Records an d Service___________________________________  776, 234

Subto tal , de pa rtm en ta l____________________________________  8, 916, 017
Regional  offices------------------------------------------------------------------------- 0, 534, 1H >0

Grand to ta l--------------------------------------------------------------------  15, 451, 577

Appen d ix  II

Sta tem ent  o f appropriations  and fe es collected, fiscal years 1985 to 1965, inc lusive

Fis ca l ye ar

1935-
1936.
1937.
1938. 
1939-
1940.
1941.
1942.
1943.
1944.
1945.
1946.
1947.
1948. 
1949
1950.
1951.
1952
1953
1954.
1955. 
1956
1957.
1958.
1959.
1960.
1961. 
1962
1963.
1964.
1965.

T o ta l.

A m oun t 
ap p ro p ri a te d  
b y  Con gr es s

T o ta l fees 
co llec te d

P erc en t 
of  fees 

co llec te d to  
to ta l ap pro ­

pri a ti on

$1,5 45,3 37 $227,699 14.7
3,0 29,494 90 0,4(M) 29. 7
4,245,  000 1,103, 780 26 .0
3,8 95,000 716,456 18.4
4,8 72,000 575,399 11.8
5,4 70,000 492,640 9.0
5,40 0,000 517, 772 9.6
5,440,000 312,922 5. 8
4,91 0,000 193,366 3.9
4,60 2,500 407,645 8.8
4,696,704 654,176 13.7
4,694,200 1,093,432 23 .2
5,533,  700 1,111,416 20 .0
5,7 38,700 946,295 16.5
6,121,140 787,545 12 .8
5,87 8,250 790,043 13.4
6,23 0,090 1,08 7,02 2 17.4
5,813,480 1,36 4,44 7 23 .5
5,245,080 1,199,370 22 .8
5,000,000 1,215,7 49 24 .3
4,843,180 1, 703,290 35 .2
5,278,000 2,07 4,21 1 39 .3
5,749,000 2,243,580 39 .0
6,935.000 2,334,370 33 .6
7, 705,000 2,407,706 31 .2
8,100,000 2,631,498 32 .5
9, 517, 500 2,927,407 30. 7

11,412,500 3,422,403 29 .9
13,261,700 2, 533,986 19. 1
13,937,500 3,106, 213 22 .3
15,442,000 > 3 ,300,165 • 21 .4

200,514 ,965 44,382 ,403 22 .13

i H a d  th e  pr op os ed  fee bee n in  ef fect  i n  fisca l 1965, t he  Com m is si on  w ould  have  co lle ct ed  app ro x im ate ly  
$1,790,000 ad d it io na l,  for  a  to ta l of  $5,090,165, re pre se nting  33 perc en t of  th e  to ta l appro pri at io ns for  th a t 
yea r.

The Chairman. Is there anyone who would like to interpose an 
objection to this proposal tha t is being heard today?

Is there anyone else who desires to be heard? If  not, this will 
conclude the hearings on this bill, II.R. 7169.

(Whereupon, at 1:50 p.m., the hearing was concluded.)
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