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ROBERT E, HEALY
1883-1946

Robert E. Healy was appointed by the President as one of the original
members of the Securities and Exchange Commission, and assumed the
duties of that office on July 2, 1934, By virtue of three successive
reappointments he held -that oflice uutil his death on November 10,
1946,

To hLis duties he hrought a wealth of knowledge and wisdom, a staunch
integrity, an unpe(,cable senise of falrness, and bhoundless, untiring
devotion. These qualities made him, inevitably, a powerful influence
in the shaping ancl administration. of the luws ftdnnmsteled by the
Conunission.

His forceful expression of the principles that guided his decisions
established a tradition deeplv respected by all who knew him. He
leaveg more than one man’s hurden to be borne by those who remain,
It would have been his will that we carry on, In spite of his loss, the
tasks which still lie before us. ‘

His was a spirit that recognized no limit to friendship. To the young
people, whom he cspeumllv loved, he was particularly anxious to give
help and encouragement. In all who knew him he i Inspired a decp and
lasting affection.

We have resolved to memorialize herein our sorrow at his passing and
to record our deep sympathy for the members of his family.

James J. Caﬁrey

Robert IX. MeConnaughey
Richard B. McEntire '
Edmend M. ITanrahan
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FOREWORD

This review of the Commission’s activities for the fiscal year ending
June 30, 1946, was prepared, pursuant to law, for the information of
the Congress. It is o factual report, and is in general limited to the
activities for the fiseal year covered. The Commission’s Tenth An-
nual Report contained a broader historical statement, and relerence
o the Tenth Annual Report should be made for a more adequate sur-
vey of the first decade of the Commission’s operations.

The recent Congressional election has brought to the Congress many
new members.  We hope that this annual report will help to acquaint
them with the work of the Commission. The report indicates the
broad scope of the Commission's concerns under the various laws
administered by it and the'significance of the policies embodied in
those laws. The fields regulated by the Commissioh are complex and
they are at the heart of the financial life of the Amevican economy.
The key to the most effective regulation in this field is to carry out the
policies of the law with a minimum of interference with the normal
operations of the facilities of securities distribution and trading.

A reading of the report will indicate the extent to which the Com-
mission has adjusted its methods to achieve that aim. While the
number of forms provided under the various acts may seem, at first
glance, to result in complexity, the forms are, in reality, the result of
constant adjustment to achieve simplicity and to minimize the burdens
of those called upon to comply with the laws, The endeavor is always’
to find that method of administration which is most suitable and least
burdensome to the particular individual or company affected.

The report deseribes instance after instance showing the effort of
the Commission to bring the policy of the Congress into play with as
much cooperation as possible with those concerned. The Commis-
sion’s method of procuring corrections in registration statements by
conference and negotintion rather than by formal proceedings is an
example of this. The particular care exercised in conducting trading
investigations so as to cause the minimum of disruption and embar-
rassment is another example. While, to the layman, many of the
Commission’s rules providing for exemptions and exceptions may ap-
pear to be complex and difficult to follow, they are the careful product
of adjustment to the practical needs of the financial community.

The Commission has broad powers to bring abont the geographical
integration and corporate simplification of holding company systems.
There ure many ways in which such a far-reaching program may be
effected. The dictation of plans by the Commission and their in-
voluntary enforcement by the courts (which is one of the methods
provided for under the Public Utility Holding Company Act) is one
way. Another way is to indicate the Commission’s findings as to the
end results required by the Act and to leave wide latitude for the pro-
posal of voluntary plans of compliance by the companies affected.
The Commission has chosen the latter route. While many of the in-

' X111



X1V FOREWORD

tricate problems dealt with by the Commission under the Public
_Utility Holding Company Act might have been disposed of more
quickly by adopting harsh measures for enforcing involuntary
changes, the Commission has consistently constdered that fairer and
more feasible results can be achieved by encouraging and assisting
voluntary compliance,
Evident throughout the report is the constant concern of the Com-
mission to keep open the channels of communication between itself
and those with whom it deals. In texms of time and manpower spent
the rendition of information, advice, and help to other governmental
bodies, interested companies and members of the public bulks large.-
As indicated in this report and in prior reports of the Commission the
formulation of important administrative polictes is, wherever possible,
"achieved through cooperation and consultation with those affected.
The Commission regards itself as having been charged with a
public trust in the administration of the policies of the law. Tts
facilities are always available to those who seek information about
its work. It applies to itself the principle of full disclosure embodied
in all the statutes it administers, :
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PART 1
ADMINISTRATION OF THE SECURITIES ACT OF 1933

The main objectives of the Securities Act of 1933, as amended, are
to provide for full disclosure by means of registration statements and
prospectuses of pertinent information regarding securities publicly
offered for sale through interstate commerce or through the mails and
to prevent misrepresentation, deceit, and other frandulent practices
in the sale of securities. The Act does not confer upon the Conunis-
sion the power to approve or pass upon the merits of any securily.
Even though the act does not insulate investors against risk, it does
make available to them information with which to gage the risk.

REGISTRATION OF SECURITIES UNDER THE SECURITIES ACT OF 1933

T'o nchicve the end of full and fair disclosure of the material facts
regarding securities offered for sale to thie public in interstate com-
merce or by the use of the mails, the Act provides that, with certain
exceptions, hefore securities may be so offered or sold, a registration
statement must be filed with the Commission and must become effec-
tive. Kach repistration statement must be filed on the particular
form preseribed by the.Commission as appropriate to the type of
security proposed to be offered.

The registration statement, which becomes n public document once
it ig filed. is designed to set forth all the material facts with regard
to the company and its securities which are to be sold. This required
information includes, for example, statements with regard to the
character, size, ani profitableness of the business; its capitalization;
the purpose of the financing; options outstanding against securities
of the issuer; the remuneration of officers and divectors; bonus and -
profit-sharing arrangements; underwriters’ eommissions; and pend-
ing or threatened legnl proceedings. Certified financial statements
must also he included in the registration statement proper. In addi-
tion, the Act provides as an integral part of the registration procedure
that the issmer must furnish to investors a prospectus setting forth
in convenient form the basic or more important material contained

. in the registration statement.

The fact that o registration statement has been filed, or that it has
been examined by the Commission’s staff, or that it is in effect, does
not imply any appraisal by the Commission of the merits of the secu-
rity as an investment. The Securities Act does not authorize the Com-
mission to pass judgment upon the soundness of any security covered
by a registration statement. Actually, the statute makes any repre-
sentation to the contrary a criminal offense. Thus, in administering
the Act, the Commission does not direct the flow or capital or try to
do so, although, of course, the requirement thut registrants disclose
the truth concerning security flotations may very well affect their.

T32108—47 2. 1




2 SECURITIES AND EXCHANGE COMMISSION

public reception. In short, as pointed out in the headnote to this
chapter, the basic policy of the Act is not to attempt to protect the
investor by insulating hiin from risk but to make available to him the
information with which to gage the risk. It follows that, under the
Act, even speculative or apparently unsound issues may be registered
and sold to the public provided the whole truth is told,

One of the Commission’s most important functions is to examine
these registration statements for compliance with the statutory stand-
ards of full disclosure and to obtain améendments necessary to correct
deficiencies discovered thereby before permitting the registration
statement to become effective. The work of examiving registration
statefnents has to be accomplished with maximum dispatch, since the
Act provides that the registration statement shall, ordinarily, become .
effective on the twentieth day after it is filed. The filing of an amend-
ment to the registration statement starts the period of delay running
anew, unless the amendment is filed with the consent of or by the order
of the Commission. In that event the running of the original 20 daya
is not interrupted. ‘The Commission may, in its discretion, accelerate
the effective date of the registration statement, having due regard to
the adequacy of relevant information available to the public and with
due regard to the inferests“of investors. The purpose of the 20-day
waiting period is to give the public an opporiunity to absorb the
information in the prospectus or registration statement before making
a commitment that would otherwise need'to be made in haste or-
ignorance. - . ‘

The Commission has endeavored in many ways to adapt its pro-
cedures to the aceustomed practice of businessmen -and distributors of
sacurities insofar as this adaptation is consistent with the intent of
the Congress and the protection of investors. A notable example is
the “letter of deficiency” which the Commission sends to registrants
as promptly as possible after the statements are filed to advise them
of any material misstatements or omissions. Registrants are thus
afforded an opportunity to file correcting amendments before the
statements become effective. Another informal procedure which has
proved exceptionally useful is the prefiling conference in which rep-
resentatives of registrants and underwriters discuss problems in con-
nection with proposed filings with the Commission’s staff so as to de-
termine in advance what types or methods of disclosure would be
necessary under the circumstances of the particular case. As a result
of such informal advisory assistance rendered in an effort to simplify
the registration procedure in every practicable way consistent with
the public interest and the protection of investors, 1046 was the fifth
consecutive fiscal year in which it has not been necessary for the Com-
mission to issue a single order under the Act to prevent or suspend the
effectiveness of any registration statement,

THE VOLUME (jF REGISTERED AND EXEMPTED FLOTATIONS

Total of Registrations

. The aggregate volume of securities effectively registered under the
Securities Act of 1933 during the 12 months ended June 30,1946, was
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§7,073,280,000,* the greatest amount in any fiscal year since the passage
of the Act and very substantially greater than the previous high of
$4,851,465,000 in the 1937 fiscal year. Of this total registered, securi-
ties to be sold for cash amounted to $5,895,840;000, of which about
nine-tenths, or $5,423,593,000, was registered for the accounts of the
issuers of the securities (primary distribntions). The amount to be
sold for cash which was registered for the accounts of others than
issuers, $472,248,000, was the greatest amount ever registered for secc-
ondary cash distribution in any fiscal year and more than twice the
previous high of $189,722,000 in the 1941 fiscal year.

Volume of Stocks and Bonds

Of all securities registered to be sold for cash for the accounts of
isswers, the volume of stocks was $2,321,524,000 and the volume of
bonds and other credit instruments was $3,102,269,000. The volume
of bonds and other credit mstruments was only slightly less than
the previous high of $3,158,226,000 registered in the 1936 fiscal year.
Although stocks accounted for the smaller part of securities registered
for cash sale, the increase in stock registrations over previous years
twas substantially greater than the increase in bonds and other credit
instruments over recent years. ‘The volume of stock registrations was
more than two and one half times greater than the $863,363,000 regis-
tered in the 1945 fiscal year and almost double the previous high of
$1,208,520,000 in the 1937 fiscal year, The volume of equity securities
other than preferred stock registered for cash sale, $1,330,625,000, was
in itself greater than the previous high for all stocks to be sold for
cash; and the volume of preferred stocks to be sold for cash, $090,699,-
000, was in itself greater than the total of all stocks registered by
issuers for cash sale in the 1945 fiscal year.

Types of Issuers

Of all new issues registered to be sold for cash, an extremely high
amount was registereﬁ' by manufacturing companies. The $1,750,-
752,000 so registered by this gronp was substantially greater than the
previous high of $1,195,349,000 in the 1936 fiscal year. Transportation
and communication companies registered $964,795,000 of new issues
to-be sold for cash, more than 80 percent greater than the $529,516,000
of such registrations in the 1937 fiscal year. Finance and mvestment
companies registered $902,344,000 of new issues to be sold for cash,
almost 40 percent greater than the previous high of $049,475,000 of
such registrations in the 1937 fiscal year. Only the volume of new
issues registered to he sold for cash by electric, gas, and water com-
panies, $1,496,860,000, failed to exceed the previous high of such regis-
trations by these companies, $1,499,419,000 in the 1936 fiscal year, but
only by less than $3,000,000.

Methods of Sale

Investment bankers were used for the distribution of 96 percent,
%5,195,867,000, of the volume of all securities vegistered for primary

!

1Thia volume was distributed over 661 statements covering 1,015 lssues. Although the
dollar volumc represents a new high, both the number of statements and the numhber of
iseues were less than the peak of 840 stutements and 1,260 ixsues in the fiseal year 1937,
The number of statements represented in these statistics, 681, differs from the 663 given
in the tabls on p. 6, due to differences in the classification ag to time of effectiveness of
issues which becume cifective subject to further amendment. See footnote 2 to Appendix
Table 1 for details.
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cash distribution. Eighty-two percent, $4,445,915,000, involved com-
mitments by bankers to purchase for resale and 14 percent, $749,952,000,
commitments to use their best efforts. Registrants planned to sell 4
percent, $227,726,000, directly to investors,: .

Cost of Flotation

The cost of flotation of securities registered for primary cash dis-
tribution, as reported in the registration statemients for such securities,
amounted to 5.3 percent of the aggregate dollar valume of such securi-
ties. A further break-down of this 5.8 percent indicates that 4.8
percent was to be paid as commissions and discounts and 0.5 percent,
for all other expenses incidental to the flotation of the securities, in-
cluding all costs relative to registration. A study of the portion of
aggregate gross proceeds paid as commissions and discounts to invest-
ment bankers on securities registered for sale {o the general public
through such bankers reveals u downward trend in recent years, as
may be noted from the table below:

Contpensation percent of gross proceeds ,

Year ended ' Preferred| Common Yrear cnded Preferred] Commaon
June 30 Bands | ek stock - June 30 Bonds | "ok stoek

20 6.4 18.9 1.7 3.6 9.7

14 7.2 16,4 1.5 3.1 8.1

18 4.1 14.4 1.3 3.1 9.3

1.5 4.1 10.1 90 3.1 8.9

Comparable statistics to reveal the trend prior to 1939 arve not at
present available. A trend similar to thatnoted in the chart may be
noted with respect to bonds, subdivided on the basis of the investment
risk involved.* |

Unregistcred Issues

In addition to the $5,424,000,000 of securities vegistered for primary
ash distribution, some $2,497,000,000 of untregistered new corporate
securities are known to have been offered for cash sale by issuers
during the fiseal year, counting only offerings in excess of $100,000.
Issues under the jurisdiction of the 1. C. C. (mostly rails) accounted
for $1,817,000,000 of the total of unregistered issues; privately placed
tssues for $991,000,000 ; new issues of bank securities for $74,000,000;
and Intrastate offerings for $4,000,000. The balunee of $112,000,000
consisted of securities offered in issnes between $100,000 and $300,000
under Regulation A, as amended effective May 21, 1945, During the
fiscal year under review there was an almost continuous rise in the
volume of Regulation A ‘offerings. Tn the final month of the fiscal
year alone there were 83 such issues with an aggregate offering price
of $18,000,000.5 : '

* Beo A?pendix Tables 1 through 4 for a more detailed break-down of the deilar volume
of Securities Act rogistrations.

I This table does not include investment trust issues, whose costs arc not reported on a
basis comparabie to that of other issues, -

* Compare part 2 of Appendix Talle 2 wilh Appendis Table 2, part 2. in the Eleventl
and Minth annual reports.

E See page 7 for a more detailed discussion of Regulution A offers.
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Excluding open-end issues offered on a continuous basis (mainly
by investment companies) the volume of all new issues of corporate
securities offered for cash sale in issues of more than $100,000 during
the 12 months ended June 30, 1946, including both those registered
and unregistered, was $7,124,000,000.

New Capital

The amount of proceeds from securities flotations applicable to
expansion of fixed and working capital ageregated $1,557,000,000.
This is the highest volume of new capital finaneing from securities
in fifteen years and compares with the recent penks of $1,196,000,000
in the 19387 fiscal year and 8862,499,000 in the 1942 fiscal year. Indus-
trial and miscellancous companies accounted for more than 80 perecent
of the new money financing. TFlotations by utilities and railroad com-
panies were mnainly for the purpose of refunding outstanding
obligations.

Refinancing

The volume of refinancing through new issues of securities reached
a record high of $3,160,000,000, due 1n great part to the fact that many
carporations took advantage of certain features of the tax laws and of
the low lovel of Interest antes to reduce their interest and fixed divi-
dend costs.®  Inm addition, many corporations retired cutstanding se-
curities with cash from sourees other than proceeds from the sale of
new issues, sich as treasury cash and bank loans, so that the aggregate
volume of fixed ncome securities 1s estimated to liave. declined.

Volune of All New Issues

The addition of noncorporate to corporute issues brings the volume
of all new issues of securities offered for cash sale in the United States
during the 1946 fiscal year to $35,948,000,000. The bulk of tlns volume
consisted of long-term United States Government securities. The
volume of such sccurities, $27,258,000,000, was, however, the lowest
volume of offerings by. the Federal Government in 4 years. The
amounts of securities offered for sale hy other noncorporate issuers
were: $028,000,000 by states and municipalities ; $608,000,000 by Fed-
eral Land Banks; $80,000,000 by foreign governments; and approxi-
mately $500,000 by miscellaneous nonprofit organizations.”

Statistics of Securilies Registered Under the Securities Act of 1933

As shown below, the Commission last vear received and examined
TH2 registration statements under the Securities Aei of 1933. This
was the largest number of registration statements filed in any year
gince 1937. As noted, the aggregate dollar value of the securities
covered by these registration statements exceeded $7,000,000,000,
which is the greatest amount for any year since the passage of the
Act in 1933.°

% Qee Appendix Table 4 for statistics in greater detail as Lo the use of net proeeeds from
the salo of corporate securities. .

T8 Appeniix Table 3 for a more detailed statistieal break-down of the yoluome of all
securitics offered in issues of more than $100,000 for eash sale in the United States, includ-
ing noncorporate as well ag corporate and registered as well as unregistered, but excloding
thaose with terms to maturity not longer than a year and open-end issues offered on a con-
tintous hasis by investment companies, -

STor further data see “Volume of registered and exempted flotations,” herein at p. 2.
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Digpogition of registration statements

. July 1, 1645, to
Prior to July Y Total as of
Statements -1, 1845 June 50, 1945 | yune 30, 1946
Filed e ieeas 5,820 752 6,672
Effective—net._ 4, 680 663 [ 15,341
Withdrawn—neb .. oo 877 28 913
Under stop er refusal erders—nel 132 0 182
Pending—June 30, 145 __________._____ 3 R AR PR,
Pending—JTune 30, 10406 |l 136
Dollar value of securitics
Filed . .l 2, 452, 578, 630 | $7,401, 260, 500 { $39, 754, 139, 430
Fully effective. oo 28, 568, 975, 765 | 7,073, 280, 397 35, 643, 256, 162

L Two statemenls which were effective prior to July 1, 1945, were withdrawn during the fiscal year ended
June 30, 1846, .

Nores.—There were alsn filed and examined during the past fiscal year 2,807 amendments to registration
statements, of which amendments 1,342 were classified as material amendments filed before the effective
date of the Tegistration statements concerned, 523 as material amendments filed after such effective date,
and 942 purely forma) amendments filed for the purpase of delaying the statutory offective date of the regis-
tration statements, .

In sddition, 1,318 scts of supglementa[ prospectus material, not classified as smepdments to registration
statements, were Aled during the year to comply with Rule 800 (b) or Section 16 (b) (1} of the Act, or for
the gurpose of showing material changes ooclrring after the commenccwment of the offering,

There were &lso reecived during the year 43¢ annoal and 260 quarterly reperts filed by certain registraats
pursusnt to Section 15 {6) of the Securities Exchunge Act of 1934. Companies registered as investment com-
panies wader the Investment Company Act of 1940 accounted for §2 of these annual reports and all of these
quarterly reports. \

Tt may be helpful to call attention to the striking increase in volume
of registration statements which the Commission’s depleted war-
time and post-war staff must currently process. To that end there is
recapitulated below the number of vegistration statements originally
filed in each fiscal year or other convenient period since the passage of
the Act,-along with the corregponding dollar value of sécurities covered
thereby.

Comparalive number of registration statoments filed, and corresponding value of

sccwrities involved, for speeified periods shice enactment of the Securities Act
of 1938 .

Apgregate dol-

. Number of
Period lar value of
statements spourities
July 1, 1933-August 31, 1834 (14 months, under Federal Trade Commission) .. 1,093 | §1, 351, 882,278

September 1, 1934-June 30, 1935 (Furst 10 months under Securities and Ex-

change Commission} 449 1, 531,004,120

Fiscal
1935 el 4, 793, 558, 010
937, . B67 5,377, 160, 848
1938 - 459 2,375,437, 634
1939 375 2,723,010, 963
1940 . 338 1,956, 841, 248
1941, 337 3,412,087, 877
1942 - 235 1, 825, 433, 469
1943, : 150 959, 326, 793
1944 - 245 1,774,316, 982
1045 400 4,182,726, 108
1848 752 7,401, 260, 809

These progressive annual increases in the number of registration
statements filed in each of the past three fiscal years, compared to the
next preceding year, measuve 63 percent in 1944, 80 percent in 1945,
and 88 percent in 1946, At the same time, the value of securities
covered by the statéments was also increasing by the staggering
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amounts of 85 percent, 141 percent, and 77 pevcent, respectively. As
indicated above, the number of these statements filed during the 1946
fiscal year was the greatest since 1937, while the dollar amount of se-
curities involved reached by far the greatest total for any one of the
13 years that the Securities Act of 1933 has been in effect, exceeding
by 38 percent the previous high in 1937.

EXEMPTION FROM REGISTRATION UNDER THE SECURITIES
ACT OF 1933

Section 3 (b) of the Act empowers the Commission, by Rule and
Regulation, subject to such terms and conditions as it might preseribe,
to exempt from registration issues of securities where the aggregate of-
fering price to the public of such securitics does not exceed $300,000."
The law permite the Commission to provide exemptions only when it
deems that enforcement of the Aect is not necessary in the public interest.
and for {he pratection of investors by reason of the small amount in-
volved or the limited character of the public offering.

Under this Section, the Commission has adopted Regulation A, a
ceneral exemption for small issues; Regulation A-R, a special exemp-
tion for notes and bonds secured by first liens on family dwellings;*
Regulation A-M, a special exemption for assessable shares of stock for
mining companies; Regulation B, an exemption for fractional undi-
vided interests in 01l or gas rights; and Regulation B-T, an exemption
for interests in oil royalty trusts or similar types of trusts or unin-
eorporated associations.

The availability of an exemption under any of these Regulations
daes not include any exemption from civil labilities under Section 12
ot from criminal liabilities for {fraud under Section 17. In order to
ensure the proper enforcement of these Sections, the conditions for the
availability of the exemptions provided by these Regulations, with the
exception of Regulation A-R, include the requirements that certain
minimum information be filed with the Commission and that diselosure
of certain information be made in sales literature.

Exempt Offerings Under Regulation A

Last year a marked increase occurred in the number and dollar
amount involved in public offerings under the general exemption pro-
vided by Regulation A. For example, the number of letters of notifi-
eation received and examined pursuani to Regulation A more than
floubled from the 578 of the preceding year and reached a total for
the 1946 fiscal year of 1,348. At the same time a much more striking
increase occurred in the aggregate offering price of the securities
involved, which jumped from $38,848,803 in 1945 to $181,600,155
during the past year. It seems reasonable to attribute a very large
part of this increase to the raising of the maximum limitation for a
permissible exempt offering to $300,000, Included in these offerings
were 69 letters of notification, with an aggregate offering price of

2 The umximun'l amount wag originally $100,000. Six weeks before the beginning of the
1946 fiscal year Corngress amenided this Section to raise the piaximum amenm of S300,000,
The Commissionn promptly amended jts Regulation A, effective May 22, 1045, to provide
certain exemptions for issues up to $300,000,

U Inasmuch ns no reports or filings are required under this rogulation, no statistical data
as to its application and use arve available.

PauL GoNSON
SECURITIES AND ENCHANGE COMMN
WASHINGTON, DC 90549
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$5,158,533, relating Lo oil and gas leases and securities of companies
engaged in various phases of the oil and gas business. \

This number of filings has placed an unprecedented load on' the
staflf of experts maintained by the Commission to examine such filings.
Tnder Regulation A, letters of notification must be filed at least 5 days
prior to the first day when the securities are to be offered for sale,
in order to permit the Commission’s staff to examine the material and
to check its files for other pertinent inforniation about the company
and persons involved. In addition, sales literature must similarly be
filed. before its use. Such filings must be made in the appropriate

- regional oflice, which examines the material,, primarily to determine
whether any violations of the antifrand provisions of the Act are
indicated and to ascertain that proper ecompliance has been made
with the Rules applicable to the exemption claimed. If any de-
ficiencies are .discovered in the filing, the offeror of the securities is
informed, hy letter or telephone, in order to prevent any violation of
the Act or the provigions of the Hegulation. -

In addition to the initial examination by the regional oflice, the
material filed is reviewed by a staff of experts at the Commission’s
central office. Such review involves a search for pertinent informa-
tion in the Commission’s extensive files and an examination to deter-
mine whether the exemption of the Regulation is applicable in the
particular case and whether the information filed discloses any viola-
tioens of any of the Acts administered by the Commission. The results
of this review are made available promptly to the regional office
involved. During the 1946 fiscal year 1603 such reviews were seilt to
regional offices. -

As a further step in the wdministration of Regulation A, the staff
at, the centaul office of the Commission informs the proper authorities
m the States m which the seduvities are to be offered of the fact that
the offering is to be made, and gives such authorities certain pertinent
data. A weekly report of letters of notification filed under this Regu-
lation is compiled and mailed to interested persons, ineluding the
proper authorvities in all the States and the regional offices ol the
Commission. This report includes information as to the name of the
issuner of the séeurities; the offeror; the principal underwriter; the
date the letter of notification was filed ; the dollar amount of the offer-
ing and the nwmber of shares being offered ; the type of security being
offered ; and the States in which the offering is to be made.

Exempt Offerings Under Regulation A-M

The Commission received and examined during the year a total of
five prospectuses covering an aggregate offering price of $154,380 for
assessable shares of stock of mining corporations conditionally exempt
from registration pursnant to Rule 240 of Regulation A-M.

Exempt Offerings Under Regulation B

Pursuant to Regulation B, which provides for the conditional exemp-
tion from registration of fractional undivided inferests in oil or gas
rights where the aggregate offering price does not exceed $100,000, the
Commission Jast year received and examined 173 offering sheets, and
214 amendments to such offering shéets, with respect to which the
following actions were taken:
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Variong Actiong on Filings Under Regulation B

»

Temporary suspension orders {Rule 840 () G3
Orders terminating proeceedings alter amendment oo 49
Orders consenting to withdrawal of offering sheet and terminatiog proceeding- 11
Orders terminating effectiveness of offering sheet {no proceeding pending) . 20
Orders consenting to amendment of offering sheet (no proceeding pending) .- T4
Orders consenting to withdrawal of offering sheet (no proceeding pending}__- 7

Toinl Ovders. . e e 224

Conlidentiul Writlen Reports of Sales Under Regulation B

The Commission also.received and examined during the year 2,693
confidential written reports required pursuant to Rules 320 (e) and
322 (c) aud (d) of Regulation B concerning sales made by broker-
dealers or offerors to investors aud by dealers io other dealers. 'Thjs
total consisted of 2,409 reports on Form 1-G and 282 on Form 2-G,
representing sales in the aggregate of $1,001,981 and $582,634, respec-
tively. Ifexamination of these reports indicates that a violation of the
law miay have occurred, the Commission makes appropriate investign-
tions and, In instances where the facts are deemed to warrant it, appro-
priate action is talken. -
0Oil and Gas Investigations

Among rlmlinvestigations conducted by the Commission dnring ihe
fiseal.vear to determine whether certain transactions had been effucted
in violation of Sections 5 (requiring registration) or 17 (prohibiting
fraudulent sales) of the Securities Act of 1933 or Section 15 of the
Securitics Exchange Act of 1934 (regulating the conduct of brokers
and denlers), a total of 147 involved oil and gas investments. Apart
from the 1,500 letters written and 600 personal and telephone confer-
ences held during the year by the staff of the Commission’s central oflice
engnged in work involving oil and gas securities, the engineers and
geologists assigned to that specinlized stafl prepaved 91 technical
memioranda or valuation estimates, and also conducted scores of con-
forences in the oil and aas produecing regions and other’ locations in the
field, us o part of the Commission’s oil and gas investigation activity.
Eight of these investigations were closed during the year so that 159
were pending ad the end of the year. A summary of these investign-
tions 1s tabnlated below: '

,
0il and gas investigalions

Prelimi- Y1
P nary Informal { Formal Total

Pending at June 30, 48 . i aaaos 2% ] 2% 120
Opened July 1, 1845 to June 30, 1946:

N W CASES. o\ e mmmmmmmar o mmreaammena T 20 |t 27

Prausiorred rom preliminary orinformal ... ... ] - 3 1] 9

Total number of cages ta e acvounted for. ... 1 &7 B 156

[0 1T ey ' ; &

Transferred {e informa ; 3

Transferred to formal. e _ ] 0

Ponding at June 30, 1946 5 & k i 130

As an illustration of the results nchieved in certain of these investi-
gations, it may be noted that the persons concerned in four cases were



10 SECURITIES AND EXCHANGE COMMISSION

enjoined from violating the registration or fraud provisions of the
Securities Act of 1933; in three other cases the facts developed by
the Commission were referred to theé Department of Justice for crimi-
nal prosecution; and indictments were returned in two additional
cases. Moreover, convictions were obtained in three additional cases
which led to the following sentences: (1) George A. King and Erling
L. Wernes, imprisonment of 30 months and 1 year and 1 day, respec-
tively; (2) Frank V. Raymond, imprisonment, for 1 year and 1 day
and fine of $10,000; and (3) C. Milton Smith, imprisonment for 6
months and suspended execution of an additional 2-year sentence
during which e is to be on probation.

New Rule Adopiled Under the Securities Act of 1933

“The only additional Rule promulgated under the Securities Act of
1933 during the 1946 fiscal year was the one adopting the 40-hour
workweek recommended for Federal agencies by the President.

DISCLOSURES RESULTING FROM EXAMINATION OF REGISTRATION
' STATEMENTS ’

The staff of the Commission makes prompt anil intensive study of
registration statements in order, by conference, to procure necessary
amendments in advance of effectiveness of such statements. Because
of the extent of this work the Commission has not needed to resort,
in recent, years, to the stop-order proceeding. Several typical examples
of inadequacies found In registration statements and of eorrective
steps taken will be found in the following brief case histories,

Inside Dealings With Affiliated Companies g

A registrant disclosed that it had entered into an arrangement
whereby all of its goods were sold through two afliliated companies—
a general sales company which was owned and contrelled by oflicers
of the registrant and a specialty sales company which was owned and
controlled by the wives of such officers. The terms of the contracts
were such as to assure the selling companies a-profit. Upon the
Commission’s insistence that, in n.cfdition, proper disclosure be made
of the advantages secured by the officers and their wives at the expense
of the registrant through these contracts, all such contracts were
canceled and all profits which had accrued to the sélling companies
were restored to the registrant.

Effect of Issuance of Warrants

In order to apprise any prospective investor of the unfavorable ef-
fect upon any investment he might make, as a result of the distribution
of warrants issued to the underwriters and promoters evidencing the
right to subseribe to 60,000 shares of stock, the Commission requested
and obtained the following disclosure in a registration statement:

For the life-of the Warrants the Underwriters, and the Promoters, g0 long as
any of them own any of the Warrants issued to them, will have at no cost, except
as part payment of underwriting commissions and personal service contraets,
the opportunity to profit at the expense of other stockbolders from any rise in
the market for the Common Stock of the Company above the prices at which such
Warrants may be exercised; the Company presently has no need for additional
working eapital in excess of the amount to he realized from the sale of the Stock
offered hereby; such Warrants were issued at the request of the Underwriters
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in connection with the underwriting and at the request of the Promoters in
consideration of their enfering into employment coutracts with the Company
described herein: at any time when a substantial amoeunt of the Warrants may
‘ he outstanding, the Company may be deprived of favorable opportunities to pro-
cure additiopal equity capital through the sale of Common Stock if it shounld
_ be needed for the purposes of the busipess; at any time when the holders of war-

rants might be expected to exercise them. the Company miglht be able to obtain
equity capital if it peeded capital then, by public sale of a new offering of Com-
mon Stoek on terms more favorable.than thoge provided for by the Warrants.
Any price paid to an Underwriter for a Warrant or any price paid to an Under-
writer for o sharve of Common Stoek in excess of the Warrant exercise price
may be deemed to be an nnderwriting discount or commisgion. .

A)
Previous Violations of the Securities Act

" Pursuant to an investigation by the Commission, 1t was ascertained
that a company currently filing a registration statement had previously
sold $430,000 of stock in violation of the Securities Act of 1933. Dis-
closure of this violation, together with the rights of purchasers to
rescind such purchases or to sue for damages, was required in the
registration statement the company filed under the Securities Act. As
a consequence of this required disclosure, stockholders forced the com-
pany to repurchase securities representing an aggregate price of
$102,000 plus interest.

Investnient Position of Public Contrasted With That of Promoters

In order to disclose in smmmary fashion certain essential features
of a particular offering, the stafi of the Commission requested the
placing of an introductory paragraph at the beginning ot the pros-
pectus disclosing that, upon completion of the financing, the public
would have paid $1,852,500, or $19.50 per share, for a 23.2 percent
interest in the company whereas three promoters would have paid
25,000, or 8 cents per share, for a 76.8 percent interest in the company.
It was further disclosed in this introductory paragraph that in the
last 3 years the company had earned the following per share: 6 cents
(loss), 21 cents and 35 cents and that the book value of the shares
to be offered at $19.50 would, after the receipts of the proceeds by the
company, amount to $1.09 per share. . .

Position of Investor in Foreign Corporation

The Commission required a Mexican corporation to disclose in a
prominent place in the prospectus that (1) the articles of incorpora-
tion of the company provided, as required by Mexican law, that every
person other than a Mexican who acquires an interest or shave in a
company shall be deemed to be a Mexican with respect to such interest
or participation and agrees not to invoke the protection of his govern-
ment under penalty of forfeiting such interest or share te-the Mexican
government in case of breach of snch agreement; and (2) the com-
pany knows of no provision of law.in the United States which by its
terms subjects the company, a Mexican corporation, and its non-
vesident directors and officers and the nonresident experts named in
the prospectus, to the jurisdiction of the courts in the United States; -
and (3) the enforcement in the United States by investors of claims
under the Securities Act of 1933 against the company and such direc-
tors, officers, and experts as are not residents of the United States
may therefore be difficult or perhaps impossible.
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Signifieance of Contingent Liabilny -~ ,

A company which was manufacturing its prineipal product with-
out having first obtained a Heense from the owner of the patent cover-'
ing a hasic device embodied therein disclosed the fact that it had not
secured such license but failed to disclose the possible disastrous results
which would follow from institution of suit by the patent holder. By
amendment required to the registration statement, the company, whose
total capital, reserves, and snrplus aggregated less than $2,000,000,
_ disclosed that while it was unable to state exactly the amount of its

liability for such damages, it estimated that its liability for infringe-
ment to date would amount to approximately $232,000; and that,
moreover, any judgment upholding the validity of the patent would
unquestionably result in an injunction against the continued use of
the device by the company, thus requiring modification and possibly
abandonment of further manufacture of the product in question,

. |

Losscs During Reconversion Period

A company whose peacetime business consists of the manufacture of
sersonal type airplanes reported earnings of $52,000 for the year 1945,

pon inquiry by the Commission as to the costs of reconverting and
entering into peacetime business, the statement of earning for 1945 was
revised to show that although the company earned approximately
$600,000 in the first 8 months of 1945 from war business, it had lost
approximately $550,000 in the last 4 months of 1945 while it was con-
verting to peacetime operations. It was further disclosed that losses
were continuing in 1946, -

Misleading Tille of Sceurity Revised

A Tegistrant proposed to describe the securities to be offered as
“second mortgnge 4 percent noncumulative income bonds.” This
title was considered by the Commission to be misleading, for the rea-
son that the obligor actually promised Lo pay only 2 percent per
annum, and would pay an additional 2 percent anly in the sole discre-
tion of its Board of Divectors. In addition, a1l “income,” as that term
is generally understood, was not available for payment of the original
2 percent of interest, for the reason that the indenture provided for
the deduction of a fund for capital improvements in arriving at the
amount, available for interest. The title of the securities was accord-
ingly changed, as disclosed in an amendment to the registration state-
ment, to read “second mortgage noncumulative contingent interest
honds,” and this title was further qualified at. the same time by placing
a summary of the interest provisions on the fucing page of the
prospectus. :

Stock Watering

The “watering of stock” in its original sense is almost a forgotten
term. However, the issuance of stock at prices which- bear*little or
- no relationship to the issuer’s book values and earning power accom-
plishes the same purpose. A case in point is a New York corporation
which filed a registration statement covering 450,000 shares of com-
mon stock and 120,000 stock purchase warrants. This company had
100,000 shares of common stock, 10 cent par value, outstanding, which

,
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were recapitalized immediately prior to the filing of the registration
statement into 900,000 shares of common stock, 10 cent par value, the
new authorized capitalization being 1,500,000 shares. The offering
to the public of 450,000 shares of common stock was made at a price
of $6 per share, or an aggregate offering price of $2,700,000. In this
connection it is interesting to note that although the shares were to
be sold to the public at $6 per share, & few months prior to the offering
one of the organizers and principal stockholders sold the equivalent
of 207,000 of the recapitalized shaves at an average price of approxi-
mately 30 cents per share to a company identified with the vegistrant
at the time of the offering. The aggregate hook value of the com-
pany’s outstanding stock prior to the public offering was approxi-
mately $263,000. - Based on’the price at which the public was asked
to purchase, i. e., at 6 per share, the 900,000 outstanding shares owned
by the insiders would have an aggregate value of $5,400,000, an
amount exceeding the aggregate book value by approximately
$5,117,000. " Thus it will be seen that on a liquidating basis some
$1.700,000 of the $2.700,000 contributed by the public as a result of the
offering at $6 per share would go toward swelling the book value of
the outstanding stock held by insiders from about 31 cents to $2.21
per share, ,

It should also be noted that the offering at $6 per sharve was accom-
plished without even the support of past earning power. For each
of the 3 years prior to the public offering the company’s earnings,
based on its capitalization of 900,000 shares, were from a very small
fraction of 1 cent per sharve to 214 cents per share. The company
recognized that to realize a normal return on its capitalization after
the public offering, its sales would have to increase from the maximum
of 2,600,000 achieved in 1945 (o in excess of $16,000,000, and that
such sales were not o reasonable expectancy in the near future.

In the registration statement as orviginally filed, the above facts
were cither obscured or omitted. Informatiom regarding other cir-
cumstances, sneh as the company’s dependence on substantial borrowed:
capital, thé issuance of warrants to underwriters and insiders, the
existence of competition with larger organizations having much
greater resources, the company’s reliance upon vented rather than
owned facilities, and its performance of only limited functions (since
the products were to be obtained frem ountside sources and distributed
throngh independent distributors), was also omitted or not adequately
presented. Only after several amendments did the prospectus achieve
c¢lear and adequate disclosure. : :

INJUNCTION ACTIONS INSTITUTED UNDER THE SECURITIES
ACT OF 1933 !

The Commission’s enforcement activity under the Securities Act
of 1933 is concerned generally with the prevention of frand in the
sale of securities and obtaining compliance with the full disclosure
requivements of the registration process. Data with respect to civil
cases and appellate proceedings instituted under that Act, including
a brief discussion of all civil proceedings commenced or pending dur-
ing the past fiscal year and their status at the close of the year, are |
included in Appendix Tables 24, 26, and 29. :
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Section 5 of the act requires registration where securities are offered -
to the public’* Section 17 (a) makes unlawful the use of any mis-
representations or fraudulent schemes in the sale of securities. A sub-
stantial part of the Commission’s litigation activities involves
injunctive actions to restrain violation of these Sections. For example,
in 8. E. C.v. John Wight, Mondokota Development Company, et al.,”
8. E. (. v. Chemical Research Foundation, Ine. and Robert . Carroll,®
and 8. B. C. v. James F. Morrissey, * the Commission obtained final
- judgments enjoining the defendants from violating the registration
and fraud provisions.

In S. 0. €. v. Great Western Gold & Silver Mines Corpovation,
Walter H. Moove, et al.,” and \S. E. C. v. A. E. Blakesley, ¢f ono.®
the Commission obtained final judgments enjoining the defendants
from making false and misleading statements regarding the content
and value of ore in the mining properties and the use of the proceeds
received in the sale of stock.

In 8. E. ¢.v. Glande D. Adams, et al. ) S. E. C. v, A. D). Beck®
8. E.C.v. PaulJ. Hunt,* and 8. E. €. v. Bob Burch the Commission
obtained final judgments restraining further violations of the registra-
tion provisions of the Securities Act, In 8. E. ¢ v. Milton E. Pulver
the Commission obtained un injunction restraining the defendant
from violating the registration provisions in the sale of pre-organiza-
tion subscriptions and promissory notes.

1 Cartain exemptions nre set forih in Hees, 3 and & of the Aet,

2 . % Disteict Court, Montana, Sept. 20, 1945, }False and misleading stutements regard-
ing the number and productive capacity of Mondakota's gas producing wells, the acreage
under lease and the value of 1ts leases and the asscts and the prices at which stock would be
sold. in the future, -

1|y 8. District Court, Delaware, Sept, 11, 1945, False and migleading statements regard-
ing the company's financial status, value of its securitiex, Its dividend record and the suec-
cesa of its operntions, Following the Commission's investigation, defendants were con-
vieted on July 2, 1945, of viglations of the fraurd section of the Sceurities Act nnd See. 215
of the Federal Criminal Code (mail frand) amd Carrell was senienced to 2 years' imprisen-
ment to be followed by 3 years' probation. “

1 (7, 8, District Court, N, D. (Fort Worth divisien), Texas, Dee, 18, 1945,  Talse and mis-.
leading statements regarding the extent of defendant’s leaseholdings, a “doodle-bug' device
clnimed by defendants to be unerringly eapable of detecting nil in commereial quantities,
and the opinions of an expert concerning the prospects of finding oil.

B 1, 8, District Court, Colorado, Mar. 11, 1946.

6 1J, 8, District Court, N, I., northern division, Illinois, Oct. 23, 1943.

1711, 8, Distriet Court, New Mexico, June 4, 1946.

137, 8, District Court, N. D, Texas, Mar. 14, 1946, .

1. 8. District Court, W. D.. northern division, Washington, Weh, 18, 19446, Ax an off-
shoot of this case, the Commission obtained an order in the same district on Ang. 12, 19486,
adjudging the defendant guilty of criminal conftempt in violating the terms of the judgment.

20 77, 8. District Court, N, I}, Fort Worth division, Texas. Nov. 8, 1945, On Jan. 28, 1544,
the Commission obtained a final judgment in the U. 8. District Court, W, 1}, Louisiana,
against The Bob Burch Company, Inc, and Bob Burch; enjoibing them from vielating the
fraud provisions in the gale of their securities.

2. 8, Distriet Court, W. D, Washington, Nov, 19, 1943,



PART II

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT
OF 1934

The Securities Exchange Act of 1934 is designed to eliminate frand,
manipulation, and other abuses in the trading of securities both on
the organized exchanges and in the over-the-counter markets, which
together constitute the nation’s facilities for trading in securities;
to make available to the public information regarding the condition
of corporations whose securities are listed on any national securities
exchange; and to regulate the use of the Nation’s credit in securities
trading. The authority to issue rules on the use of credit in securitles
transactions is lodged In the Board of Governors of the Federal Re-
serve System, but the administration of these rules and of the other
provisions of the Act is vested in the Commission.

REGULATION OF EXCHANGES AND EXCHANGE TRADING

Registration of Exchanges .

The number of exchanges registered with the Commission. as na-
tional securities exchanges and the number of exchanges exempted
from such registration remained the same during the fiscal year; the
numbers were 19 and 5 respectively. .

Each exchange is required to keep its registration or exemption
statement up to date by filing appropriate amendments or supple-
ments reflecting all changes occurring in its constitution, rules, trad-
ing practices, and organization. A total of 113 such amendments or
supplements were filed by the exchanges during the year, ench of
which was studied and analyzed for its effects upon the public inferest
and its compliance with the relevant regulatory provisions. While
. the nature of the changes reported in this manner varied considerably,
the more important included adoption by New York Stock Exchange
and New York Curb Exchange of rules designed to regulate floor
trading; adoption of a delisting rule by Salt Lake Stock Exchange;
adoption by St. Louis Stock Exchange of rules to permit and regulate
odd-lot trading in unlisted securities and of a rule to permit member
firms to make or participate in secondary offerings of listed securities
oft the exchange; adoption of amendments to rules of Cincinnati
Stock Exchange to permit issuance of Jimited memberships; and
adoption by Los Angeles Stock Exchange and San Francisco Stock
Exchange of rules requiring members and member firms to report
with respect to substantial options relating to securities dealt in on
their respective exchanges.

Value and Yolume of Trading

Trading on registered securities exchanges during the fiseal year
1946 had an aggregate value of $20,377,690,000 as shown in Appendix
Table 7. This figure compares with $15,160,875,000 in the preceding
12 months. Stock trading had a value of $18,934,952,000 in the 1946

15
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period, as against $13,141,773,000 in the 1945 period. The volime of
stock tmdmrr in the ]*HG fiscal vear was 326,777,000 sharés as com-
pared with 505, .133,000 a year earlier.

Exchange Membership

As of the close of the fiscal year, according to Commission records,
9,880 individuals and 1,045 firms (sole proprietorships, partnerships,
and corporations) were full or associate inembers of one or more of
the registered exchanges, excluding the Board of Trade of the City of
Cth"lﬂ"D. Wh]eh 1s primarily a L(Jllll]l()(]ltll“: exchange. "These figures
1eplesent an inerease of 40 individuals and T0 firms over the previous
yeal. | ) -

Disciplinary Actions

In connection with the Commission’s investigatory actw]t]es the
exchanges have been requested to report to the (;ommlssmn all cases
of dlsuplmmy action which they take against their members for
violationz of the Securities Exchange Act of 1 934, uny Rule or Regula-
tion thereundet, or of any L\Lhﬂ,nﬂ'c rule. Dulbing the fiscal year, five
exchanges reported taking such action against a total of 89 members,
member firns, partners or employees of member firms. These Jis.
ciplinary actions included fines ranging from $100 to $5,000 in 17
cases with total fines Imposed agoregating $24,750; n 6-month suspen-
sion from membership in 2 :lnstanBS “the cancelation ov suspen-
sion of registration of 11 registered leplesenta,‘rlves of member firms;
the suspension of 2 ‘apecmhsts, and the warning and reprimunding of
§ individuals and firms. One of the specialists who was suspuulcd
was also fined in connection with the vielation involved.

‘The disciplinary actiong were occasioned by violations of various
exchange rules, principally those regarding minimur rates of com-
mission, margin trading, floor tm(hnw lnndlma of orderg, partner-
ship dgicements, lwlstu el 1eplwent'1tn'ea, ane specindists.  The
two members who were sugpended fromn membership were alleged to
have accepted and execuled n customer’s ovder to buy a sullicient
amount of a designated stock to cause the last transaction thevein
on g given day to be ahove a stated price. It was the conzensus of the
exchange authorities that the execution of this order resulted i an
mmproper increase in the price of the stock involved. '

Special Offering IMans

Rule X-10B-2 permits special offerings of blocks of securities on
national securities exchanges where such offerings arve effected pur-
suant to o plan filed with and declared effective by the Commission.'
No new special offering plan hecame effective dmm(r the year; the
plang of the seven euhanwes mentioned in our Jast aenuil report,
which had previously been deelared effective, remained in effect

! Rule X-10B-2 is in general designed to prevent the stimulation of the exchange market
wilth respect to securities of given issucrs wlile there is pending n distribution of any
securities of sucb-igsuer. In recognition of the Tact that special commissions might boe
paid to brokers ueting for purchasers undsr plans providing for adequate safecuards to
investors and the public the Commission adapted Rule X-10B-2 (MY (1Y, This Rule permits
specinl ecamwissions to be paid to such hrokers pursuand to plans filed with the Commission
and permitied by the Commission to hecomns efective, having due regard to the publie
intorest and the nratection of juvesiars, One of 1he basie regquirements proviged in the Eale
18 that such speeial conmissions can be paid only with respeet to securities aa to which ade-
quate information is available under the varions Acts admnistered he the Commission.



TWELFTH ANNUAL REPORT 17

throughout the year. The San Francisco Stock Exchange was the only
exchange to file an amendment to its plan, such amendment being
declared effective by the Commission on August 17, 1945, This amend-
ment entitles brokers and dealers who had been approved by that
exchange for preferred rates of commission to 25 percent of the special
commission prevailing in special offerings. .

Special offerings on registered exchanges in the 12 months ended
June 30, 1946 accounted for sales of 622,629 shares of stock against
1,115,201 shares in the preceding 12 months. Special commissions
gmounted to approximately $340,000 as compared with $626,000 a
year earlier. Offerings on the New York Stock Exchange accounted
for 586,726 shares of the 622,629 shares total sold in special offerings
on all exchanges having effective plans in the fiscal year 1846, Further
details are given in Appendix Table 6.

Regulation of the Distribution of Publicly Offered Securitics

On April 16, 1946, the Trading and Exchange Division recommended
the adoption of a rule pursuant to Section 15 (¢) (2) of the Sceurities
Exchange Act of 1934 which would curb certain practices of some
underwriters and selling group members with respect to securities
being publicly offered. These persons withhold or divert substantial
portions of their allotted shares from public distribution in the under-
writing and thereafter sell them to the public at prices substantially
above the offering price specified in the prospectus. A study con-
ducted by the Division in connection with the proposed rule had shown
such practices to be widespread and had indicated, moreover, that the
withholding of shaves from distribution frequenily contributed to an
artificial rice in the market price. The propésed rule was circulated
among the trade for comment and snggestions and was under consider-
ation at the end of the year.

REGISTRATION OF SECURITIES ON EXCHANGES

Purpose and Nature of Registration of Seccurities on Exchanges

In orvder to make available currently to investors reliable and com-
prehensive information regarding the affairs of the issners of securities
listed and registered on a national securities exchange, Sections 12 and
13 of the Securities Exchange Act of 1934 provide for the filing with
the Commission and the exchange of an application for registration
auc annual, quarterly, and other periodic reports, containing certain
specified information. Such applications and reports must be filed
on the Forms preseribed by the Commission as appropriate to the
particular type of issuer or security involved, which Forms are de-
signed to disclose pertinent information concerning the issuer, its
capital structure and that of its affiliates; the full terms of its securi-
ties, warrants, rights, and options; the control and management of
its uffairs; the remuneration of its officers and directors; and financial
data, incInding schedules breaking down the more significant accounts
reflected therein.

In general, the Act provides that an application for registration
shall become effective 30 days after the receipt by the Commission of
the exchange's certification of approval thereof, except where the

722108—47——3
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Commission determines that it may become effective within a shorter
period of time. It is unlawful under the statute for any memnber,
broker, or dealer to effect any transaction in any seeurity (other than
an exempted security) on any national securities exchange unless
registration is effective as to the security on such exchange.

Examination of Applications and Reports

All applications and reports filed pursuant to Sections 12 and 13
of the Securities Exchange Act of 1934 are examined by the Commis-
sion to determine whether aceurate and adequate diselosure has been
made of the information required by the Act and the Rules and Regula-
tions thereunder. This examination does not involve an appraisal and
is not concerned with the merits of the vegistrant’s securities. When
the examination discloses that material information has not been
furnished in accordanee with the requirements, or that sound prin-
ciples and procedures have not been followed in the preparation and
presentation of financial statements, the registrant is so advised by
letter, or in conference with its representatives, and nny necessary
correcting amendnients are obtained and examined in the same manner
as the originally filed documents. Where the examination discloses
omissions which are elearly of an immaterial nature, particularly in
connection with periodic reports under Section 18 of the Act, the regis-
trant may merely be notified thereof by means of a letter containing
suggestions which should be followed in the preparation and filing of
future reports, without insistence upon the filing of an amendment
to the particular report in question. ‘

The examination of an application for registration is made as
promptly as possible after it is filed in order that any material defi-
ciencies may be brought to the attention of the registrant and the
exchange before registration hecomes effective in accordance with the
provision of the statute. While the basic period available for this
purpose is 30 days, it was necessary to complete the examination last
year of an increasing proportion of all applications filed within con-
giderably less time, inasmuch as the Commission issued requested
orders accelerating the effective date of registration in a considerable
number of cases. _For example, except for the applications filed with
respect to securities Issued In connection with stock split-ups and
stock dividends and the like—of which there was a phenomenal in-
crease last year accounting for approximately half of all applications
filed and in connection with which a temporary exemption from regis-
tration is generally available—acceleration was requested last year
with respect to approximately 90 percent of the applications for
registration. ‘ ‘ .

Since a registrant’s annual report is required to be filed within 120
days after the close of the fiscal year of the registrant, and because of
the fact that approximately 80 percent of all registrants have fiscal
years corresponding to the calendar year, there is filed with the Com-
' mission a peak load of more than 2,000 annual reports at or about the
end of April each year. Consequently, it is always necessary to spread
the work of examining these anual reports over the ensuing months.
While current reports should be examined during the month in which
they are filed, and such was done prior to the war, there has been such
a phenomenal growth in the volume of work flowing into the Com-
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mission, which has not been coupled with a corresponding increase in
personnel, that there has necessarily arisen in.recent years a growing
backlog of current reports, as well as annual reports, that must be
leld in suspense for appropriate examination. This acute manpower
situation has been aggravated during the past year particularly by the
fact that more than 5,000 current reports were received during the
past fiscal year, nearly double the number of such reports (2,752)
received in the 1945 fiscal year. Further, it is estimated that the num-
ber of such current reports to be received in the current 1947 fiscal
year will increase still further to a total of something like 7,500. The
chief reason for this pronounced increase arises from the adoption on
July 23, 1045, of the Commission’s Rule designated X-13A—6A re-
quiring the filing of quarterly reports by certain companies engaged
in war production. (see discussion appearing at pp. 11-12 of the Com-
mission’s Eleventh Awnual Report), and the adoption in substitution
therefor of a new Rule on March 28, 1946, designated Rule X-13A-6B,
providing for the filing of quarterly reports by certain listed com-
panies. An explanation of this substitute Rule appears below.

New Rules Under the Securities Exchange Act of 1934

Bule X-134-6B—Quarterly veports by certain companies:; The
Commission announced on March 28, 1946, the adoption of a reporting
program providing for the disclosure to investors and the public of
current information as to the volume of business being done by most
issuers having securitics registered on a national securities exchange,
At the same time the Commission announced the recission of Rule
X-13A-6A and paragraph () of Rule X—-13A-6.

Under the provisions of the new rule, designated X-13A~6B, and
the revised Item 11 of Form 8K, most jssuers filing annual reports
pursuant to the requirements of Rule X-13A-1 will be required to file
quarterly reports on Form 8-K, setting forth the dollar amount of
sales or other gross revenues during the fiscul quarter. A report must
be filed not later than 45 days affer the close of each fiscal quarter
beginning after December 31, 1945, or not more than 45 days after
the effective date of the new Rule, whichever date is the later. ~Issuers
previcusly filing reports under Rule X-13A-6A begin immediately
to report under the new Rule so as to provide s continuous series of
reports as to such companies. Insurance companies, investment com-
panies, common carriers, and public-utility companies are exempted
from the requirements of the new Rule due to the nature of their
business and because, in the case of most listed public-utility com-
panies, many Federal and State regulatory agencies to which such -
companies are generally subject presently require the filing of more
extensive information on at least as frequent a basis.

Prior to adoption, comments upon drafts of the proposed new rule
and of the amended Item 11 of Form 8-K were obtained from techni-
cal and professional associations, governmental agencies, national
securities exchanges, individual companies, attorneys, and many other
mterested persons. Effect was given in the new Rules to o number
of the suggestions received. A minority of those commenting on the
proposed Rule, however, expressed varying degrees of doubt as to the
desirability and feasibility of the pro'p()se?i reporting program. For
this reason it was decided to make public the following statement -
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by the Commission outlining briefly the more important objections
raised by those opposed to the program and the reasons for adopting
the new Rule:

Section 13 (a) (2) of the Securities Exchange Aet of 1934 requires every
issuer of a security registered on a national securities exchange to file “such
annual reports, . . . and such guarterly reports, as the Commission may pre-
seribe” Pursuant to this sabsection Rules calling for the filing of annual reports
were adopted shorily after the effective date of the Act.  Rules were later adopted
calling for current reports on Form 5-K whenever any of cetiain speecial events
oceurred quring the year. Since that time the problews invelved in the requiring
of regular guarterly operating reports have been under study from the point
of view of both the usefulness of such reports to investors auod their feasibility
in the light of eontemporary business and necounting practices.

We have now concluded to initiate a regular guarterly reporting program
applicable to most issuers having sveuritics listed vn a national securities ex-
clhange. Under the new rule, a company is required to furuish quarterly infor-
mation as te the sales or other gross revenues derived from its operations.
However, companies which regnlarly publish or distribute to stockholders quar-
terly financinl stateluents or reports containing at least the akove information
may comply with the Rule merely by filing copies of such published reports as
an exhihit to Form 8-K. The information calted for is not required to be certi-
fied by independent publie nceenntants,

As 1 restlt of extended study of the problem and of the comments received
{rom thoge to whem preliminary drafts of the programn were sent, we are of
the opinien that companies should furnisl investors and the public with regular
interim information as to their operations. We are inelined to believe, more-
over, that it would he desirable to obtuin at quarterly intervals a condensed in-
cane statement showing not only gross revenues but alse net income hefore and
after Federal income taxes together with any nonrecurring items of income or
costg and losses of an unusnal size even though ceriain of the items could only
he arrived at hy the use of reasonable estimiates or on the hinsis of certain
assumptions, It appeavs, however, that a substantinl numhber of listed com-
panies do not now have their acecunting and reporting practices so organized
as to be in a position to make the deterwinations necessary to furnish reasou-
ably reliable data of this character on a quarterly basis. Accordingly, we have
determined for the present merely to reguire informatlion as te sales or other
gross revenues. On the ofber hamd, companies enstomarily preparing more
detailed information will be able to sutisfy the requirements of the rvule by fling
copies of their regular quarterly statements or reports,

Objeetion te the program Las heen made on the groand that the required
information a8 to sales or othet gross revenuces may be uninformative or mis-
leading due to the seasonal nature of a business or to unusual events of the
quarter. Somewhat similarly it is claitned that the information called for is
useless since changes in sales volume may not be accompanied by a comparnble
change in gross or net profits, particularly for short periods or duaring periods
when business conditions are unsettled. Although sach difficulties elearly exist
in varyving degrees depending upon the type of company, we feel, to the eontrary,
that reports of sales volume when inken in conjunction with other known in-
formation as to the business avd as to business generally will be of substantial
usefulness, Ampmong other things, for exnwmple, the information being required
should at the present time provide an index . of the extent te which a company
has heen nble {0 reenter civilinn markets or to maintain in the postwar period
its wartime volume of civilian bnsiness. If is also our view that such in-
formation will aid in the formation and exercise of an informed investment
Jjudgment based on other available information as to the general nature of the
operations of the company, its plans and prospects for the future, its position
with respect to other compnnies in the same industry, and many other factors
which affect the financinl suceess of a business. i

Where in & particular cnse an issuer feels that its report as to sales nor other
gross revenues may not be representative beecause of the seasonal nature of
the business or for other reasons, there are, of conrse. o number of possible
procedures that may be ulilized. In the ease of a seasonal business, ap appro-
priate statement of the nature of the business could be given. In addition, it
would be appropriate and desirable to furnish along with the report for the
particular guarter comparable figures for the same quarter of the previous year
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or for the 12 months period ending with the current quarter. Likew.lse, if in
a particular ease it is felt that sales or other gross revenues standing alone
are inadequate becanse not indicative of the trend in gross or net profits, the
report could ineclude an appropriate explanation of the gpeeinl circumstances, or
there could be substituted a more complete though still condensed form of
ineome statement such as i5 now regularly being published or sent fo stock-
holders by many issuers,

The other principal objection was that the program imposed an unreasconable
burden on reporting companies, As to the very large numbers of issuerg now
regularly issuing quarterly statements, we do not believe that the furnishing
of the required information, either directly or by means of copies of the regular
reports, involves any substaatial burden. As to other companies, we feel that
aoy added burden involved in eompiling the necessaty information as to sales
or other gross revenues is more than cutweighed by the benefit to investors and
the public of interim data as to a Hsted company’s operations. Finally, if under
the circumstances of an nnusual case it is impracticable to furnish the necessary
informntion within the prescribed time, or if the required information is neither
known nor available to the issucr, attention is directed to paragraphs 6 and 7
of the general instructions io Form 2K which provide for speeial procedures
in such cases.

It may be noted that shortly after the close of the fiscal year, on
July 12, 1946, Rule X-13A-6B was amended so as to exempt from the
Rule in addition companies primarily engaged in the production of
raw cane sugar or other seasonal single-crop agricultural commodity
since such producers will ordinarily have no sales in two or more of
their fiscal quarters. The staff has, however, been directed to study
the possibility of requiring such companies to furnish at appropriate
intervals other sighificant information as to the progress of the opera-
tions of such companies.

Rule X-12A-1, Temporary Exempition From Section 12 (a) of Cerlain Securi-
ties of Banks

The Commission announced on December 5, 1945, an amendment to
Rule X-128A-1. The previous Rule temporarily exempted from regis-
tration under the Act securities of banks as to which temporary regis-
tration expired on June 30, 1935, secarities issued in exchange for or
resulting from a modifization of any securities of banks exempted
from registration by the Rule, and common stock issued as a stock
dividend on stock of the sume class exempted from registration by
the Rule. The amendment enlarges the third category of exempt se-
curities by providing that any additional shares of edmmon stock
(whether issued as a stock dividend or otherwise) shall be exempt
under the Rule if the issuer has common stock of the same class so
exempted from registration. The amendment nlso removes from the
Rule any reference to securities of bank holding companies since the
exemption of such securities under the Rule has expired.

Amendment to Forms 10-K and 1-MD

The Commission on May 22, 1946, amended annual report Forms
10-K and 1-MD so as to secure a current restatement of the general
character of the business in which registrants and their subsidiaries
are engaged. This restatement was rendeved desirable hecause of the
major changes in many businesses as a consequence of war nctivities
or occurring in the process of reconversion.to peacefime activities.
Moreover, In many cases changes not individually significant have
occurred over g period of years the cumulative effect of which had
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been a substantial change in the general character of the business of a
registrant and its subsidiaries or in one or more of the major lines of
the business. The amendment requires the restatement only for the
fiscal year ending on or after December 31, 1945. Where registrants
had alrveady filed their reports or are about to do so, extensions of time
for furnishing the additional information may be applied for.

Amendment to Forms 12-K and 12A-K

The Commission announced on February 19, 1946 (Securities Ex-
change Act Release No. 3787), the adoption of minor amendments to
its annual report Forms 12-X and 12A-K (prescribed for companies
required to file annual reports with the Interstate Commerce Com-
mission or the Federal Communications Commission}. The purpose
of these changes was to revise the selected schedules so as to conform
to certain changes made in Form A of the Interstate Commerce Com-
mission for the year ended December 31, 1945.

Proceedings Under Section 19 {a) (2)

Section 19 (a) (2) of the Securities Exchange Act of 1934 authorizes
the Commission, after appropriate notice and opportunity for hearing,
to deny, suspend the eggctive date of, suspend for a period not ex-
ceeding 12 months, or to withdraw the registration of a security if
the Commission finds that the issuer of such security has failed to
comply with any provision of the Act or the rules and regulations
thereunder, : .

Two proceedings under this Section were pending at the beginning
of the year. During the year two additional proceedings were in-
stituted, one for alleged inaceuracies in annual veports of the issuer,
and the other for failure to file the required annual reports. The
registration of the securities of one issuer was ordered withdrawn
during the year for failure to file the required annual reports. At
the end of the fiscal year, two proceedings were still pending.

Temporary Suspensions of Securities From Trading Pursuant to Section 19
(a) {4) and Rule X-15C2-2

Section 19 (a) (4) authorizes the Commission summarily to sus-
pend trading in any registered security on any national securities
exchange for a period not exceeding 10 days where the public interest .
'so requires, Where.the reason for a suspension under Section 19 (a)
(4) 1s to prevent fraudulent, deceptive, or manipulative acts or prac-
tices, Rule X-15C2-2 concurrently prohibits over-the-counter trading
by brokers and dealers. During the year two securities were sus-
pended from trading on exchanges pursuant to these provisions.

In the first case, the common stock, $1 par value, of Red Bank
Qil Co. was suspended from trading on the New York Curb Exchange.
That security was then the subject of stop-order proceedings under
the Securities Act of 1933 and delisting proceedings under Section
19 (a) (2) of the Securities Exchange Act of 1934. The suspension
was occasioned by the uncovering of information which raised a serious:
question relating to the independence of the accountants who had pre-
pared financial statements previously filed with the Commission by
the issuer. After the security had been suspended for several 10-day
periods, the Commission found that the financial statements had

i ' oo
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not, in fact, been properly prepared and, pursuant to its powers
under Section 19 (a) (2) of g]le Securities Exchange Act, suspended
the security from trading on the New York Curb Exchange for a
period not to exceed 12 months pending final disposition of other
matters at issue in the proceedings,?

The second suspension under Section 19 (a) (4) involved the
common stock, $1 par value, of Interstate Home Equipment Co., a
company which was in an advanced stage of liquidation. A suspen-
sion of trading on the New York Curb Eschange and the Chieago
Board of Trade was ordered when it appeared that a sudden spurt in
the market price of the security had carried the price far above the
maxinum amount which the stocklholders could expect to receive upon
completion of -the liquidation. The suspension was continued in
effect by further orders until current financial statements, which had
been in preparation, were released to the public, and was then lifted.
Thereafter the exchanges upon which the security had been traded
elected to suspend trading on their own floors and they subsequently
removed the sceurity from listing altogether. With the lifting of
the Commission’s suspension, however, trading became permissible
aver the counter.? _ .

Statisties of Securities Registered on Exchanges

At the close of the fiscal year, 2,188 issuers had 3,585 security issues’
listed and registered on national securities exchanges. These securi-
tics consisted of 2,352 stock issues aggregating 2,440,707,313 shares, and
1,033 bond issues aggregating $17,300,893,052 principal amount,

During the year the following applications and reports were filed in
connection with the listing and registration of securities on exchanges:

Applications for registration of secutities. 668
Applications for “when-tssued” trading____ ¥
LExemption statements for shori-ferm warrants—— .. - 80
Annual FePorts e 2,029
Current reports - O 3, 045
Amendments to applications and annual and current reports - 1, 295

Annual ‘reports of issuers having securities listed only on exempted
exchanges__ . e
Appendix Tables 6 through 17 contain a considerable amount of

detailed statistics conceriing securities registered on exchanges.

SECURITY TRANSACTIONS OF CORPORATE INSIDERS

_ The security ownership reports prescribed in three of the Acts
administered by the Commission have ns their main objective to fur-
nish public security holders with information as to the trading of
insiders in the equity securities of their companies.* The statutory ve-
quirement for the filing of these reports recognizes the fiduciary ca-
puacity of corporate insiders.

These ownership reporting requirements were provided first by

2 The proceedings and the suspension under Section 19 (@) (2) were stiil in effect nt the
elose of the fiseal year, However, the expiration of the summary guspension orders pnder
Section 19 (¢) (4} antomaticaily removed the probibition azainst over-the-counter trading
un(lleé-qll_{{;]le X-1502-8, Red Berk 0il Cn., Securities Exclinnge Aet Heleases, Nos. 3742
an( 70, : ;

3 Futeratate Home Equipment' Cn., Recurities Exchange Aet Relense No, 3766,

4 Civil liability for the return of profits on short-term trading in equity securities is also
provided for. The reporting requirements not only act to deter such trading bhut also aid
in the enforcement of the civll labilities. .
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Section 16 (a) of the Securities Exchange Act of 1934, Under that
Section every person who is an officer, or director or principal stock-
holder (4. e., a person who is, directly or indirvectly, beneficial owner of
more than 10 percent of any class of registeved equity security) of an
issuer which has any class of equity security listed and registered on
a national securities exchange must file with the Commission and the
exchange an initial report disclosing the amount of every class of
equity security of the issuer of which he is directly or indirectly the
beneficial owner, and a report for each month thereafter in which any
purchase, sale, or other change in such ownership occurs.  Under the
corresponding provisions of Section 17 (a) of the Publie Utility Hold-
ing Company Act of 1935, every officer or director of a registered hold-
ing company is under the duty to file with the Commission reports
disclosing his dirvect and indirect heneficial ownership of every class
of security of the registered holding company and its subsidiary
companies, as well as all subsequent changes oceurring therein. Later,
when the Investment Company Act of 1940 was passed, it contained in
Section 30 (f) the requirement that every officer, director, principal
security holder, member of an advisory board, investment adviser and
affiliated person of an investment adviser of a registered closed-end
investment company shall in respect of his transactions in any securi-
ties of such company (other than short-term paper) be subject to the
same duties ancll liabilities as those imposed by Section 16 of the
Securities Exchange Act of 1934. The Commission has adopted ap-
propriate Rules in order to avoid any unnecessary duplication in the
filing of ownership reports which are required by more than one of
these Acts. ‘

Each of these statutes provides that, for the purpose of preventing
the unfair use of Inside information, any profit realized by these
corporate insiders from certain short-term transactions shall be re-
coverable by the issuer or by a sceurity holder in its behalf if it
fails or refuses to bring suit to recover within 60 days nfter request
or fails diligently to prosecute the same thereafter. It is incorrect to
suppose that thesc Iatter provisions have the capacity to prevent
ingider trading. They merely provide that, for the purpose stated,
any profit the insider realizes from a so-called “short-swing” transae-
tion (specifically, any purchase and salec or any sale and purchase
within any period of less than 6 months) in securities of his company,
shall be recoverable by the company. At the same time, it is un-
doubtedly correct to say that the successful operation of these owner-
. ship reporting requirements has appreciably reduced the amount of
such short-term trading by corporate insiders. It might be noted that
since the constitutionality of the profit-recoverability feature of Sec-
tion 16 was determined by the court in Smolowe v. Delendo Corp., 136
F. (2d) 231 (C. C. A. 2,1943), cert. den., 320 U. 8. 751 (1943), certain
other civil actions for the recovery of such insider profits have been
instituted ; ® and it may also be pointed out that in several instances
corporate insiders have informed the Commission that they have
voluntarily paid over to their companies profits realized by them from
such trancactions. :

5 See the section hereln on “The Commission in the Courts,” at p. 103.
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The number of ownership reports filed on the various forms in
accordance with the existing statutory requirements and examined by
the Commission during the past fischl year is set forth below:

Number of ownership reports of officers, directors, principal security holders,
and ecertain other affiliated persons filed and examined during the flscal year
ended June 80, 1346

Deseription of Report ®

Securities Exchange Act of 1934 ; "Total
Original reports—Form 4, 14,321 ; Form §, 835; Form 6, 1,809______ 16, 965
Amended reports—Form 4, 806; Form 4, 25; Form 6, 42 _____ BT

Public Utility Holding Company Act of 1935
Original reports—Form U-17-1, 80; FForm U-17-2, 847 ___________ 127
Amended reports—Form U-17-1, 2; Form U-17-2, 18 . _____________ 20

Investment Company Act of 1940
Original reports—Form N-30F-1, 210; Form N-30F-2, 977 __.______ 1,187
Anended reports—Form N-30F-1, 2; Form N-30F-2, T6___.________ (e

19, 550

£ Faorm 4 is used to report changes in ownership : Ferm 5, to report ownership at the time
any equity securities of an issucr are first listed and reglstered on a national gecuritics
exehange: and Form 6, to Teport ownership of persens who subsequentls hecame efficars,
directors, or prineipal stockholders of such an issuer, under Section ¥6 (2) of the Sccurilics

Yxehaage Act of 1934 | Form U-17-1 is used for initial reports and Form U-17-2 for rn]-r-rig
nf chunges in ownership of gecnrities. under Sertion 17 7a) of the Tublie Utility Holding
Company Act of 1935 ; andd Form N-301-1 iz nsed for initial reports and Form N-30F-2 for .
reports of changes in ownership of seeuritiss under Seetion 30 (£} of the Investment Con-
pany Act of 1940,

The total of 19,550 reports filed during the 1946 fiscal year repre-
sents an increase of 18 percent over the number filed during the
preceding year, and is greater than the total filed in any of the
preceding 7 vears. During the past 12 years 252,261 reports have
been filed by more than- 39,000 persons subject to the ownership report-
ing requirements. Most of these reports were filed without the
necessity of any action by the Commission, and in relatively few
instances has more than a simple reminder to the reporting person
been necessary to secure the filing of the required reports.

The Commission’s staff engaged in the work of examining these
reports for compliance with the statutory requirements has need, as
a practical administrative matter, to examine currently a wide variety
of collateral sources of information available to the Commission,
Among the more important of these sources arve applications for
registration of securities, annual reports, and quarterly and other
current. reports filed by issuers pursuant to the Securities Exchange
Act of 1934 ; registration statements and prospectuses filed by issuers
under the Securities Act of 1933; notifications of registration, regis-
tration statements, and annual supplements filed by registered hold-
ing companies under the Public Utility Holding Company Act of
1935 ; notifieations of rvegistration, registration stutements, annual
reports and quarterly reports filed by registered closed-end invest-
ment companies under the Investment Company Act of 1940; pre-
liminary and definitive proxy soliciting material filed by issuers
under the Securities Exchange Act of 1934, the Public Utility Hold-
ing Company Act of 1835 and the Investment Company Act of 1040
letters received from issuers; and the current publications of certain
daily, weekly, quarterly and other periodic financial news services.
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It is inevitable, in view of the volume of security ownership reports
which are received by the Commission—a volume which pregently:
averages, about 100 reports each work day—that many questions in-
volving the interpretation or application of the repgorting require-
ments to particular situations are presented daily to the Commission’s
stafl, Many such questions relate to indirect beneficial ownership of
securities held by the reporter’s spouse or other member of his intimate
family group, his so-called holding company, or a personal trust in
which he has some interest. But the problems extend also to a great
variety of other phases of the requirements. Consequently, a con-
si,demﬁle portion of the time of the examining section assigned to this
work is spent in rendering informal administrative interpretations of
the applicable statute or rules as they may relate to the particular facts
and cireumstances presented; in answering personal, telephone, and
correspondence requests for advisory assistance as to the simplest
. method of preparing necessary forms; and in explaining the scope

of the items of information contained in the forms. Of the 4,223
outgoing letters which originated last year in the examining section
in charge of these ownership reports, it is estimated that one-half
contained such informal advisory assistance afforded in particular
cases, while during the same period hundreds of telephone and
personal inqguiries seeking such help were also given appropriate
attention.

The security ownership and transaction reports on all Forms are
available for public inspection as soon as they are filed at the head-
guarters oflice of the Commission, and reports on Forms 4, 5 and 6
may likewise be inspected also at the particular exchange with which
an additional copy of each report, relating to the issuer concerned must
be filed. For the purpose of making the information contained in all
reports more readily accessible to interested investors, the Commission
compiles and publishes such information in a monthly Ofticial Sum-
mary of Security Transactions and Holdings which is widely dis-
tributed among individual investors, newspaper correspondents and
press services, and other interesied persons. Copies of these sum-
maries are also available to the public at each regional oflice of the

~Commission and each national securities exchange.

_ SOLICITATION OF PROXIES, CONSENTS, AND AUTHORIZATIONS

Under three of the Acts it administers—Sections 14 (a) of the Se-
curities Exchange Act of 1934, 12 (a) of the Public Utihity Holding
Company Act of 1935 and 20 (a) of the Investment Company Act of

- 1940—the Commission is authorized to prescribe rules and regulations
concerning the solicitation of proxies, consents, and authorizations in
connection with securitied of the companies subject to those Acts.
Pursuant te this authority the Commission has adopted Regulation
X-14, which is designed to protect investors by requiring the dis-
closure of certain information to them and by affording them an op-
portunity for active participation in the affairs of their company.
Essentially, this Regulntion makes unlawful any solicitation of any
proxy, consent or authorization which is false or misleading as to any
material fact or which omits to state any material fact necessary to
make the statements already made not false or misleading, Under
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the Regulation it is necessary, in general, that each person solicited be
furnished such information as will enable him to act intelligently
upon each separate matter in respect of which his vote or consent 1s
sought, The proxy rules set forth in this Regulation also contain pro-
visions which enable security holders who are not allied with the
 management to communicate with other security holders when the
management is soliciting proxies. In the Commission’s view the de-
velopment of these Rules has already contributed distinctly to a re-
vitalization of the democratic process in the conduct of corporate
“affairs.”

Statistically, it may be noted that last year the Commission received
and examined under Regulation X-14 both the preliminary and defini-
tive material required with respect to 1,670 such solicitations as well
as “follow up” material employed in 390 instances.

UNLISTED TRADING PBIVILECES ON EXCHANGES &

Om Registered Exchanges

As of June 80, 1946, 965 stock issues were admitted to unlisted trad-
ing on the registered exchanges. Of these, 569 issucs were fully listed
and registered on exchanges other than those on which unlisted trading
privileges existed and 306 issues had only an unlisted trading status
so far as the registered exchanges are'concerned.® ]

The 396 issues having only an unlisted status aggregated 374,697,021
shares, or about 13.2 percent of the entire 2,832 454,776 shares admitted
to trading on the registered eschanges. 816 of the issues were on
New York Curb Exchange only, 13 were on that exchange and one or
another of the exchanges outside of New York, and 67 were on the
latter exchanges only. 296 of the issues were of domestic corpora-
tions, 70 were of Canadian corporations, and 30 were American de-
positary receipts for shares of foreign issues. Reported trading
volume in the 396 issues for the ecalendar year 1945 was 54,271,815
shares, consisting of 43,191,756 shares traded in domestic issues,
8,083,380 in Canadian issues and 2,996,679 in the American depositary
receipts, and amounting to about 7.1 percent of the total share volume
traded on these exchanges.

As of June 30, 1946, 132 bond issues were admitted to unlisted trad-
ing on the registered exchanges. Of these, 16 issues were fully listed
and registered on exchanges other than those on which unlisted trading
privileges existed and 116 issues had only an unlisted trading status.
The 116 issues aggregated $1,155,904,721 principal amount and were
practically all on New York Curb Exchange. :

The decline in the aggregate of stock and bond issues admitted only
to unlisted trading has continued in accordance with the expectation
of Congress, as mentioned annually in these reports. Most of the net
reduction of 37 stock issues during the past fiscal year was oceasioned
by retirement of preferred stocks and by the listing and registration
of previously unregistered issues or their successors. The net reduc-

T Anr example of one type of regulatory problem presented under the p;oxy rales 13 found
in 8. E. Q. v. Transamericn, discussed berein at p. 106.

& Far comprebensive duta with respect fo the status of issucs on exclhanges, see Appendix

Tables 11 thru 18.
® Of the 396 issues, 9 were also listed upon exempted exchanges.
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‘tion of 33 hond issues followed largely upon the progress made by
utility holding companies in adjusting their capital structures pur-
suant to integration proceedings under the Public Utility Holding
Company Act of 1935.

On Exempted Exchanges

As of June 80, 1946, 42 stock issues and 1 small bond issue were
admitted to unlisted trading on the exempted exchanges. Of the
stocks, 5 issues wera also listed and registered on one or another of
the registered exchanges and 1 issue was adimitted to unlisted trading
on a registerad exchange. The residue consisted of 36 issues aggre-
gating 5,652,140 shares, all but 1 issue among these being on the
Honoluln Stock Exchange, as was the $140,000 bond issue previously
mentioned.

Applications for Unlisted Trading Privileges ™

During the fiscal year applications filed pursnant to Clause (2) of
Section 12 (f) of the Act were granted permitting unlisted trading on
the Boston Stock Exchange with respect to 22 issues; Chicago Stock
Exchange, 18 issues; Cleveland Stock Exchange, § issues; Philadel-
phia Stock Exchange, 15 issues ; Pittshurgh Stock Exchange, 11 issues;
and St. Louis Stock Exchange, 4 issues, All of the applications
granted were for stocks. An application of the Pittsburgh Stock
Exchange with respect to one stock Issue was denied,

Applications filed pursuant to Clause (3) of Section 12 (f) of the
Act were granted during the year to Chicago Stock Exchange and New
York Curb Exchange with respect to common stock of the United
Light and Railways Co., subject to certain terms and conditions."

Changes in Securities Admitted te Unlisted Trading Privileges

Whenever a security admitted to unlisted trading privileges is
changed only with respect to its title, maturity, interest rale, par value,
dividend rate, or amount authorized or outstanding, its privileges are
retained on condition merely that the exchange notitfy the Commis-
slon, pursuant to Rule X-12F-%2 (a), of the change occurring in the
security promptly after learning of it. During the year numerous
such notifications were received from the exchanges.

In the event, however, that changes more comprehensive than thaose
enumerated above are effected in an unlisted security, unlisted trading
privileges in the altered security may be continued only if the Com-
mission finds, upon application by the exchange pursuant to Rule
X-12F-2 (b), that such altered security is substantially equivalent to
the security previously admitted to such privileges. During the year
applications filed pursuant to this Bule were granted with respect to 1
bond issue on New Orleans Stock Exchange, 1 stock issue on Los
Angeles Stock Exchange, 10 stock issues and 1 bond issue on New York
Curb Exchange, and 1 stock issue on San Francisco Stock Exchange.
In addition, New York Curb Exchange was permitted to withdraw

1 Eor a discussion of Bection 12 (£), pursuant to which unlisted trading privileges are

" granted, see Tenth Annual Report, pages 53860,
1 The United Light and Reihways Co., Securities Exchange Act Release No. 3788,
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applications involving 4 stock issues upon being advised by the Com-
mission that the applications would be denied.

DELISTING OF SECURITIES FROM EXCHANGES
Securities Delisted by Application

Section 12(d) of the Act defines the Commission’s powers with re-
spect to applications by an issuer or an exchange to remove securities
from listing and registration on an exchange. It provides that a
security may be withdrawn or stricken from listing and registration
in accordance with the rules of the exchange and upon such terms as
the Commission may deem necessary to impose for the protection of
investors.

Pursuant to this Section and in accordance with the procedure pre-
scribed by Rule X-12D2-1 (b), 3 issues were delisted upon application
of their issuers and 12 issues were delisted upon application of ex-
changes during the fiscal year. In three instances the same issue was
delisted from two exchanges upon their respective applications so
that the total delistings, including this duplication, numbered 18. In
each of these eases the application was granted without the impo-
sition of any terms upon the delisting. Of the three issues delisted
upon application of issucrs, one remained listed and registered on
another exchange, one had become very closely held with only a few
shares in public hands and with no exchange activity in recent years,
and the issuer of one was in course of dissolution. '

During the year the Commission considered the application of
Suburban Electric Securities Company to withdraw its preferred
and common shares from listing and registration on the Boston Stock
Exchange. The application was granted subject (1) to the condi-
tion that the withdrawal should not become effective until after the
applicant had submitted the delisting proposal to its shareholders
and obtained their consent, and (2) to certain other conditions re-
lating to adequacy of disclosure in the event the securities in question
were withdrawn from listing and registration.?®

This was the third oceasion on which the Commission had imposed
material terms upon the granting of a delisting application; the first
two such cases were those of Shawmut Association and The Torring-
ton Company, each of which had applied to withdraw its commen
stock from listing and regisiration on the Boston Steck Exchange.
The terms imposed in these three cases were similar to the extent that
the assent of shareholders to the proposed delisting was required,
although the precise terms of each in this respect differed. In the
Suburban case the terms required that solicitation of shareholders’
assents be made by the applicant within 30 days from the date of
issuance of the Commission order granting the application. More-
over, the order required consent by two-thirds of the company’s com-
ﬂng {{gggrbaﬂ. EBlectric Securilies Company, Securities Exchange Act Relesres Nos. 3822

“}'I‘OF a digseussion of the two previous cases see Eleventh Annual Report, p. 19, During
the fizeal year the Commission dismissed the applieniions of Shawmut Associntion, The

Torringtan Company and Suburban upon belng advised that each had delermined not to
solleit its sharcholders’ consent to the proposcd delisting.
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mon and preferred shareholders and by the holders of two-thirds of
the shaves of each class. Furthermore, the terms in the Suburban
case provided, in the event delisting of the securitics became eflective,
(1) that prior to purchasing any of its shares the applicant should
furnish the seller with a statement stating that the applicant was the
purchaser and setting forth specified information relevant to its secu-
rities, as well as a consolidated balance sheet, itemized surplus state-
ment, and profit and loss statement of the applicant and its subsidiaries
as of a specified date, and (2) that the applicant should mail to the
Commission a copy of the financial statements intended to be fur-
nished to security holders ns mentioned above prior to the use of
such statements and also mail to the Commission a monthly statement
setting forth certain specified information relative to the number of
its own shares that it had purchased. These latter terms were im-
posed in view of the fact that the Comimission found financial state-
ments issued by Suburban to its shareholders in the past had not set
forth the status of the trust clearly or in accordance with sound ac-
counting principles and that Suburban had been engaged in a con-
sistent program of buying in its own shares from public holders while
members of the management, familiar with the company’s affairs
and prospects, retained their shares, in effect using the company to
increase their relative percentages of its outstanding securities.

Securities Delisted hy Certifieation

Under Rule X-12D2-2 (a) an exchange may remove from listing
and registration, upon certification to the Commission, securities
which have been paid at maturity, redeemed or retired in full, or which
have become exchangeable for other securitics. During the year 444
issues of 310 issuers were delisted upon certification by exchanges
under this Rule. Some of these issues were delisted from more than
one exchange; total delistings, including these duplications, number-
ng 510. In many instances successor issues of those delisted under
this Rule were subsequently listed and registered on the exchanges.

Rule X-12D2-1 (d) provides that an-exchange may remove any
security from listing and registration if trading therein has been
terminated pursuant to o rule of the exchange requiring such termina-
tion whenever the security becomes listed and admitted to trading on
another exchange. Pursuant to this Rule, six issues of six issuers
were delisted from New York Curb Exchange when they became listed
and registered on New York Stock Exchange.

Securities Removed From Listing on Exempted Exchanges

The listing of a security upon an exempted exchange may be ter-
minated upon the filing by an exempted exchange of an appropriate
amendment to its application for exemption. Four exempted ex-
changes filed such amendments during the year, terminating the listing
of six issues of five issuers.

SECURITIES EXEMPTED FROM REGISTRATION

Exempted Securities Removed From Exchange Trading

During the year 13 issues of 8 issuers which had been previously
admitted to exchange trading under a temporary exemption from Sec-
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tion 12 (a) of the Act pursuant to Runles X-12A-1, X-12A-2 or
X-12A-3 were removed from such trading by action of the exchanges
involved. The reasons for these removals werc that one issue had
been paid at maturity; two had been ealled for redemptionj two
had had no exchange activity for many years; the three issuers of the
remaining eight issues were involved in reorganizations as a result
of which these issues had either been eliminated or become exchange-
able for other securities which were not admitted to exchange trading.

Temporary Exemption of Substituted ov Additional Securities

In order to provide continuity of exchange trading in cases where
securities previously listed or admitted to unlisted trading privileges
have come to evidence other securities, Rule X-12A-5 aflords to such
securities a temporary eXemption from the registration requirements
of Section 12 (a) of the Act to the extent necessary to render lawful
the effecting of transactions therein on the exchange. - :

Notification of the admission to trading under this Rule with respect
to 144 issues of 127 issuers were received from the various exchanges
during the year. In some instances the same issue was admitted to
trading on more than one exchange, so that the total admissions to
such trading, including these duplications, numbered 181. 'These
figures include many instances in which the Rule was utilized to permit
exchange trading in additional shares of stock resulting from the
numerous stock split-ups and stock dividends which oceurred during
the year.

STABILIZATION AND MANIPULATION
Manipulation

In its administration of the provisions of the Securities Exchange
Act of 1934 relating to the manipulation of securities markets, the
Commission’s policy is to attempt to detect manipulative practices at
their inception, before the public has been harmed. At the same time,
it seeks to avoid interfering with the legitimate functioning of the
securities markets. In brief, the Commission’s investigations in this
area take two forms. The “Aying quiz,” or preliminary investigation,
is designed to detect and discourage incipient manipulation by a
prompt determination of the reason for unnsunl market behavior. If
a legitimate reason for the activity is uncovered, the case is closed. If
more extended investigntion seems required, a formal order is songht of
the Commission under which members of the staff are empowered to
subpena pertinent material and take testimony under oath. These
formal investigations often cover substantial periods of time, and
trading operations involving large quantities of shares ave carefully
serutinized.

The Commission keeps confidential the fact that any security is under
investigation so that the market in the security may not be unduly
affected or reflections be unfairly cast upon individuals or firms whose
activities are being investigated. As a result, the Commission occa-
sionally receives criticism for failing to investigate situations when, in
fact, it is actually engaged in an intensive investigation of those very
matters.
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A tabular summary with respeet to the Commission’s trading in-
vestigation follows:
Trhding investigotions
Formal

Flying investi-
quizzes gations

Pending June 30, 1945_. e ————e 163 28
Initiated July 1, 1945 toJune 80, 146 _______ _____ _ ____ —— 287 1

Total to be accounted for._ —_ - -- 450 39
Changed to formal investigations_ . .. ._______ e 11 —_—
Closed or completed "mmo o __ 194 8

Total disposed of - e 205 8
Pending June 30, 1946__ .________________________________________ 2453 31

1gncluaes reference of cases t¢ the Department of Justice or to a national securities
exchange.

Stabilization

During the fiscal year ended June 50, 1946, the Commission continued
the administration of Rules X-17A-2 and X-9A6-1. Rule X-17A-2
requires the filing of detailed reports of all transactions incident to
offerings in respect of which a registration statement has been filed
" under the Securities Act of 1933 where any stabilizing operation is
undertaken to facilitate the offering. Rule X-9A6-1 governs stabiliz-
ing transactions in securities registered on national securities ex-
changes, effected to facilitate offerings of securities so registered, in
which the offering prices are represented to be “at the market” or at
prices related to market prices. .

Of the total registration statements filed during the 1946 fiscal year,
about two-thirds, or 504, contained a statement of intention to stabilize
to facilitate the offerings covered by such registration statements, Be-
cause of the fact that a registration statement sometimes covers more
than one class of security, there were 660 offerings of sccurities in
respect of which o statement was made, as required by Rule 827 under
the Securities Act, to the effect that a stabilizing operation was con-
templated. Stabilizing operations were actnally conducted to facili-
tate 96 of these offerings. In the case of bonds, public offerings of
$188,195,000 principal amount were stabilized. = Offerings of stock
Issues aggregating 18,797,323 shares und having an aggregate esti-
mated public offering price of $515,548,900 were also stabilized. In
connection with these stabilizing operations, 9,154 stabilizing reports
were filed with the Commission during the fiscal year. Each of these
reports has been analyzed, thereby enabling the staff to determine
whether the stabilizing activities were lawful,

To facilitate compliance with the Commission’s Rules on stabilizing
and to assist issuers and underwriters to avoid violation of the statu-
tory provisions dealing with manipulation and fraud, many confer-
ences were held with the representatives of such issuers and under- -
writers and many written and telephone requests were answered, A
total of 2,118 letters and memoranda of such conferences and telephone
requests and memoranda to the regional offices of the Commission
were written In connection with the administration and enforcement
i}f the stabilization and manipulation statutory provisions and regu-

atlons, . :
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REGULATION OF BROKERS AND DEALERS IN OVER-THE-COUNTER
MARKETS
Registration

Brokers and dealers using the mails, o1 means or instrumentalities
of interstate commeree, to effect transactions in securities on over-the-
counter markets are required by Section 15 (a) of the Securities Ex-
change Act to be vegistered with the Commission pursnant to Section
15 (ﬁ) of that Act. An exemption is, however, granted to those
brokers and dealers whose business is exclusively intrastate or exclu-
sively in exempted securities. The following tabulation reflects cer-
tain data with respect to registration of brokers and dealers during
the fiscal year ended June 30, 1946.

Roegistration of brokers and denlers wnder Scefion 15 (b)Y of the Necuritics
Ezxchunge Act of 1934, fiseal year cnded June 30, 1946

Effective registrations at close of preceding fiseal year.
Effective registrations carried ns inaetive_____________
Registrations placed under snspension during preceding
Applications pending at close of precading fiscal yeur

Applications withdrawn dnring year—_____.
Registrations withdenwn dnring year_.
Registrations canceled during year______
Registrations denied during yeavo oo
Registrations revoked duving year____ . __._
Registrations effective at end of year_________________
Registrations effective at end of year carried as inactive
Applieations pending at end of yeavro_______. . . ___ . ___

Motal o e 4, S04

1 HNepgistrations are carried on innetive status beeause of Inahillty to loente registrants
despite careful inguiry. Thirteen sueh registrations were canceled. withdrawn, or restored
to aclive slatus during the year. .

2 0no registration, under suspension at the close of the 1945 fscal year, was revoked
during the 1946 fiscal year. :

Broker-Dealer Inspections

Broker-dealer inspections, undertaken pursuant to Section 17 of the
Securities Exchange Act for the purpeose of determining whether
registrants are in compliance with the requirements of law, totaled
603 during the 1948 fiscal year. Infraetions, which were discovered
in abont one-third of these inspections, were of varying degrees of
Seriousness,

Seventeen inspcetions revealed unsatisfactory financial conditions
requiring immediate corrective action or continued surveillance. In
154 inspections, the reports revealed transactions at prices at such
variance with prevailing market prices as to raize some question as
to fair treatment of customers. In 108 inspections, the reports con-
tained information indicating noncompliance with the provisions of
Regulation T relating to the extension of credit. - In 36 inspections,
questions were 1aised concerning improper hypothecation and com-
mingling of customers’ securities and use of cnstomers’ fres funds.
In 25 inspections, it was discovered that firms took secret profits in
agency transactions by misrepresenting the prices at which orders had -
been executed. :

T22108—4T—4
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Whenever infractions are discovered, efforts are made to determine
whether they are the result of carelessness or represent a policy of in-
difference or wilfulness on the part of the responsible management.
The Commission has continued its established policy in calling
minor infractions to the attention of the firm at the time of the in-
spection so that corrective measures may be taken immediately. Sub-
sequent check-ups are then made in order to defermine whether the
promised corrections have been effected. In some instances, however,
the infractions are of serious nature, requnlng further mquny or
investigation. During the 1946 fiscal year, 39 inspections resulted in
inquiry or invest1g1t1on bevond the scope of the inspection.

Administrative Proceedings

A summary of the administrative proceedings of the Commission
with respect to brokers and dealers is given below.

Reeord of broker-dealer proceedings and proceedings to suspend or capel from
membership in a national securities usscciation instituted pursuant fo Sections
15(b} und 154 of the Seeurities Exchange Act of 193% .

Proceedings on revocation of registration pending at beginning of fizcal year. 2
Froceedings on revocation of registration and suspension or expulsion from
NASD pending at beginning of fiseal year .o 5
Proceedings ordered during year on revocation of registration .. __ 6
Proceadings ordered during year on revocation of registration and suspension
or expulsion from NASD. oo . —— _— 4
Proceedings ordered during year on denial of registration o ______ 5
Proceedings ordered on guestion of terms and conditions on withdrawal of
registration —_— - e e in 1
23
1

Total...cooeo - e -

Revoeation proccedings and proceedings to expel or suspend from NASD -
dismissed, registration and membership continued
Denial procecdings dismissed on withdrawal of applleation . ___ 2
Registrations denied_ . _______..__ " 1
Registrations revoked 8
1

1

Registrations revoked and firms E\pelled fmm NASD
Firms suspended from membership in NASD ..
Revocation proceedings pending at end of fiseal year . _______.
Revocation proceedings and proceediogs to expel or suspend from NASD

pending at end of fiseal'year—_____________________________________ 4
Denial proceedings pending at end of fiscal year. . e __ 2

* Proceedings pending on question of terms and conditions on withdrawal
of registration .. ______ - - - 1,
Total e e —_——— 23

Among those proceedings resulting In revocation of registration
was the action against Owford Uompany, Ine., of Wash]ngton, D.C
The transactions upon which the Commission made its findings were
between the firm and two of its customers, elderly women to whom
the firm owed fiduciary duties, and involved considerable cross-
trading between their accounts. In transactions with these customer S,
the firm habitually confirmed as principal and at a profit to itself. The
Commission conclnded that the firm, under the duty to act as a broker -
for these two customers, had obtained secret profits in effecting cross
transactions between customer accounts as ‘principal, and had will-
fully violated the antifraud provisicns of Section 17 (a) of the Securi-
ties Act and Sections 10 (b) and 15 (¢) (1) of the Securltles Exchande.
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Act. The Commission emphasized that, under all the circumstances
of the case, the riskless character of the transactions was itself evi-
dence of an agency relationship. The firm had the complete trust and
confidence of the customers; it solicited them to buy specific securities
which it recommended; it knew that these securities were not in in-
ventory and that it would have to go into the market to obtain them
to fill orders; it knew also that it could obtain the securities without
any risk of its own funds. The Commission held that under all of
the circumstances the firm was under the duty to act as agent for the
customer in the absence of explicit and informed consent to the firm’s
acting as principal. ‘

In a case of considerable interest to underwriters and securities
dealers generally, the Commission suspended from membership in the
NASD for a pertod of 10 days, beginning March 16, 1946, the New
York firm of Van Alstyne, Noel & Co. upon a finding that the firm
had willfully violated Section 5 (a) 81) of the Securities Act of 1933.
On December 14, 1945, approximately a month and a haif prior to
the filing of a registration statement, this firm entered into arrange-
ments with Andrew J. Higgins, President of Higgins, Inc., for the
underwriting of 900,000 shares of common stock of Higgins, Ine.
Having completed the formation of a so-called “underwriting group”
consisting of itself and 74 dealers throughout the country, the firm
on or about January 10, 1946, completed the formation of a selling
group consisting of about 160 dealers throughout the country and
_ allotted specific amounts of shares to these latter dealers, who in

turn allotted shares to their customers. A registration statement
covering this issue of securities was finally filed on January 30, 1946,
some 20 days after the formation of the selling group. The Com-
mission found, on these admitted facts, that there had been a sale
of Higeins common stock prior to its eflective registration. In reach-
ing this conclusion, the Commission considered that clause of Section
2 (3) of the Becurities Act which excepts “preliminary negotiations
or agreements between an issuer and any underwriter” from the defi-
nition of “sale.” The firm’s activitics, however, were found to have
exceeded mere negotiations with underwriters and to have involved
sales to members of the selling group and to members of the public.
Commenting on the Congressional Intent to outlaw offers or sales
to selling group members prior to the effective date of the registration
statement, the Commission also pointed out that a prohibition against
making “offers to buy” had been expressly included in the prohibition
of Section & (a) (1) for the specific purpose 6f preventing under-
writers from diseriminating against dealers who did not make offers
to buy between the period of the filing of the registration statement
and its effective date.

* After prolonged proceedings, the Commission on January 22, 1946,
issued its findings and opinion and ordered revocation of the regis- .
tration of Norris & Hirshberg, Inc., of Atlanta, Ga. The Commis- -
sion found that in fixing prices which were unaffceted by the opera-
tion of a free, open arig competitive market without disclosing the
nature of its market, in dealing as a principal with uninformed cus-
tomers and customers who had given it powers of attorney, and in
trading excessively for accounts as to which it had discretionary
powers, this firm ))7;19.(1 engaged in activities which were fraudulent
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and illegal under Section 17 (a) of the Sceurities Act of 1933 and
Sections 10 (b) and 15 (¢) (1) of the Securities Exchange Act of
1934. On April 29, 1946, Norris & Hirshberg, Inc., filed a petition
for review of the Commission’s order in the United States Court of
Appeals for the District of Columbia, and on May 2, 1946, the Court
entered an order by stipulation staying the Commission’s order
pending further order of the Conrt. The Court conditioned its stay
order upon conformance by the firm with its stipulation and agree-
ment with the Commission not to engage during the pendency of the
review in acts or practices violating the above-mentioned provisions
of the statutes.

SUPERVISION OF NASD ACTIVITY

The National Association 6f Securities Denlers, Inc., continued
to be the only national securities association registered as such with
this Commission. During the year ended June 30, 1946, membership
increased from 2,290 to 2,514, a gain of 224 members.

Disciplinary Proceedings

Final action on 12 disciplinary cases against members was reported
to the Commission by the Association in the year ending June 30, 1946.
Of thege 19 cases, complaints were dismisged or withdrawn in 6 in-
stances; in 4 cases violations were found and the members censured;
and in the remaining 9 cases violations were found and the firms in-
volved were fined an aggregate of $3,9490 in amounts ranging in
particular cases from $1,000 to $200. In this last group of cases, col-
Iateral penalties such as censure or an agreement pledging future
observance and complinnce with the rules were sometimes also
Included and, in addition, in & such cases costs, in varying amounts
up to $250, were also imposed on the members found te have violated
Association rules.

During the year the Commission found it appropriate to refer, for
whatever action the association might find advisable, facts con-
cerning the business practices of 11 differenmt member firms. Three
such cases had been pending at the beginning of the year. During
the year, final action by the associalion was reported to the Com-
mission on seven such cases and seven cases were still in process at
the year end.

Commission Review of Disciplinary Action or Denial of Membership

Section 15A (g) of the Securities Exchange Act of 1934 provides
for review by the Commission, on application by an aggrieved party,
of disciplinary action by the Association against any member or of
denial of membership by the Association to any broker or dealer. Four
such cases came before the Commission in the 1946 fiseal year, two of
which were decided during the year and the remaining two were
pending at the year end.

On August 7, 1945, the Commission by order, after hearing and
oral argument, dismissed a review proceeding brought by Thomas
Arthur Stewart,** a member who had been found by the Association to.
have violated its rules of fair practice and had been suspended from

W Thomas Arthur Stewart, Securities Hxchange Act Release No, 3720,
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membership for 1 year. The Commission’s opinion included findings
that Stewart had viclated the Association’s rules of fair practice, and
that his conduct had been inconsistent with just and equitable princi-
ples of trade in that he had recommended {o and executed for certain
customers purchases and redemptions of shares of open-end invesi-
ment companies, timed in relation to dividend dates so as to obtain
multiple dividends, without having reasonable grounds for helieving
his recommendations to be suitable for such customers and without
making adequate disclosure as to (a) the manner of determining the
prices of such shares, (b) the effect of dividends on such prices, and
(¢} the amount of selling charges included in the prices of shares
purchased by the customer. In effect, the dismissal of the review
proceeding affirmed the decision and the penalty imposed by the
Association.

At the end of the fiscal vear another such appeal from Association
disciplinary action was also pending before the Commission.'® There
was also then before the Commission a petition by Foclber-Patterson,
Ine. seeking review by the Commission of action of the Assoelation in
denying membership to the applicant.®®

Commission Action on Pelitions for Approval of or Continuation in Memhbership

Section 15A (D) (4) of the Securities Exchange Act of 1954 and the
bylaws of the Association bar from association membership persons
uncler specific disabilities, including those who have been expelled from
a registered securities association for violnting any rule which prohib-
its conduct inconsistent with just and cquitable principles of trade,
uniess the Commission approves or directs the admission of that person
as appropriate in the publie interest.  In the year here under review,
three cases came before the Coinmission pursuant to this statutory pro-
vision. One of the cazes was decided during the year and two were
pending at the year end.

The Commission on May 28, 1946, after hearing, by order approved
a petition filed by the Association-on behalf of John L. Godley for
approval of his application for membership2™ Godley had been ex-
pelled by the Association in 1942 for violations of its rules of fair
practice which. prohibit conduct inconsistent with just and equitable
principles of trade, and as a consequence, was inelegible for member-
ship unless the Commission approved or dirvected his membership as
appropriate in the public interest. The matter came before the Com-
mission after the district committee of originial jurisdiction and the

B On July 12, 1948, the Commission issued a memorandum opinion and order identifying
this case. Without considering or deciding any of the substantive questions raised in the
application for review, the Commission denied the motion of the applicant, Herrick, Waddell
& Co., Ine., to open the record to admit evidence of business pructices adopted ufter the com-
pletion of transactions forming the basis of disclplinary action, helding that such evidence
wis not relevant (o shaw whother any transactiong hal been in vinlation of the Associatinns
rulex. See Netional Associetion of Sceurities Dealers, Ine., District Buginess Conduet Com-
mittee, No. 11, v. Hevriek, Waddell & Co.. Inc., Securities Hxehange Act Release No, 3831.

¥ Bept. 4, 1946, the Commission by order set agile the action of the Azsocintion deny-
ing memhersghip to Foelher-Patterson, Ing¢,, and required the admission of the firm to mem-
Leorship, The question at issue was whether the regent registrution of Foelber-Patterson,
Ine¢., with the Commission as a broker-derler removed the disqualifieation from membership
resulting from the Commission’s reveeation of the broker-dealer registration of Central
Seeurities Corp., of which oelber and Pattergon had been officers and {lirectors, on Apr. 3.
12 {zee Qertral Seewritics Corp,, 11 8 B CL 98 (194213, In effert, the Commission held
that the broker-dealer registration of Foelher-I*atterson, Inc., removed the disqualification
ingofar as the revocation order against Central Securitics Corp. related to Foelber and
Patterson. See Faelber-Patlterson, Tno., Securities Exchange Act Release No., 3847.

3T See John L. Godley, Securities Exclanpge Act Release No. 3823,

.
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Board of Governors of the Association had considered his application
and recommended that the Commission admit him to membership.

At the year end, a somewhat similar petition filed by the Association
on, behalf of Greene & Company was before the Commission for
decision. The petition on behalf of Greene & Company asked that the
firm be eontinued in membership with W. F. Thompson acting as a
partner or an employee. Thompson had been expelied by the associa-
tion in 1942 for viclations of the rules of fair practice which prohibit
conduct inconsistent with just and equitable principles of trade.” This
expulsion created a barrier to membership by any firm employing
Thompson, and made Thompson ineligible for direct membership,
absent Commission approval or direction. As in the Godley case, the
petition for Commission approval of the eontinuance of Greene &
Company in membership was {iled by the Association after the District
Committee and the Board of Governors had considered and condition-
ally approved the application.!®

The other pending case arose from a petition filed by Lawrence R.
Leeby for admission to membership in the Association notwithstanding
the fact that the Association had expelled him from membership in
1942 and that the Commission had in 1943 revoked his broker-dealer
registration. Leeby’s petition requested that the Commission cxercise
its administrative discretion In his favor, as far as Association member-
ship was concerned, and it was coupled with an application for regis-
tration with the Coinmission as a broker. :

Reg-istered Representative Rule

The Association on July 81, 1945, filed with the Commission as
amendments to its registration statement, after requnisite approval hy
the Board of Governors and the membership, a series of amendments
to the bylaws and rules requiring that ne member should permit any
person to manage, supervise, solicit or handle securities buisiness, trade
m or sell securities or solieit investment advisory or investment man-
agement business, nnless that person was registered with the Associa-
tion as a “registered representative.,” Registered representatives must
agree to be bound by the articles of incorporation, bylaws and rules of
the Association, and duly authorized rulings, orders, directions, de-
cisions and penalties. The rules also provide that a person may not
become registered if he is subject to an order of the Association sus-
pending or revoking his registration or if he is snubject. to any of the
disqualifications for which brokers and dealers may be refused or
discontinued in membership. However, under Section 15A. (b) (4)
of the Act, the Commission may approve or direct admission into or
continuance of membership notwithstanding the member’s control of
a person with a diqualification. '

The statute does not require affirmative Commission approval before
amendments to the Association’s rules may become effective, although
it does require the Commissien to disapprove any amendment unless it
is found to be consistent with the applicable statutory standards. In
order to give all interested parties an opportunity to be heard on the
proposed amendments, the Commission held a public hearing at which

B On July 51, 1946, the Commliagion by order approved the continuation of Greene & Com-
pany in membership with W, F. Thompsor acting as either a partncr or employee. See
Greene & Company, Securlties Exchange Act Release No. 3836,
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arguments were made both for and against the propesal. In an opin-
ion dated September 19, 1945, the Commission, after a detailed ex-
position of the reasons for the proposed amendments and their impli-
cations, found that they sere consistent with the statutory standurds
and announced that it would not disapprove them.® B

- On December 31, 1945, various members of the Association and a few
nonmembers filed a petition in the Distriet Court for the Southern
District of New York to vequire the Commission to enter a formal ox-
der in connection with its determination not to disapprove the amend-
ments, so that the petitioners might take an appeal to the Cireuit
Court of Appeals. After argument on a motion by the Commission to
dismiss this petition for lack of jurisdiction in the District Court,
the petition was withdrawn., Thereupon the same petitioners filed a
similar petition in the Circuit Court of Appeals for the Second. Circuit,
which was denied without opinion on March 9, 1946. The Commission
took the position that the statute did not contemplate a formal order
when the Commission falled to exercise its veto power over amend-
ments to the Association’s rules.

As a result of these amendiments and because of the Commission’s
residual sup‘el‘visory duties, a substantial number of cases may come
before the Commission on review of action by the association in deny-
ing membership to broker-dealers employing persons who are not quali-
fied to be registered representatives. '

LITIGATION UNDER THE ACT

During the past fiscal year the Commission instituted its first actions
for injunction hased solely on violation of Regulation T, the margin
regulation promulgated by the Beard of Governors of the Federal He-
serve System for certain categories of broker-dealers pursnant to See-
tion 7 (c) of the Act. Effective February 5, 19435, the Board had in-
creased the general margin requirement from 40 percent to 50 percent;
effective July b, 1945, 1t was increased to 75 percent; and effective Jan-
uary 21, 1946, it was made 100 percent. On October 16, 1945, the Com-
mission instituted three companion actions in the United States Dis-
trict Court at Cleveland. One action was against Butler, Wick & Co., a
New York Stock Exchange member honse with offices in Youngstown,
Ohio; another against Hirsch & Co., 2 member firm with offices in New
York and Clevelund ; and the third againsi two firms jointly, the S. T.
Jackson & Co., Inc., an over-the-counter firm in Youngstown, and A. E.
Musten & Co., 2 metber house in Pittsburgh which acted as corre-
gpondent of the Jackson firm in effecting transactions on the New
York Stock Exchange. Richavd C. Brown, of Youngstown, and First
Mahoning Co., an investment company controlled by Brown, were
named as defendants in all three of the actions.® The charges in
these cases are that the first three broker-dealer firms repeatedly
violated Regulation T by overextensions of credit to Brown and his in-
vestment company ; that the Masten firm overextended credit directly
to the Jackson firm, its over-the-counter correspondent, and indirectly

1 National Association of Securitics Dealers, Ine., Securities Exchange Act Release No.

34,

Y, B 0. v. Butler, Wick & Co., Richard (. Brown, and First Mahening Company (N. D.
Qhio) ; 8. E, 0. v. Hirach & Company, Rickard (. Browsn, end Firat Malhoning Company
{N. D. Ohin}; S, B, O. v. 4. E. Magtcn & Co., Richurd O. Brown, eand Firgt Mahoning Com-
poany (N, D, Ohle),
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through the Jackson firm to Brown and his investment company, cus-
tomers of the Jackson firm; and that Brown and his investment com-
pany aided and abetted all of these violations. On November 16,
1545, the court entered a final injunction against the Jackson firm by
default. On the same day the court entered preliminary injunctions
by consent in all three cases restraining Brown and First Mahouing
Co. from inducing the four defendant firms or any other broker-
dealer to effect unlawful transactions of the types alleged in the com-

luints. At the close of the fiscal year Brown and ¥irst Mahoning

o. were in default of an answer, and the actions against the other
three broker-dealer firms were awaiting trial.

In Securities and Ewchange Comunission v. Patrick A. Trapp®
the Commission brought suil to enjoin a broker-dealer from selling
oil royalties at prices unrelated elther to his own contemporaneous
cost or to reasonable estimates of recoverable oil. Although this doe-
trine is to be newly tried in the courts, the basis thereof has been laid
in quasi-judicial proccedings before the Commission. The Commis-
sion sought at the same time to enjoin Trapp, whose broker-dealer
registration had been previously revoked for frand in comnection
with the sale of such sectirities, from conlinuing to engage in the busi-
ness of an over-the-counter broker-dealer without registration, and
from selling oil royalties by means of various misrepresentations.
The case was pending at the close of the fiscal year.

There were two cuses in which the Commission sought mandatory
injunctions to reguire registered broker-denlers to permit an exami-
nation to be made ol their books and records pursnant to Section 17 (a)
of the Act and the Commission’s hookkeoping rules. In the first case,
Securities and Fwchange Commission v. Mawrice A, 8harkey, the Dis-
trict Court for the Western District of Washington entered a sum-
mary judgment of mandatory injunctien on December 10, 1945, In
the second case, Securitics and Bwchange Commission v, Nevada O
¢’0., which was pending in the District Court for the Northern Dis-
trict of Texas at the end of the fiscal year,® the registrant, after re-
fusing access to Commission investigators on several occasions, filed
an applieation to withdraw from registration as a broker-dealer.
Thereupon the Commission filed its action for mandatory injunc-
tion and at the same time, in ovder to prevent the withdrawal of the
application from becoming automutically cffective under the Com-
missiorn’s Rules, instituted an administrative proceeding to determine
whether withdrawal from registration should be conditioned upon the
company’s first permitting the required examination of its books and
records to be made. This administrative proceeding, which is the
first of ilg kind ever instituted by the Comnussion, was likewise pend-
ing at the end of the fiscal year; the Commission had postponed the
administrative hearing in order to permit the court action to go ahead
first.

One manipulation case was pending in the courts during the fizcal
year. In Seecuritics and Bwchonge Comanission v. Frank W. Bennett
and The Federal Corp., the Commission had filed a complaint in the
District Court for the Southern District of New York on June 28, 1945,
to enjoin the defendants from violating Section 9 (a) (2) of the Act.

21 D, N. Dak,, complaint filed June 12, 1946,
2 The complaint was filed on June 18, 1946.
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It was alleged that they had manipulated the market for the common
stock of Red Banl Oil Co. on the New York Curb Esxchange while a
registration statement was pending under the Securities Act of 1953
with respect to a proposed offering of a large block of that stock “at
the market.” On August 20, 1945, the court denied the Commission’s
motion for preliminary injunctton.®® The Commission’s evidence that
the defendants’ raising of the price on the Carb from 184 to 2 would
increase the proceeds to them of the proposed offering by approxi-
mately $100,000 was not held to be sufficient evidence of a manipulative
purpose.’* Instead of appealing from the denial of its meotien for
preliminary injunction, the Commission decided to go to trial on the
merits, and the case was awaiting trial at the end of the fiscal year.

There were two civil actions during the year in which the Com-
mission obtained injunctions against various fraudulent practices by
broker-dealers. In Securifies and Exchange Commission v, Finunecial
Service, Inc., the District Conrt for the Southern District of Indiana,
on August 28, 1945, enjoined the defendant, a registered broker-dealer,
as well as Qscar F. Koenig, his wife, and Mrs. Mildred Martin, officers
- and directors of the company, from soliciting and accepting funds and
orders from customers without disclosing to them that the firm was
insolvent. The defendants were enjoined at the same time from falsely
representing to eustomners the prices at which the firm effected pur-
chases and sales, such misrepresentations having enabled the firm to
realize secret profits while acting as agent for its customers.”® The
Commission also sought’the appointment of a receiver, but the com-
pany succeeded in paying off its obligations to its customers and the
request was denied. In the second case, Securities and Eauchange
Commission v. Gilbert 3, Bates, the defendant consented to the entry
of an injunction by the District Court for the Northern District of
Iowa restraining him from engaging in various frandulent practices
(the effecting of purchases and sales at prices not reasonably related
to the market without disclosing that fuct, taking secret profits by
effecting transactions with customers at prices fixed by the defendant
while he purperted to act as their agent, and violating the confir-
mation requirements) as well ag doing business as an over-the-counter
broker-dealer without registration.

Judicial review of Commission action under the Securitics Ex-
change Act was sought in two cases, hoth discussed elsewhere in this
report. Norris & Hirshberg, Ine.,v. 8. E. (., which is pending in the
United States Court of Appeals for the District of Columbia, involves
a petition to review a Commission order revoking the petitioner’s
broker-dealer registration for various violations of the antifraud
provisions of the Securities Act of 1933 and the Securities Exchange
Act of 1934 The second case involved the Comimission’s opinion
(previously discussed herein) announcing the reasons for its refusal
to disapprove certain amendments to the bylaws of the National
Association of Securities Dealers, Inc., setting up a system whereby
employees of members have to be registered with the association as

2 62 F. Supp. 609.

™ Various administrative proceedings affecting the registration statements of Red Bank
0il Co. under the Securitics Act of 19338 and the Becurities Exchange Act of 1934 are de-
seribed elsewhere in this report. Sce p. 22, supre. [

= The Commission subsequently revoked the firm’s broker-dealer registration, Securities

Exchange Act Release No, 3774 (Jan. 8, 1946),
* Hee pp. 35 and 36.
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“registered representatives.” Various persons sought unsuccessfully
to obtain judicial review first in the District Court for the Sonthern
District of New York and then in the Circuit Court of Appeals for the
Second Circuit.”” ; .

Civil Actions Instituted Under the Securities and Exchange Act of 1934

The 1946 fiscal year has witnessed a continuation of the ever-grow-
ing need to resort to the courts for injunctions under Rule X-10B-5
to protect investors. Rule X-10B-5, adopted pursuant to Section
10 (b) of the Securities Exchange Act of 1934, contains a general
prohibition against fraud in the purchase orsale of securities through
certain channels. The violations which were enjoined during the
year generally involved combinations of situations where controlling
stockholders took advantage of investors in their companies by sup-
pressing information relating to recent and sharp improvement in
the volume of business, relating to increases in market value of port-
folio securities, or other vital information. Tlese-situations are
further examples of the need for preventative legislation asked for
by the Commission in its report to the Congress of June 19, 1946,
entitled “A° Proposal to éafeguard Investors in Unregistered
Securities.” 2 .

Violations of Rule X-10B-5 were sometimes coupled with infrac-
tions of other Sections of the Act as well as violations of the Securities
Act of 1933. For example, in 8. F. €. v. Financial Service, Inc., et
al.,®and S, K., C.v. Gilbert M, Bates* the Commission obtained final
judgments enjoining the defendants from violating, the antifraud
provisions of the Securities Act as well as the antifraud sections of
the Securities Exchange Act.

In 8. E. €. v. Boyd Transfer and Storage Co., et al.** the Commis-
sion obtained a judgment enjoining violations of the fraud provisions
of the Securities Exchange Act of 1934 in the purchase of the securities
of the compuny. The case involved false and misleading statements
in the acquisition of preferred stock regarding book vaiue, net asset
value, and net earnings of the company as well as the benefits to be
received by the management (majority common stockholders) by the
retirement. of the preferred stock issues.

In 8. E. (. v. dlbert M. Greenfield, et al.® the Commission instituted
an action charging that the defendants had violated the antifraud
provisions of the Securities Exchange Act in purchasing the deben-
tures of Albert M. Greenfield & Co. It was charged that the de-
fendants had made misleading statements regarding the market price,
and suppressed certain information, including the faet that the net
profits during 1944 and the sharply increased profits for the first ¢
months of 1945 of Albert M. Greenfield & Co. were suflicient to pay

7 Spe p. 38 N

3 Spp the comments hercin on that report at pp. 120 to 132.-

N, 8, Disiriet Court, 8. D., Bvansville Division, Ind., August 28, 1545. False and
mislexding stitements to customers regarding prices of securities bought and sold, obtain-
ing secret profits, apd the omission to disclose insolvency while soliciting and accepting
deposits of moner and orders for the purehase and sale of securities frowm customers,

2 U, 8, District Court, N, I, Cedar Rapida Divizion, Iowa, March 7, 1646. Sales to and
purchases from customers of securitics at prices bearing no reasonable relatien teo prevail-
jng market prices,-ebtaining secret profits, false and misleading gtatements to customers
rezarding the prices of securities bousht and xold ag well as the amanat of the Commissinn.,
Rutes was algo enjoined from violating the registration provisions of the Securities
Exchange Act, -

iy, 8, Distriet Court, Fourth Division, Minneapolia, Minn., Dec. 5, 1945,

® [, S Distriet Court, E. D., Pennsylvania, complaint filed November 7, 1945,

'
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cumulatwa interest for past years as well as certain noncumulative
interest obligations of the company. It was further charged that
the defendants failed to disclose the identity of the pmchasel and
the market value of Albert M. Greenfield & Co.’s portfolio and that
the assets attributable to each outstanding debenture were substan-
tially in excess of the price offered. The action was dismissed on the
Commission’s motion upon the filing of a stipulation between the
parties in which defendants agreed to  furnish audits of books for the
years 1944 and 1945 to the indenture trusiee, to furnish copies of itg
certified annunal reports including balance sheets, profit and loss state-
ments, and other data to debenture holders, to offer to rescind its pur-
chases of debentures since March 27, 1945, and to comply in the future
with Rule X-10B-5.

In S K. C.v. Joseph M. Gentile® 8. E. C. v. Frank Cohen, Amer-
‘can Caramel Company and £. E. Rodda Cand Co.*and S, &, C. v.
Boy Irwin Mitehelt® the Commission obtained judgments enjoining
the defendants from violating the antifraud provisions of the Securi-
ties Exchange Act in the purchnse of securities.

The Gentile case involved false and misleading statements to secu-
rity holders of Breck Distilled Products Corporatmn regarding cur-
rent market price and omissions to advise security holders 1egdtdmg
the existence of an agreement by Gentile to sell bis stock at $6.13 per
share and their right under such agreement to dispose of their securities
at the same prlce.”“

The Coken case involved false and misleadin information regard-
ing the book value, current asset value, and mavket price of American
Caramel Company preferred stock, the control of American, the iden-
tity of the purchasers, material changes in American’s business in-
cluding significant increases in sales and profits and plans for the
1ecap1tahzat10n and reorganization of American.

The Mitehell case involved false and misleading statements to stock-
holders by an employee of Emplre Steel Lo:.pcu ation regarding the
market price or value of Empire’s securities and the identit of the
purchaser. Neither Empire nor its management was involved.

&7, 8, Digtriet Court, 8, D., New York, Jan. 30, 1846.

# 1], 8. District Court, E. D, "Pennsylvunin, Der, 11, 1045,

3 1. 8. Distrlct Court, N, 1), Bastern Divislon, Ohio, Aug. 6, 1944,

® Gentile has made restitution in the approxun'ite nmount of $60,000 to the minority
atockholders concerned.






PART III

ADMINISTRATION OF THE PUBLIC UTILITY HOLDING
COMPANY ACT OF 1935

The Publie Utility Holding Company Act of 1933 was enacted for
the purpose of eliminating certain evils and abuses which the Congress
found to exist In connection with the activities of holding companies
having subsidiaries which are electric utility companies, or which are
engaged in the retail distribution of natural or manufactured gas. It
was particularly designed to remove control ol widely seattered ntility
propérties from the hands of holding companies in large financial
centers and thus to afford to the operating companies the advantages of
localized management and to strengthen local regulation.  This ubjee-
tive finds its most direct expression in Section 11 of the Act. Section
11 (&) (1) requires the operations of holding company systems to be
limited to one or more integrated systems and to such additional busi-
nesses as are reasonably inctdental or economically necessary or appro-
priate to the operation of the integrated sysiems. Section 11 () (2)
requires elimination of undue complexities in corporate structures of
holding company systems and the redistribution of voting power
among their security holders on a fair and equitable basis. The Act
provides also for the registration of holding companies (Sec. 5);
regulation of security transactions of holding companies and their
subsidiaries (Secs. 6 and 7) ; regulation of acquisitions of securities
and utility assets by holding companies and their subsidiaries (Secs.
9 and 10); regulation of sales of public utility securities or assets,
payment of dividends, solicitation of proxies, intercompany loans and
other intra-system transactions (Sec. 12); control of services, sales
and construction contracts {(Sec. 13); and the control of accounting
practices (Sec. 15).

SUMMARY OF ACTIVITIES

The volume of financing involved in applications and declarations
filed under Sections 6 and 7 considered by the Commission during the
1946 fiscal year snrpassed that of any previous year. The agoregate
thereof, relating principally to subsidiaries of registered holding com-
panies, involved security issues totaling $2,375,000,000 as compared
with $1,305,000,000 during the 1945 year. There was also a substantial
increase in the number of eases filed involving matters looking toward
compliance with Section 11 and to give effect to the Commission’s
orders thereunder.

Further noteworthy proguess was made during the past year in
effectuating the requirements of the Act relating to integration and
corporate simplification. During this period, registered holding com-
panies disposed of nonretainable interests in 57 eclectric, gas, and
other subsidiary companies having total assets of approximately

45



46 SECURITIES AND EXCHANGE COMMISSION

$1,726,000,000.> These included 29 electric utility companies with
assets of $1,545,000,000; 8 gas utility compdnies with assets of
$922,000,000 .md 20 other companies having assets of $159,000,000.
Section 11 orders were outstanding on June 30, 1946, requiring the
divestment of holding companies nonretainable interests in 122 sub-
sidiary companies having aggregate assets of $3,352,000,000,

During the year the Commission instituted seven new proceedings
duectmrr compliance with Section 11. A summary of proceedings
instituted by the Commission under Section 11 (3) which were still
pending at the close of the fiscal year follows:

Number of proceedings_ o 61
Number of systems. [ U e 36
Number of holding companies___________ UV 118
Number of subsidiary companies_ . _______ Go2
Total assets involved_ . e e $13,895,000,000

Section 11 (&) of the Act authorizes the Commission to approve
voluntary plans of reorganization submitted by registered holding
companies and their subsidiaries. Prior to June 30, 1946, 167 such
plans had been filed. The Commission has approved GS of these
plans, 28 were withdrawn or dismissed, 3 were denied, and 68 were
pending before the Commission in various stages of completmn.

INTEGRATION AND CORPORATE SIMPLIFICATION UNDER SECTION 11

Summary of Progress

As indicated in the Tenth and Eleventh Annual Rep01ts of the
Commission the integration and simplification program has undergone
three phases of development. The first phase, in which the public
utility industry was invited to offer voluntary proposals for compli-
ance with Section 11, had a limited success, due to failure of many com-
panies to submit pl'ms amounting to more than the preservation of .
existing systems. In the second ph‘me, the Commission issued orders
with lespect to each holding company system directing compliance
and indicating in general terms the changes which the Systems must
make to meet the geographical integration requirements of Section
11 (%) (1) and the corporate 31mp]1ﬁc'1t10n and redistribution of vot-
ing power requirements of Section 11 {b) (2). With the exception
of a few minor problems, this phase is now complete. The third
phase has embraced the processing of voluntary plans for reorgan-
1zation or recapitalization filed by nearly all of the systems looking
toward compliance with the orders issued by the Commission under
Sections 11 (b} (1) and 11 (&) (2). This phase of the integration
program has been the center of attention during the recent period.

Divestment and Simplification

The fiscal year ending June 30, 1948, witnessed a sharp rise in the
market prices for utility securities, particularly common stocks. This

1Ineluded in this fipure iy $394.000,000, representing assets of Pacifle Gas & Eleetrie
Co., which, during the year, ’ceased to he a subsidiary of a registered holding company,
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provided substantial impetus to the divestment by holding companies
of assets not retainable under the integration standards of Section 11
&) (1).

( I)Déri)ng the year ended June 30, 1946, the total consideration received
by holding companies for their interests in subsidiaries divested and
for miscellaneous properties sold was $254,000,000 as compared with
$150,000,000 for 1945. Because of the fact that the interest disposed
of usually consisted of no more than the parent company’s heldings
of common stock in the divested company, the total assets of the sub-
sidiary eompany involved in the divestment are many times the con-
sideration received. . ‘

Of particular significance among the divestments of the past year
have been the increased cash sales to underwriters for publie distribu-
tion by holding ecompanies sceking to dispose of the common stocks
of operating subsidiaries held in their portfolios. Among these sales,
during the past fiscal year were the following, all of which were sold
at competitive bidding: -

Proocede lo

* Bubsidiary company : holding company

Central IMudson Gas and Electric Corp——— o~ &4, 157,175
Pacific Gas & Electric Compuny. - e [ 27, 272, 200
Florida Power Corporation 6, 445, 227
Central Arizona Light & Power Co_ . ___ . ____ 10, 432, 800
Dallas Railway & Terminal Co____ —— [ 3, 517, 963
Colorado Cenirnl Power Co_ 1, 418, 769
Midland Realization Compuny__——__ — - [ 3, 087, 000
Seranton Blectric Company——— oo _____ 25, 881, 268
Columbus & Southern Ohio Eleetrie Co_ . . 8%, 1135, 362
Dayton Power and Light Co___ - e e 51, 467, 670
Tueson Gas, Electric Light and Power Co__.____ I 5, 558, 070
Total o e 177, 358, 992

Also of interest is the recent distribution and snle of 2,000,000
shares of Cincinnati Gas & Electric Co. common stock through issu-
ance of rights to the common stockholders of the holding company,
Columbia Gas & Electric Corp., combined with an underwriting of
the unsubscribed shares. Proceeds to the parent company resulting
from this transaction approximated $50,000,000. A number of ather
important divestments have been effected by means of distribution of
subsidinry securities to security holders of the parent company in the
form of liquidating dividends. ) '

Prior to June 30, 1946, holding compnnies’ nonretainable interests
in 399 subsidiaries having aggregate assets of $6,073,000,000 had been
divested. Of this number, 343 compnnies with assets of $4,580,000,000
are no longer subject to the Holding Company Act. Integration or-
ders outstanding at the end of the fiscal year require additional
divestments of interests in 123 subsidiaries with total assets of $3,354,-
000,000. The following table, which was prepared from the data con-
tained in Appendix Table 20, gives a summary of the total divestient.
program from December 1, 1955, to Junc 30, 1946:
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SuMMARY—Elcetric, gns, and nonutility properties sold or otherwize divested by
registered public witility holding compandes, Dce. 1, 1033, to June 30, 1246

Nugther of companies Assets (%BO?&]IREE?&% d(}n"cs[ad
T [
Elrc- Non- Eloe- Non-
tric | 9% [glity ) TOW | e | 988 | driney | Totl
Diveated by erchange or disiribution
of securifies to security holders

No longer subject to Holding Com- .

psny Act 12 s j 22 | §1,164 i $1 $1, 586
Still subject to Hold

Act! -] [ N . 8 1, 226 B L 1,226
Divested by sale of property or gccuri-

fieg 8

Na looger subject to Holding Com- .

puny Aetbo_.___ S 122 86 113 3211 2,274 350 70 2,004
B¢ subject to Holding Company

Acl . 32 t13 3 48 222 25 20 267

Total divested..____ .. ____. 174 107 JRE] 390 4, 556 itk 3 15, 073
Fartial sales of property not included | Number of coinpanies making & :
n abose Lotuls such sales Bale price

Assels sold no lgnger subject Lo the

Al e e eaae L1 13 26 90 378 §7 a7 $112
Assets 20ld still subject to the Act. .. 1t 5 1 17 1 4 1 16

Tolals . e eean. §2 18 27 7 8y 11 28 128

! By reason of their relationship to other registered holding ecompanies.

1 Northern Natural Qas Co., which was a subsidiary in 3 differcot holding ecompany sysiems and itdelf a
registered holding campuny which had consolidated assets of $63,175,223, is not included in the above sur-
mary. Lono Star Ctas Corp, abd United Light & Power Co. have disposed of their intercsts in Northern
Natural but it remains & subsidiary of Nerth American Light & Power Co.

1 I%Ciudcs ell cases where latal divestmentl was effected by sales of entire property to one or more than
e buyer.

+In the case of sales 4o more than one buyer, the compary was classifled in accordance with the dispasi-
tion of the majority of the assets sald. .

Noteworthy progress has also been witnessed in the simplifiention
of corporate structures and redistribution of voting power of holding
company systems under Section 11 (&) (2). Because of the fact that
in many cases dissolution of unnecessary holding companies cannot
take place until a series of involved transactions has been consum-
mated, it is difficult to provide a precise statistical measure of the
over-zll simplification which has been achieved. The following table,
however, covering the period from June 15, 1938 to June 30, 1946,
indicates the sharp reduction which has taken place in the total
number of holding companies, and utility and nonutility subsidiary
companies subject to the Holding Company Act. This reflects the
simplification which has occurred as a result of compliance with both
the geographic integration requirements of Section 11 () (1) and
the corporate simplification requirements of Section 11 (&) (2).

Total Elimination Compa-
COmMpA- nias
nies  [Ahsorbed | Sales, dis- T xemp- subject
subject | by mer- | solutions tfous rf‘ Other te Act
10 ACt ger or | and di- ¥ | dispos- | Total as at
during | consoli- veSte r(l}lrlgeurr als ! June 30,
period dation wents
Holding companies._..____._____ 206 23 43 29 9 103 103
¥lectric and/or gas companiss._ 899 103 318 59 47 532 367
Nonutilities plus utilitics other
than eleetric andfor gas com-
panies__________._.___ PR 1,002 hi2] 339 57 54 574 428
Totsl companies. ..._-... 2,107 i 700 145 140 1,208 303

I Prineipally small utility or nonutility subsidiaries, with Jittle or no public interest, disposed of by various
e8IIS.
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Interpretation of Section 11

Recent interpretations of the geographic integration requirements
of Section 11 (&) (1} in the light of the definitions contained in Sec-
tron 2 (u) (29) have been of particular mterest. In Tomas Utilities
'a., Holding Company Act Release No. 6373, the Commission held
that the requirements of Section 10 precluded the acquisition of Dallas
Railway & Terminal Co. by Texas Ultilities Co., n registered holding
company, in the absence of a showing of a substantial operating
relationship which would qualify the combination of electrie and
transportation properties for retention under Section 11 (&) (1).

Tsvo other cases contained important interpretations of the statu-
tory limits of bigness of an integrated public utility system, as ap-
plied to electric companies. In American Gas & Elecirie Co., Told- -
ing Company Act Release No. 6333, the Commission found that the
holding company’s principal group of properties, which was known as
the Central System, constituted a single integrated public utility sys-
tem within the meaning of Section 2 (¢} (29). These properiies, which
included gross electric utility plant of approximately $443.000,000,
had gross operating revenues of approximately $102,000,000 and
served an aren of approximately 90,000 square miles in the States of
Michigan, Indiana, Ohio, West Virginia, Virginia, Tennessee and
Eentucky. The Commission noted, in particular, that practically
all of the power requirements of the Central System were met by
its own electric generating stations, that the Central System had
a long historical record of having heen developed and operated as a
highly coordinated system under the central contrel of the holding
company, that interchanges of energy among the component com-
panies were frequent and substantial, and that it did not blanket
the entire area, inasmuch as other impertant electric utility, com-
panies operated in the tervitory.

The Commission concluded that the Central System constituted
a single integrated system und that it did not appear to be so large
in any of the States in which it operated as to nnpair the ctfective-
ness of regulation. Turther, a relatively high degree of coordination
of the system’s utility fucilities and its relatively economical operation
were demonstrated.  These characteristics were shown, in part, to be
due to common control. In reaching this conclusion the important
distinction was made that the Commission was not asked to approve
the ereation of a new holding company over the Centiral System, but
merely to determine whether Section 11 (6) (1) requived the siaius
quo to be affected. It also observed that “the Central System ap-
proaches the maximum size which we believe is consistent with the
standards of localized management, efficient operation and effective-
ness of regulation contained 1n Sections 2 (@) (29) and 11 (&) (1).”

This limitation on the size of the Central System was clarified fur-
ther in a subsequent case under Sections 9 and 10 of the Act, dmerican
(Fas & Flectrie Co., Holding Company Act Release No. 6639, in which
the Commission denied the appheation of American Gas & Electric
Co. for permission to acquire the common stock of Columbus & South-
ern Ohio Electric Co. In its opinion, the Commission noted that
Section 10, which governs extensions of control, permits a new aequi-
sition only if the Cominission can aflirmatively find that such acqui- -

T22108—4T——3
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sition will tend toward the creation of an integrated system as defined
in Section 2) (¢} (29). Section 10 requires disapproval of such aequi-
sitton if the Commission finds that the acquisition will” “tend to-
wards , . . the concentration of control of public-utility companies,
of a kind or to an extent” detrimental to the public interest or the
interest of investors or consumers.” 'The marked difference between
the standards of Sections 10 and 11, the Commission stated, “inheres
in the difference between Section 11, as a compromise of the policy
ot ‘elimination’ of holding companies otherwise than as permitted by
the Act (Section 1 (¢), and the ‘new acquisition’ standards of Section
10, which were designed as a more vestrictive check on further growth
of helding companies and further extension of their control.”

. The Commission coneluded that “the acquisition of Columbus and
Southern Ohio would not be merely the addition of a spur or connect-
ing link to the system, but would represent a major extension into new
territory which very materially and very substantially enlarges the
system,” and that it would extend the system beyond the maximum
limit deemed permissible in the earlier Section 11 {5) (1) determinn-
tion of whether the ~fatus guo should be affected.

STATUS OF INTEGRATION PROGRAM--20 MAJOR SYSTEMS

There follows a brief sunmary of the status of the major holding
company systems at the end of the fiscal year with respect to Section 11.
A résumé of previously reported nccomplishments is included together
with a fuller description of the principal steps taken during the current
year. !

1. Eleetric Bond and Share Company

The parent of this system, Electric Bond and Share Co. (Bond and
Share), controls five major subholding companics: National Power
& Light Co. (Nattonal) ; American Power & Light Co. (American) ;
LElectric Power & Light Corp. (Electric) ; American & Foreign Power
Co., Inc. (Foreign Power); and American Gas and Electric Co.
{American Gas). :

Bond and Share hns filed Plans I, IT, and ITII under Section 11 {e)
of the Act, setting forth a program for the retirement of its preferred
stocks and the divestment of all remaining public utility investments
in the United States.® After receiving Securities and Exchange Com-
mission and court approvals, Bond and Share paid $30 per share as a
capital distribution on its outstanding preferred stocks and reduced
regular preferred dividends by 80 percent (subject to any adjustment
found by the Commission and approved by an appropriate court as
fair and equitable), thus consummating Plan T2 Plan IT-A was filed

_in June 1946 and provided for an additional $70 per shave capital dis-
tribution and the issuance of a certificate evidencing the further claim,
it any, of the preferred stockliolders. the amount of such claim to be

_made delinite in a subsequent amendment to the plan.t In order to

raise the necessary cash for the capital distribution to the preferred

stockholders, Bond and Share included as part of Plan II-A the pro-

posal to sell its holding of the common stocks of American Gas, Penn-
® Halding Cempany Act Releage No. 5970.

4 Holding Company Act Helease No. G121,
4 Holding Company Act Release No. 6747,
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sylvania Power & Light Co. (Pennsylvania}), Carolina Power & Light
“o. (Carolina), and Birmingham Electric Co. (Birmingham).

After the commencement of Section 11 (&) (2) proceedings with
respect to Bond and Share and certain of its subsidifiries,® the Com-
mission ordered National to dissolve since it served no useful function
and constituted an unduve and unnecessary complexity in the system,’
and indicated to National that prior to any disposal of its holdings of
subsidiaries their accounts and corporate structures were to conform
to the requirements of the Act with respect to distribntion of voting
power and other matters.” Plans to this end were filed by National
and approved by this Commission with respect to Carolina}? Birming-
ham,? and Pennsylvania?® The State commission in each of these
cases, either alone or in conjunction with the Federal Power Commis-
sion, ordered the elimination from the companies’ property accounts
of certain write-ups {Account 107) and the elimination or amortiza-
tion of acquisition adjustment items (Account 100.5).

Under the settlement approved by the Commission in May 1040,
with respect to all suits and claims against Bond and Share by or on
behalf of National and its subsidiaries and certain former subsidi-
aries,! Bond and Share paid National and such other companies the
amount of §750.000. This cettlement was subsequently approved by
the United States Distriet Court; and in Angust 1946 National dis-
tributed the common stocks of Pennsylvania, Carolina, and Birming-
ham pro rate to its common stockholders. Thns, Bond and Share,
which held 46 percent of National’s common stock, received 46 percent
of the common stock so distributed. With respeet to National’s only
remaining subsidiaries—Memphis Generating Co., The Memphis
Street Railway Co., and Lehigh Valley Transit Co.— plans are pend-
ing for the reorganization and divestment of the fivst two compunies,
while it is expected that a plan dealing similarly with Lehigh Valley
Transit will be filed shortly.

American and Electric, two of the other subholding companies.
were ordered to dissolve for reasons similar to those set forth for Na-
tional® These companies carried appeals to the United States Cir-
cuit Court of Appeals for the First Cirenit. which aflirmed the order
of the Commission (141 Fed. (2d) 606). The companies’ pefition to
the United States Supreme Court for a'writ of eerdiorari was granted
and arguments were concluded on November [6, 1945. After the death
of Chicf Justice Stone, the Court directed a reargument of the case
during the fall of 1946, Certain major steps taken by Electric and
American and their subsidiaries in the overall process of complying
with Section 11 are detailed below: '

Under a Section 11 (&) plan approved by the Commission for Amer-
jean in November and December 1945, American retired approxi-
mately $36,400,000 principal amount of debentures.*® The company
had originally proposed to retire such debentures at 100 percent of
principal amount plus accrued interest, but it amended its plan, pursu-

5 Holding Company Act Release No, 2051, -

8 Hplding Company Act Release No. 2082, )

7 Holding Company Act Release No. 3804.

s Holding Company Act Releases Nos. #4895 and 4746.

@ Holding Company Act Release No. 4035,

19 nlding Company Act Releases Nos. £080 and 61487

1 Holding Company Act Release No. 6663,

2 Hplding Company Act Release No. 37a0. L !

18 Holding Company Act Release Noa. 8176 and 6258 (Commisgioner Healy dlssenting).
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ant to the Commission’s findings and opinion, to provide for the
retirement of its debentures at 110 percent of.principal amount plus
accrued interest and certain assumed debentures, noncallable antil
1947, at 115 percent of principal amount plus acerved interest. The
plan, as amended, was subsequently enforeed by an appropriate dis-
trict, court. .

The Conmunission approved the formation by American in Oclober
1944 of a new Texas holding company, which acguired from American
its inferest in Texas Electric Service Co. and Texas Power & Light Co.
and from Electric the latter’s interest in Dallas Power & Lifht Co.
for n cash consideration of $17,350,000.* The new holding company,
Texas Utilities Co., was to be disposed of by American within 1 year
from Qctober 1945. During the fiscal year American disposed of its
interests in New Mexico Electric Service Co.'® and Central Arizona
Light and Power Co.*  Minnesota Power & Light Co."" and The Mon-
tuna Power Co. underwent debt refundings, the latter company also
accomplishing an aceounting reorganization.®

A plan has also been filed by Electric under Section 11 (&) of the Act.
Under it Electric proposed an exchange offer of its holdings of the
common stoclt of United Gas Corporation for its outstanding first
preferred stock.”® Thereafter, Bond and Share filed an alternative
plan, following which, in July 1946, Electric and Bond and Share
jointly filed o compromise plan.® The Iatter plan provides for the
retirement of Electric’s first and second preferved stocks; for the
creation of a new southern electric holding company; and for the
transfer by Electric to the new holding company of the common stocks
of Arkansas Power & Light Co., Louisioana Power and Light Co.,
Miszissippi Power & Light Co. and New Orleans Publin Service Co,
Electric’s first and second preferred stockholders under the plan will
he offered a choice of (a) shares of United Gas Corporation, (b) shares
of the commeon stock of the new southern electric holding company.
or (¢} eash. Any portfolio securities not exchanged will be sold or
distributed by Electric. It is provided that, upon consummation of
all the above steps, Electric will withdraw its appeal from the Com-
mission’s dissolution order and dissolve. A compromise plan, on
which hearings were held after the close of the fiscal year, is now
pending before the Commission.

A Scction 11 (e} plan approved for Utah Pawer & Light Co. pro-
vided that Utah would («) recapitalize on a one-stock basis, the holders
of the outstanding publicly held stock to receive new common stock for
their holdings, (4) pay Electric $650,000 cash, (¢) release Electric
from all: elaims in favor of Utah or any of its subsidiaries against
Llectric and assign to Electric all claims of Utah and its subsidiaries
against Bond and Share or its wholly owned subsidiaries. Tn con-
sideration of the foregoing, Electric surrendered to Utah for cancela-
tion 3,000,000 shares of common stock and 2,100 shares of $7 preferred

» stock having an aggregate stated value of $30,210,000.* The plan was
13 Ho.lnling Company Act Release Non. 1658,
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subsequently enforced by the United States District Cowrt for the
Distriet of Utah. As a result of the reorganization, in addition to
having its capital struclure Improved, Utah was separated entirely
from the Bond and Share system.

Electric has disposed of its interests in Dullas Railway & Terminal
Co., its remaining investments now consisting of its holdings of United
Gas CorpJs common stock and the common stocks of the four com-
panies which are proposed to be transferred Lo the new Southern
Electric Holding Co.

Proceedings on an application filed by Ameuc.m Guas, requesting
‘l.ppl()\d] of the continuance of its Central System together with
continuance of the alleged South Jersey and Northeast, Pennsylmnm
systems, were consolidated with Section 11 (&) (1) proceedings in-
stituted by the Comnmission in 1939. Hearings were held from time
to time in such consolidated proceedings. The Commission concluded
that properties comprising the Central System conld be retained
under commeon control under the standards of Section 11 () (1) of
the Act but that other properiies must be divested if such Central Sys-
tem were to be retained. In April 1946, American Gas sold at com-
petitive bidding its holdings of the common stock of Seranton Blectric
Co., leaving the Atlantie City Electiie Co. to be divested in order
for American Gas to meet fully the above-mentioned order.

On October 26, 1944, Foreign Power filed a plan of reorganization
under Section 11 (e) of the act in which Bond and Share joined.
Proceedings on the plan were consolidated by the Commission with
the pr oceedmﬂs directed to Bond and Share and Foreign Power under
section 11 (b) {(2) of the Act®™ and hearings were thereafler
held from time to time until July 8, 1946, on which date the
record in the proceedings was closed as to the necessity and fairbess
of the plan. The staft ‘ot the Public Utilities Division is Preparting
its Proposed Findings and Opinion for submission to the Commission,
following which the parties and participants will he given the op-
por tumty to file counter-proposed findings and briefs, “and to ar gue
orally before the Commission.

2. The North American Company

In Section 11 (b) (1) proceedings instituted with respeect to The
North Ameriean Co. (North American),” the Commission directed
the company to confine its operations to a single integrated system
built around the Union Electric Company of Missouri. North Amer-
ican appealed from the orvder to the United States Circuit Court of
Appenls for the Second Cirveuit, which court affirmed the orden
Section 11 (b} (2) proceedings have also been initiated with respect to
Novth American Light & Power Company (Light & Power) * a sub-
sidiary holding company of North American.

A writ of aeﬁzomn was granted by the United S’ntcs Supreme
Court ¥ to review the North American case, argument having been
heard in November 1945, The Court handed down its opinion # on
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April 1, 1946, afirming the decision of the Circuit Court of Appeals
and snstaining the constitutionality of Section 11 (&) (1). There-
after, North American filed a plan pursuant to Section 11 (e) of the
Act providing for (2) disposition of the major portion of its inierests
in four principal subsidiaries, (#) the formation of a new company
to hold the securities of the Union Electric Company of Missourl sys-
tem and Illinois Power Co., and (¢) the formation of a new company
to hold miscellaneous nonntility investments and residual investments
in certain utility properties. Hearings have been held on certain
phases of the plan. .

North American has eontinued its policy of paying common stock
dividends in stock of Pacific Gas & Electric Co. In addition, it seld
700,000 shares of Pacific comumon stock in a public offering and used the
proceeds to retive its 6 percent preferred stoek.® Pacific Gas & Elec-
tric Co., as a result of North American’s disposition of holdings therein, .
has heen declared not to be & statutory subsidiary in the North Ameri-
can system. A Section 11 (¢) plan was approved by the Commission
for Union Electric Co. of Missouri®® Two of Union’s subsidiaries
were thereby eliminated and the company’s corporate structure sim-
1lified. '

! The Commission entered an order of dissolution against Light and

Power, a subsidiary holding company of North American, but its

determination of a fair and equitable plan of dissolution has been

delayed by consideration of the disposition of claims asserted by

1llinois Power Co., a subsidiary of Light and Power. Extensive hear-

ings have been held oh these claims and briefs and reply briefs have .
been submitted. -

The assets of Illinois Traction Co., a former subsidiary of Light
and Power, have been transfered to Light and Power in the course of
dissolution pursunnt to the provisions of a Section 11 (e) plan, which
was approved by the Commission ® and affirmed by the United States
District Conrt for the District of Maine on December 19, 1945,

3. The United Gas Improvement Company ..

After Section 11 (3) (1) proceedings were instituted with respect to
the United Gas Improvement Co. (U. G. L.}, its integrated system was
defined by the Commission as the electric properties in the Pennsyl-
vania-Delaware-Maryland area, and orders of divestment were issued
on the basis of this interpretation.®* The company appealed these
orders to the Unitéd States Circuit Court of Appeals for the Third °
Circuit, which court sustained the orders.® Voluntary plans under
Section 11 (¢) were filed by U. G. I. and its subsidiary, Philadelphia,
Electric Co., after argument before the court but prior to the issuance
of its decision. The plan provided for the distribution to U. G. L.
stockholders of $30,600,000 in cash and substantially all the stock
holdings in two of its subsidiaries—Philadelphia Electric Co. and
Public Service Corp. of New Jersey. The plan was approved by the
Commission and by the common stockholders.  Subsequently, U. G. L.

¥ Tn December 1945 North American borrowed $32,000,000 from certain banks at 1%
percent interest and has used the proceeds, together with other funds, to retire its 5% per-
cent preferred stocks, The company's capitalization, therefore, now cotsists solely of bank
loans and commen stock, :
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distributed to its stockholders its holdings of Delaware Power & Light
Co. and subsidiaries. During the past fiscal year, U. G. T. hag disposed
of its-interests in three additional companies, nunely, Nashville Gas
and Heating Co., Arizona Power Corp..*® and Manchester Gas Co.*
Pursuant to another Section 11 (¢) plan filed on December 6, 1045
and designed to effect further compliance with the requirements of Sec-
tion 11, U. G. L. exchanged, for approximately 750,000 shares of its out-
standing capital stocls, 1ts portfolio holdings of securities of four public
ulility holding companies, namely, American Water Works and Elee-
tric Co., Ine., The Commonwealth & Southern Corp., Niagara Fludson
Power Corp., and Public Service Corporation of New Jersey. These
~securities had a -market value at that time of approximately $23,146,-
000, The Commission approved this plan on March 13, 10462 On
May 16, 1946, U. G. L. filed a declaration concerning the sitle of its hold-
ings of the preferred stocks of Kansas City Gas Co. and The Wyan-
dotte County Gas Co. (subsidiaries of Cities Service Co.) to each of
these companies for a total consideration of %5,150,000. Since the
close of the fiseal year, the Commission permitted the declaration to
become effective * and the sale was consummated,

4, The Commonwcalth & Southern Corporation

In ihe Section 11 (b) (1} and (2) proceedings which were insti-
tuted and consolidated with respect to this system, the Commission
directed the Commonwealth & Southern Corp. {Commonwealth) to
reduce its outstanding preferred and common stocks to a single class
of new common stock. The Commission’s order was appealed by
the company to the Circuit Court of Appeals for the Third Circuit,
and affirmed by the court.* .

Commonwealth’s initin] plan of recapitalization provided for the
reclassifiention of its stock into a new class of common stock and a
digtribution of its holdings of the common stock of Consumers Power
Co. to Commonwealth stockholders. An amended plan was later
filed which proposed a change in the allocation hetween Common-
wonlth preferred and common stockholders as well as the distribu-
tion of 1ts holdings in its other Northern subsidiaries in addition to
Consumers Power Co. After the conclusion of hearings on the
amended plan the Commission issued its findings and opinion stating
that if the plan were amended in certain respeets, it would be ap-
proved.® The requested amendmments were filed and the Commission
on June 30, 1945, entered its order approving the amended plan,*
Among the provisions of this amended plan was the requirement that
the plan receive the affirmative vote of the holders of a majority of
each class of Commonwealth’s stock before the Commission applied to
an appropriate Federal district court for an order approving arid
enforeing the plan. Following the passage of several months without
the comprjetion of arrangements for conducting the vote contemplated
in the plan, the Commission, by orvder dated November 1, 1945,** modi-
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fied its ‘previous order so as to approve the plan on condition that the
company delete that portion requiring a stockholders’ vote. Modi-
fications of its plan, filed by Commonwealth on November 9, 1945,
provided for the elimination of a stockholders’ vote it the Commission
would approve an extensive amendment of the plan which would
essentially alter it.

On January 24, 1946, the Commission issued a memorandum opinion
in which it stated that, in addition to the diflicult questions of fairness
posed by the changes suggested, the complicated and confusing natars
of the modifications did not merit the seheduling of hearings. TFurther
proceedings were withheld for a period of 60 days to March 25, 1946, in
order to afford an opportunity to Commonwealth and to any person
having a bona fide interest in reorganization to file a plan for com-
pliance with the Commission’s original order requiring the retivement
of Commonwealil’s preferred stock through the sale or other disposi-
tion of assets. By March 25, 1946, four plans for the recapitalization
of Commonwealtl, Including one sponsored by the management, had
been filed with the Commission’ and hearings have been scheduled to
consider these plans, -

5. Cities Service Company

On May 5, 1944, the Commission issued its order in the Section 11
(h) (1) proveeding involving Cities Service Co. (Cities}, the top
company of a system.** The order divected Cities to comply with
Scetion 11 (b) (1) by reducing the operations of its system to certain
gas distribution properties located in the mideontinent section, to-
gether with certam gas produetion and transmission properties. The
order, however, permitted the retention of the systemn’s nonutility
properties if Cities should choose to comply with Section 11 (b) (1) by
disposing of all its divect or indirect interest in utility eompanies.
Cities elected to vetain its nonutility properties, whereupon the Com-
migsion, on October 12, 1944 entered a supplemental order providing
in substance, that Cities might dispose of its interests in utility prop-
erties in lieu of complying with the provisions of the earlier order.*®
Since the orviginal order, Cities has disposed of its interest in 38 sub-
sidiaries *® and has been engaged-in a program of refinancing certain
suhsidiaries preparatory to a divestment of its interest in Cilies Service
Power & Light Co. .

The order of May 5, 1944, also directed Arkansas Natural Gas Corp.,
a subsidiavy holding company of Cities, to confine its operations to
the natural gas business and to dispose of its interests in its nonutility
snbsidiaries. On appeal by Arkansas Natural Gas Corp., the United
States Cireuit Court of Appeals for the Fifth Circuit, sustained the
order of the Commission’” Arkansas Natural Gas Corporation’s
petition to the United States Supreme Court for a writ of certiorari
had been denied. Arkansas Natural Gaz Corp.v. 8. E. 0., —— . S.
——, Oct. 14, 1916.

On August 17, 1943, the Commission ordered Cities Service Power
& Light Co. (Power & Light), a holding company subsidiary of Cities
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Service Co., to dispose of its interest in 43 companies, including
Federal Light & Traction. Co. (Federal) and the 14 subsidiaries of
the latter company.** Since this ovder was issued, Power & Light
has disposed of its interests in 36 companies and has dissolved. The
order of August 17, 1043, required that Federal confine its operations
to the LlLCtII(,. utlhts busmeczs conducted by subsidiaries in the States
of New Mexico and Cn]m ado, jurisdiction being reserved with 1especL
to certain properiies in New Mexico and Arizona. On March 3 3, 1944,
the Commission granted Federal an option to retain as its IlL]hLV
system either the plopeltws in New Mexico and Colorade or those in
Arizona,® Federul has disposed of all its subsidiavies except the four
companies operating entirely in New Mexico and has filed an apph-

ention for the merper of such subsidiaries into one company. 'The
Comnussion, afler close of the fiscal year, approved the merger,” aned
it has been consummated. Federal has also filed an ﬂpphm[lon for
disgolution, which application 1s still pending.

6, Associated Gas and Electric Company (now Gemneral Public Utilities
Corporation)

In 1940 Associated Gas and Eleetric Co. (Ageco) and its subsidiary
holding company, Associated (vas and Electric Corp. (Agecorp), filed
petitions in the United States District Court for the Southern District
of New York for reorganization under Chapter X of the Bankruptey
Act. Both companies were registered holding companies. The court
appointed, as trustees of Agecorp, Denis J. Driscoll and Willard L.
Thorp, who also registered as a holding company.®™ On August 13,
1042, the Commission issued an order pmszmnt to Section 11 (b) (1)
in which it directed the trustees, among other things, to dispose of their
interest in 116 companies, reserving for further consideration questlons
relating to the retainability of certain other properties.®™ DBy subse-
quendt orders s, seven companies were removed from this divestment
order, The irustees have divested tliemselves of most of the companies
cited in the order, so that as at June 30, 1046, only eight of the com-
panies cited are still in the system. The companies which are still
retained consist of five nonutility companies, one utility holding com-
pany, and two operating utilities. Plans h‘we heen proposed, for dis-
tribution, sale or liquidation of such remaining companies.

On August 9, 1945, the United States’ District Court for the Southern
District of New Youk confirmed a comprehensive reorganization plan
proposed by the trustees, pursuant to Chapter X of the Bankruptey
Act and Section 11 (f) of the Holding Company Act, which plan had
heen dinlOVEd by the Commission on April 14, 1044 #  The Cireunit
Conrt of Appeals affirmed the order, and on October 8, 1945 the United
States Supreme Court denied a petition for eer taomn.ﬁ*, The plan
of reorganization under Chapter X of the Bankruptey Act has been
consummated pursuant to an order of the reorganization court dated
January 14, 1946, ' /
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Following the institution of proceedings pursuant to Sectioh 11 (b)
_(2) with respect to General Gas and Electric Corp. (Gengas), a sub-
sidiary holding company of Agecorp,®™ Section 11 (e) plans for the
reorganization of Gengas were filed, and the hearings on this plan
were consolidated with the Section 11 (b} (2) proceedings. On
Angust 12, 1944, a revised plan was filed jointly by Agecorp and Gen-
gas, which provided for the distribution by Gengas of either cash

. or securities of its subsidiaries among its public security holders.
‘There would remain no claims against Gengas except those held by the
trustees of Agecorp, who would turn in their holdings and receive in
exchange an entire issue of new common stock of Gengas. This plan
was approved by the Commission on July 25, 1945.% By orders dated
October 15, 1945 and October 22, 1945, the District Court of the
United States for the Southern District of New York approved
and ordered enforcement of the plan. As explained below, Gengas
during 1945 disposed of all of its holdings in Florida Power Corp. by
public sale, so that at June 30, 1946, its sole subsidiary was South
Carolina Electric & Gas Corp.  Following the close of the fiscal year
(engas distributed its remaining holdings to the common stockholders
of its parent and dissolved, _

On April 24, 1944, Gengas, Georgia Power and Light Co., a subsid-
lary of Gengas, and Florida Power Corp., an associate of Georgin,
filed a joint plan proposing, among other things, the recapitalization
of Georgia. The proposal included the donation by Florida to Geor-
gia of $1,400,000 1n cash to be used in part for the reduction of the
mortgage debt of Georgia and for a cash payment in the amount of
$150 per share in full satisfaction of the claiins of the public holders
of preferred stock of Georgia for par value and arrearages. The
proposed plan of recapitalization, together with the related donation
and an issue and sale by Florida of preferred stock through competi-
tive bidding, was approved by the Commission on January 23, 1945,
subject to the condition that Georgin divest itself of its ice and water
properties within 1 year. The plan was approved by the United
States Distriet. Court for the Middle District of Georgia on April 7,
1045, Subsequent to the approval of such plan, the common stock of
Florida held by Gengas was sold at competitive bidding pmrsuant to
an order of the Commission granting approval to such transaction

On September 29, 1943, the Commission instituted Section 11 (b)
(2) proceecings with respect to Tide Water Power Co., a subsidiary of
Gengas, raising the issue whether the voting power of Tide Water
was fairly and equitably distributed. After appropriate hearings,
the Commission issued its order providing, among ether things, for
a recapitalization of the company by substituting a single class of
cormnon stock for the then outstanding classes of stock.® Thereafter,
Tide Water filed a plan to comply with the Commission’s one-stock
order.® The plan was approved on December 22, 19445 subject fo
reservation of jurisdiction as to the percentage of new common stock
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to be received by Gengas, On February 12, 1946, 3.5 percent of the
new comuion stock was allocated to Gengas.®

On March 30, 1945, a plan of reorganization was filed by York Rail-
ways (0., a debtor in possession under Section 77B of the Bank-
ruptey Act, in a proceeding which had been pending since November
30, 1987. The plan provided for the raising of sufficient cash to pay
all public creditors and preferred stockholders the full amount ot
their clanns and for the liquidation of York Railways Co. The plan
was approved by the Commission on December 10, 1945, and subse-
quently by the United States District Court for the Eastern District
of Pennsylvania.

On September 30, 1941, the Commission instituted proceedings
under Section 11 (b) (2) with respect to New England Gas and Elec-
tric Association {Negea), a registered holding compuany. Adter hear-
ings were held but prior to the final order of the Commission, the
trustees of Ageco and Agecorp and a subsidiary company in the Asso-
cinted system instituted proceedings in both a State and Federal court
asserting claims against Negea arising from various transactions in
the years 1950 and 1932. It appenared to the Commission that hefore
a determination could be made with respeet to the recapitalization of
Negea, the validity and rank of the asserted claims would have to be
resolved. The Commission, therefore, institnted further proceedings
with respect to these claims® On March 29, 1945, Negea filed a plan
of recapitalization pursuant to the provisions of Section 11 (e).*
During the course of the hearings on this plan, extended discmssions
were held among the interested parties, including committees repre-
senting holders of New England debentures and fivst preferred shares.
"These discussions resulted in the filing by New England of an amended
plan dated March 21, 1948, which was supported by all interested
parties and the committees. The stuted purpose of the amended plan
was to effectuate the provisions of Section 11 (b} (2) and the scttle-
ment of the various controversies referred to above. After hearings,
the Commission, on June 24, 1946, issued its order approving the
amended plan By order dated July 17, 1946, the District Court
forr the District of Massachusetts approved aud ordered enforcement
of the nmended plan. _ i }

On March 11, 1946, Associnted Electric Co. and two of its sub-
sidiaries, Penngylvania Electric Co. and Pennsylvania Edison Co.,
jointly filed a plan pursuant to Section 11 (&) of the Holding Company
Act under which, among other things, the assets of Pennsylvania Edi-
son Co. were to be {ransferred to Pennsylvania Electric Co., the hond-
holders of Pennsylvatia Edison Co. were to receive the redemption
value of their securities, and the preferred shaveholders of such com-
pany were to receive the liquidation values rather than the redemp-
tion values of their securities. On March 26, 1946, the Commission
instituted a proceeding, pursuant to Section 11 (b} (2) and other Sec-
tioms of the Act, directed to Associated Electric Co. and Pennsylvania
Edison Co. and consolidated such proceedings with the other pro-
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ceedings.® On June 19, 1946, the Commission approved the plan in
part by permitting the transfer of the assets and the payment of the
redemption value of the bonds to the bondholders of Pennsylvania
Edison Co. The Commission also permitted the immediate payment
of the liguidation values to the preferved shareholders of Pennsyl-
vania Edison Co. buf reserved jurisdiction to determine the additional
amounts, it any, the preferred shareholders of Pennsylvania Edison
Co. should receive. One million dollars cash was deposited in escrow
by Associated-Electric Co. for such additional payment as might ulti-
mately be determined.s

7. Standard Power and Light Corporation—Standard Gas and Eleetric
Company

Section 11 (b) (1) proceedings were instituted by the Commission
with respect to Standard Power and Light Corp. {Standard Power),
Standard Gas and Electric Co. (Standard Gas) and their snhsidiaries,
following which SBection 11 (b) (2) proceedings were instituted with
respect to Stundard Power.  After subsequent hearings, the Commis-
sion issued an order requiving the liquidation and dissolution of
Standard Power.™ A dissolution plan for Standard Power was ap-
proved by the Commission on February 22, 1945, -

A Section 11 (e) plan filed by Standard Gas and ihe proceedings as
to this plan were consolidated with the Seetion 11 {b) (1) procecdings.
After hearings und oral argmment, the Commission issued its findings
and opinien, stating that it could not make the findings necessary for
approval of the plan.™ ~An amended plan subsequently submitted by
Standard Gas was approved by the Commission.?

At the request of Standavd (as, npplication was made by the Com-
mission to the United Siates District Court for the District of Dela-
ware for an order of enforcement of the amended plan. The disirict
court withheld approval of the plan on the basis that note and deben-
ture holders were not being paid off in eash. '

Approval was given, however, to the proposed allocation among
stockholders.  The Commission, Standard Gas, and several other
parties to the proceedings appealed from the district court’s decision
to the United States Circuit Cotirt of Appeals for the Third Circuit.
The latter court’s decision, rendered on September 14, 1944, reversed
the district court and wpheld the Commission’s finding that the
amended plan was fair and eguitable to the note and debenture holders,

Subsequently, Standard Gas filed 2 motion with the distriet court
requesting an ovder of the court disapproving the amended plan for
recapifalization as unfair and inequitable becanse of changed con-
ditions.  The company’s motion also stated that it proposed first to
borrow money with which, together with treasury cash, to eall the
notes und debentures and, secondly, to pay off bank notes then out-
standing by the sale of portfolio securities. Such right of Standard
Gas to call the notes and debentures was upheld in a decree of the
United States District Court for the District of Delaware, jssued on
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December’29, 1945, and amended January 9, 1946. The Court also
held that the securities should be catled within 30 days or within such
further time as the Commission might grant.™ By order dated Feb-
uary 26, 1946, the Commission approved the issuance and sale of bank-
loan notes and authorized the call and payment of the notes and,
debentures.™

Northern States Power Co. (Delaware) filed its plan of liguidation
pursuant to Section 11-(e) concurrently with the Commission’s jnsti-
tution of proceedings pursuant to Section 11 (b} (2) and other Sec-
tiong- of the Aet avith respect to that company and each of its
subsidiaries. After extensive hearings on the original plan and pro-
posed amendments the Commission 1ssued an order approving the
plan, as amended, subject to certain reservations of jurisdiction.™
On January 2, 1946, the Comunission applied to the United States
District. Court {Minnesota) for enforcement of the plan. Subse-
quent to this application for enforcement, but prior to the date set
for hearing, the Commission received numerous objections to enforce-
ment of the plan and reccived suggested nmendments by stockholders
who stated that changed conditions made modification of the plan
necessary. At the Commission’s request the court granted a con-
tinnance for the purpose of considering the alternative plans. Hear-
ings have been held thereon, briefs filed, oral argument heard and the
matter is now hefore the Commission for decision,

Proccedings oun the plan of recapitalization filed pursuant to Section
11 (e) by Southern Colorado Power Co., a subsidiary of Standard Gas,
were consolidated with those instituted by the Commission under
Section 11 {h) (2). The company’s plan was approved by the Com-
mission after the filing of certain amendments ™ and later by the
United States District Court in Colorade. A group of preferrved
stockholders appealed from the district court’s decision to the United
States Circuit Court of Appeals for the Tenth Circuit, which upheld
the decision of the lower court, The Supreme Court denied wril of
certiorari, and on June 26, 1045, the District Court for the District
ot Colorado entered its order declaring the plan effective as of June
30, 1945,

8. Columhia Gas & Electric Corporaiion

Section 11 (b) (1) and (2) proceedings which were commenced
with respect te Columbia Gas & Electrie Corp. (Columbin) were
consolidated with the company’s Section 11 (e) plan. Such plan
provided for the sale by Columbia Oil & Gasoline Corp., a subsidiary
of Columbia, of its interest in Panhandle Kastern Pipe Line Co.,
the transfer of its five oil and gasoline subsidiaries to Columbia, the
liquidation of Celumbia Oil & Guasoline Corp., and other related
matters. The Commission’s erder ™ approving 'this volantary plan
was affirmed by the United States Cireuit Court of Appeals for the
Third Cireuit,”” and the United States District Court for the Distriet
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been filed with the Circuit Court of Appesrls for the Thivd Circuit by a debenture holder.
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of Deluware entered its ovder upproving the plan®® Further pro-
ceedings were instituted by the Commussion with respect to sub-
stdiaries not included in the company’s 11 (e) plan, at the close of
hearings on which the Commission issned its findings, opinion and
order ® designating the properties of Columbia which might be re-
tained and reserving jurisdiction with respeéct to retainability of the
remaining properties.

A further plan filed by Columbia under Section 11 {e}, providing
for its recapitalization, was opposed hy The United Corporation,
Liolder of 19 percent of the voting securities of Columbia. A modi-
fied program was later proposed, sponsored by both companies, which
]w'uvidcﬁ for the refunding of Columbia’s debt and retirement of
its préferred stock and for the sale of Columbia’s interest in The
Dayton Power and Light Co. and The Cincinnati Gas & Electric Co.

During the fiscal year, Columbia, in furtherance of the program
outlined above, disposed of its interest in Dayton for $51,467,670, dis-
solved o subsidiary, Coluinbin Corp., and with the procceds of the
sale of $22,000,000 in bank loan notes, plus treasury cash, refirved
£32,000,000 principal amount of outstanding debentures. Since the
end of the fiscal year, Columbia has disposed of its interest in Cin-
cinnati, redeemed its preferred stocks having an aggregate call price
of $119,848,075, retired its outstanding bank loan notes, and issued
$97,600,000 of new debentures. -

9, Niagara Hudson Power Corporation

The Commniission instituted proceedings pursnant to Section 11 (b)
{2) with respect to Niagara Hudson Power Corp. (Niagara Hudson),
and its subsidiary, Buflilo, Niagara and Eastern Power Corp. (BNE),
and their subsidiary companies. A public confercnce was thereafter
held to explove means of resumption of dividend payments on pre-
ferred stock of the two holding companies. A plan, prursuant to See-
tion 11 {e), was filed by the company providing for the congolidation
of principal public utility companies with BNE, the dissolution of
Niagava Hudson, and payment in eash of all accrued and wnpaid
dividends, The conseclidation, as contemplated, was disapproved by
the New York Public Service Commission on January 21, 1944,

The Commission later denied the application of BNE for exemption
as a holding company from provisions of the act insofar as applicable
to Section 11 (b) (2). The Commission’s order also required BNE to
substitute common stock for its then outstanding $1.60 cumulative
preferred, Class A and common stocks, and the extension of appro-
priate voting rights to its 5 preferred stock.s

Thereafter BNE and its pavent company, Niagara Hudson Power
Coryp., filed separate plans pursnant to Section 11 (e) providing for
the reorganization of BNE in order that the company might comply
with the Commission’s order. Both plans were substantinlly the same,
providing for payment of all arrearages on the first preferred stock of
BNE; the contribution by Niagara Hudson to BNE of $63,000,000
to be obtained by the former from treasury cash, the sale of portfolio
securities, and a bank Ioan in the amount of $40,000,000; the use of
such funds by BNE for the retivement of its second preferred stock;

BED T, Supp. OG5,
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the consolidation of BNE and three of its subsidiaries; and the re-
classification of BNE’s second preferved stock, Class A stock and
common stack into new common stock. These plans were approved
by the Commission on Octcher 4, 1945, and were consummated as of
November 1, 1945, ‘During the fiseal year, Niagara Hudson disposed
of its interest in Central Hudson Gas-& Electric Corp. ;

10. Intcrnalioual'H)'dro-E]eclric System

Proceedings involving International Hydro-Tlectric System
(THES) were Instituted pursuant to Seetion 11 (b) (2) and, after
appropriate hearings, the Commission ordered IHES to liquidate and
dissolve, finding that it performed no useful function.®  Subsequently,
the Commission ordered that Massachusetts Utilities Associates Cowm-
mon Voting Trust be lquidated and dissolved and that certain other
companies be eliminated from IHES.® A stockholder and director of
1HES fled petitions in the United States Cireuit Court of Appeals for
{he Sixth Circuit for review of the Conunisston’s ovder directing the
dissolution of IHES. This petition was dismissed, thereby sustaining
the order of the Commission®* In July 1043, IHES notilied the
Commission that, becaunse of certain asserted claims agninst its former
parent, International Paper Company, it would be impossible for it to
comply with the Commission’s order without the aid of court enforce-
ment. The Commission, therefore, instituted a proceeding under
Section 11 {d) to enforce compliance with its lignidation order and
the court appointed Bartholomew A. Brickley of Boston, Mass,, as
speciat counsel, to investigate certain transactions alleged to give rise
to a cause of nction on behalf of THES against International Paper
Company. On November 13, 1044, the court appointed Brickley as
trustee for THES und he has effectuated a settlement betsween the two
companies, which settlement was approved by the court on December
26, 19455

In 1944, New Englund Power Association and its subsidiary holding
companies filed an application for approval of a plan of simiplification
of the New England Power Association holding company system for
the purpose of complying with the provisions of Section 11 (b) (2)
and with the Commissian’s previous order. After hearings on that
plan were completed, the company was informally advised that the
plan would not serve to effectuate the provisions of Section 11 (b} (2)
and the Commission’s previous order, whereupon the company filed an
amended plan. .

After hearings had heen completed, oral argument heard and briels
filed on the ameunded plan, the Commission approved the plan as
amended on March 14, 1946.% On June 7, 1946, the plan was approved
by the United States District Court for the District of Massachusetts.®
Appeal from the district court’s decision is now pending in the Fivst

Arenit Court of Appeals.
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11. The Middle West Corporation

In connection with Section 11 (b) {1} proceedings with respect to
The Middle West Corp. {Middle West) and its subsidiaries, the
Commission ordered Middle West to sever its relations with its
stibsidiary companies, except Central. Illinois Public Service Co.
(Cips) and Kentucky Utilities Co. (KU) and its subsidiaries, juris-
diction being reserved with respect to the joint retainability of Cips,
KU and such interest as Middle West might obtain in Public Service
Co. of Indiana, Inc. in connection with the reorganization of Midland
United Co. and its subsidiaries.®®

On May 9, 1944, a further hearing was ordered to permit the intro-
duction of additional evidence with respect te the question of which
properties constituted the integrated system of Central and South
West Utilities Co. (Central) and with respect to the retainability of
certain other businesses, On February 16, 1945 2 and July 4, 1945 ==
the Commission entéred its opinions and ovders with respect to the
issues involved in the rehearing, finding that the major electric utility
properties of the subsidiaries of Central form a single integrated
system retainable by Central. The electric uiility properties of Olkla-
homa Power and Water Co., a subsidairy of Middle West, were found
to constitute a part of Central’s integrated system. Central was
ordered to dispose of its interest in its retail gas distribntion proper-
ties as well as its interests in certain small isolated electric properties
and was further ordered to dispose of its interest in certain of its
nonutility properties. Nearly all of the nonutility properties and
all of the isolated electric properties have been disposed of in com-
pliance with these orders. Ovders were entered by the Commission
approving refinancing of Public Service Co. of Olklahoma and Central
Power and Light Co., both subsidiaries of Central, on October 8,
10459 and December 13, 1945,* respectively.

Middle West acquired approximately 20 percent of the common
stock of Public Service Co. of Indiana, Inc,, n the reorganization of
Midland United Co. and its subsidiaries and, on August 23, 1945, a
hearing was ordered-concerning, among other things, the questions
reserved by the Commission in its previous order regarding the re-
tainability by Middle West of its intevests in Cips, KU, and Public
Service Co. of Indiana, Inc. and raising issues as to the continued
existence of Middle West. Hearings have been held but are not yet
completed. On September 5, 1945, the Commission approved the
snle of the gas and water properties of Public Service Co. of Indiana,
Ine. to Indiana Gas and Water Co., a newly formed subsidiary, pre-
paratory to disposal of such interest by Public Service.®

Central and American Public Service Co. (American), two sub-
sidiaries of Middle West, filed a joint application proposing a consoli-
dation of the two companies, The Commission instituted proceedings
under Section 11 (b) (2) and ordered that the hearings on the two
cases be consolidated. The proponents of the plan of consolidation
contended that preferred stock was necessary in the new company in
order to preserve the priorities of the holders of the prior lien and
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preferred stocks of Central and the preferred stock of American.
The Commission ruled that the new corporation could have only coni-
mon stock.®® The respondents filed o petition for review in the United
States Court of Appeals for the District of Columbia, which npheld
the order of the Commission.?” Thereafter, Central and American
filed an amended plan of merger to be effectuated through the issuance
of o single class of capital stock. The plan also provided that Middle
West would distribute to its stockholders the new shares of Central
allocated to Middle West. On March 11, 1946 the plan was further
amended, primarily with respect to a proposal to sell common stock
of the merged company at competitive bideing in an amount sufficient:
to retire the publicly-held preference stoeks of the two companies at
their call prices, subject to the right of the holders of such stocks to
exchange their shares under specified conditions for common stock of
the new company. It was proposed that the remainder of such stoek
be issued in exchange for the publicly-held common stock and for
the preference and common stocks held by Middle West. The plan
was approved by the Commission on April 30, 1946, and enforcement
was ordered on June 19, 1946 by the United States District Conrt for
the District of Delaware® The sale of the common stock of the
merged company at competitive bidding had not been consummated
at the end of the fiscal vear. |

Proceedings pursuant to Section 11 {h) (2) raised issues as to the
equitable distribution of voting power among security holders of the
North West Utilities Co. (North West) system, and also as to the
continued existence of North West, o snbsidiary holding company in
the Middle West system. The proceeding was consolidoted with n
plan of recapitalization of North West which had been submitted by
North West and Middle West. After hearings, the Commission held
that the proposed plan of recapitalization fell short of effectnuating the
provisions of Section 11 (b) and ordered that North West be liqui-
dated? Sale by North West of its subsidiary Northwestern Public
Service Co., was approved by the Commission on March 28, 1946.°
Recupitalization of North West’s vther subsidiary, Wisconsin Power
and Light Co. (Wisconsin), was approved on October 26, 1945, pre-
paratory to its disposal® A plan was filed by North West on April
92, 1946, proposing to distribute the common stock of Wisconsin held
by Novth West to the public preference stocklholders of North West in
at amount, as determined by competitive bidding, equal to the liqui-
dating value plus accrued dividends of such preference stock and to
distribute the balance of such common stock to its parent, Middle
West. Hearings have been held on the plan, but no decision has been
entered by the Commission with respect thereto.

12. Tlhe United Light and R:\ilwuys‘Compan_v

Procee.di‘ngs instituted pursuant to Sections 11 (b) (1) and (2},
with respect to The United Light and Power Co. (United Light), were
consolidated and the liguidation of United Light was ordered by the
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"Commission under the standards of Section 11. An important step
towvards liquidation involved the distribution of the common stock of
The United Light and Railways Co. (Railways), to preferred and
common stockholders of United Light, The Commission disapproved
the distribution orginally proposed by the company but theveafter
approved the plan as amended to allow the preferred stockholders
approXimately 95 percent of Railways common stock. On June 30,
1543, Judge Leahy, of the United States District Court of Delaware,
entered an order enforcing the plan (51 F. Supp. 217) and on April
10, 1944, the United States Circuit Court of Appenls for the Third
Cirenit alirmed the order (142 TP, (2d) 411), A petition for ecertiorard
to the United States Supreme Court was granted on June 12, 1944
(22 U. 8. 724). On January 29, 1945, the Supreme Court rendered
its decision aflirming the Commission’s approval of the plan.® Iol-
lowing this decision, United Tight accomplished its liquidation and
dissolution in compliance with the Commission’s initial orders.® Rail-
ways, which lias two subsidiary holding companies, American-Light
& Traction Co. (American Light), and Continental Gas & Electric
Corp, (Continental}, thus became the top holding company in the
system.

On June 2, 1945, the Commission issued a memorandum opinion,
concluding that the most appropriate means for achieving compliance
with its order requiring Ratlways to dispose of its interests in certain
subsidiaries was the Liquidation and dissolution of American Light
and the disposition by Railways of all securities received by it in such
liquidation.  To accomplish this, American Light on July 2, 1945,
filed an amended plan of liguidation and dissolution. This is to be
aceomplished by a retirement of its preferred stock by a cash payment
to the holders thereof and by a pro rate distribution of the remaining -
assets to the comumnon stockholders.  This liquidation was held neces-
sury to effectuate the provisions of Section 11 (b), since the continued
existence of such company served no useful purpose. The principal
point at issue in this plan relates to the amount which should be paid
to the holders of the company’s noncallable 6 percent preferred stock.

After hearings and oral argument the majority of the Commission
conelucled that the plan providing for the relirement of the 6 percent
noncallable eumulative preferred stock by payment of cash equivalent
to the liquidating preference of such stock, 4. e., $23 a share, could not
be found fair in that it did not provide the equitable equivalent of the
investment value of the liquidated stock.® Tt was held that $83 per
share would represent such investment value of the stock and that the
plan must be so amended to be fair and equitable. Before such an
amendment was filed, changes occurred in the membership of the Com-
mission and a motion for a reconsideration of this point was granted.®
Reargument was heard August 27, 1946, and the matter has been taken
under advisement.

During the 194G fizeal year Railways and Continental filed a
plan under Section 11 (e) proposing sale of the stock interests
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in four companies ¥ to be received by Railways upon the lignidation
of American Light. It is proposed to use these proceeds to retire
senior securities. Other divestments and retirements are also pro-
posed, together with intrasystem adjustments necessary to comply
with the Commission’s order. -

In May 1946 Continental sold its interest in Columbus and Southern
Ohio Ilectrie Co., represented by 744,455 shares of common stoclz, to
underwriters at competitive bidding. Proceeds to Continental aggre-
gating $38,115,352 were used to retire $20,000,000 principal amount
of 134 percent secured T-year notes and the balance of the proceeds
were applied to the prepayment of its $30,000,000 principal amount of
214 percent unsecured 10-year notes.™ : :

13. American Water Woarks and Electric Company, Inc.

This was the first registercd holding company Lo file a corporate
simplification plan pursuant to Section 11 (e). The plan contemplated
no divestments of any of -the utility propertics or utility investments
of the system, but did provide for the elimination of several “secowd-
degree” holding company relationships and for cevtain other intra-
system readjustments. Consummation of the main -fentures of the
plan was contingent upon the accomplishment of extensive vefinancing.

The Commission approved the plan, with various modifications and
reservations, holding that the applicant’s interests in certain ngri-
cultural properties in California and in an oflice building in New York
were not retainable, and that the distribution of voting power in the
system was not. fair and eqnitable; it reserved jurisdiction with respect
to the retention of American’s interest in a water subholding company
to afford it an opportunity to increase its equity therein and to recap-
italize it; and also reserved for future consideration the question of
adjustments of wrile-ups of system properties and investments.

Since the date of this order, American has sold the agricultural
properties and the office building veferred to above; has voluntarily
disposed of a portion of its interests in transportation, lbridge, and
water businesses; has eliminated or arranged for the disposition of
certain write-nps in the property nccounts of its electric and gas
subsidiaries; and has effected some of the intrasystem adjusiments
required. There are presently pending hefore the Commission two
plans to bring o major portion of the American system into conformity
with the requirements of Section 11. One of these plans proposes the
divestment by American of substantially all the water properties of
the system throngh the consolidation of these properties under u single
water works holding company whose securiiies would be held outside
the American system; the other plan proposes the liquidation of
Ameriean itself; leaving The West Penn Electric Co. as the top holding
company for all the subsidiaries of American other than those which
are to be divested. These plans are to be followed by other plans re-
lating to the corporate sivucture of The West Penn Electric Co. and
its subsidinries.

1 Detroit Edison Co,; Madigon Gas and Eleetrie Co.; Mickigan Consolidated Gaz Co.;
and Milwankee Gas Light Co.

1 Holding Company Act Releuse No. 6621,
B2 8, 0.0 972 (1937).
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]1-1-. Engineers Public Service Company .

In Section 11 (b) (1) proceeding regarding Engineers Public Sery-
tee Co. (Engineers) and its subsidiaries, the Coinmission ordered Engi-
neers to dispose of its interest in Puget Sound Power & Light Co. and
The Key West Electric Co. The Commission initiated Section 11 (b}
(2) proceedings with respect to a subsidiary of Engineers, The Western
Public Service Co. (Western), a. Maryland “corporation.’*  Subse-
quently, the Commission approved the sale of Western’s Nebraska and

outh Dakota properties.* Western then redeemed its publicly held
securities and liquidated.’® The Commission orderved the divestment
ol the remaining properties in the Engineers systen except the electric
utility properties of Virginia Electric and Power Co., allowing Engi-
neers, however, 15 days within which to petition for leave to retain
instead the electric utility properties of Gult States Utilities Com-
pany.*¢  Engineers appealed fo the United States Court of Appeals
for the District of Columbia, which on November 22, 1045 rendered an
opinion upholding the Commission’s order in most, respects but setting
it aside upon the ground thut the Commission had misinterpreted the
so-called incidental business clause of Section 11 (b) (1). The
Court indicated also that Engineers must be given » further right to
designate the principal integrated utility system which it desired to
retaim.  Both Engineers and the Commission filed petitions for writs
of certiorari in the Supreme Court of the United States.  On June b5,
1944, the petitions were granted. Oral arguments were made bafore
the Supreme Court in November, 1945.  Becnuse of the death of Chief
Justice Stone, there was lack ol a quorum of Justices and the matter
was placed on the Court’s calendar for reavpument during the fall of
1946,
. Enginecrs has divested itself of its interest in Puget Sound Power &
Light Co., The Key West Electric Co., El Paso Natural Gas Co., El
Pazo & Juarez Traction Co., Baton Rouge Bus Co., The North Kansas
Power Co., Missouri Service Co., Savannah Electric & Power Co., and
the transportation businesses conducted by El Paso Electric Co.
(Texas) and Virginia Electrie and Power Co,

On September 10, 1845, Engineers filed o plan under Section 11 ( )
for the divestinent of its interest in two of ifs public utility subsidiary
companies, namely, Gulf States Utilities Co. and El Paso Electric Co.
{(Texas), the Lwo remaining subsidiaries of Engineers ordered, divested
by ihe Comnmission. The plan thereafter contemplates the liquidation
and dissolution of Engineers. Hearings have been concluded on the
planasamended. Oral argument wus heard before the Commission on
September 5, 1946 and disposition of the matter is being considered.

15. The United Corporation

- Proceedings, which the Commission had instituted under Sections
11 (&) (1) and 11 (&) (2) with respect to The United Corp. (United),
were consolidated for hearing with a plan filed by United under Sec-
tion 11 (e). In its plan, United proposed to reduce its holdings in
each of its statutory subsidiaries to less than 10 percent of the out-
standing voting securilies and, pending such reduction, to refrain from
3 Holding Company Releases Nos. 2897 and 2598, i
" Holdirig Company Act Releases Nos, 3230 and 5245,
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voting the securities without the prior npproval of the Commission.
After extensive hearings, the Commission disapproved United’s plan
and, pursuant to Scetion 11 (&) (2), ordered that United change its
existing capitalization to one class of stock and cease to be a holding
company.’, C

On June 27, 1944, United filed another plan pursuant to Seetion 11
(e} which provided for the exchange of substantially all of its hold-
ings of the common stocks of Thiladelphia Electric Co. and Delawnre
Power & Light, Co. {Delaware), plus eash for approximately one-half
of its outstanding preferved stock?* The plan was subsequently
amended to provide for the exchange of only the Philadelphia Electrid®
Jompany common stock and an increased wmount of cash. The plan;
as amended, was approved by the Commission on November 24, 1044 10
and has since been ennsmnmated. . ‘

On January 17, 1945, United filed o plan pursuant to Section 11 (e)
providing for the exchange on a voluntary basis of two shaves of the
common stoclt of Delaware und $5 in casﬁ for ‘outstanding shares of
United’s $3 cumulative preferred stock. . The plan wus subsequently
amended to provide for the payment of 56 in lieu of the $5 in eash
as originally proposed.  The plun, as amended, was approved by the
Commniission on June 9, 1945, and has also been consammated.

During the fiscal year, United disposed of a portion of its holdings
of Columbia Gas & Electric Corp. commeon stock by sales in the market
and tendered to The United Gas Improvement Co. (UGIL) a portion
of its holdings of common stock of that company pursnant to the ex-
change plan deseribed previously (under the leading, “The United
Gag Improvement Co.”). As a result of this plan United’s interest
in the common stack of UGT was reduced to approximately 8 percent. of
such stock outstanding.  Since the close of the fiseal year, United filed
a declaration, which the Commission permitted to become effective, to
purchase in the open market its preferred stock in an amount not to
exceed 5,000,000

On June 12, 1946, the Commission instituted proceedings under
Sections 11 (3) (1) and 11 (&) (2) with respeet to Public Service
Corp. of New Jersey (Public Service), o subsidiary of United, and
all of its subsidiuries, Since the close of the fiscal year, Public Service
filed a plan pursuant to Section 11 {2). This plan provides for the
dissolution and liquidation of Public Service upon completion of cer-
tain steps and the transfer of its assets to and the assumption of its
liabilities by its principal subsidiary.

16. Midlund Realization Company und Midland Utilities Company

On Apyil 7, 1045, the United States Distriet Court for the District
of Delawure confirnied & modified plan of reorganization wherein
Midland United Co.—the name of Midiand Realization Co. (Midland
Realization) prior to the reorganization—and Midland Utilities
Co. (Midland Utilities) were jointly reorganized® The modified
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plan provided, among other things, that Midland Realization and Mid-
land Utilities would merge, and that such merged company would
liquidate its assets expeditiously. On March 14, 1946, a proposed
moadification of the plan was filed pursnant to Section 77B of the Bank-
ruptey Act and Section 11 (f) of the Holding Company A.ct, wherein
the requirement of the merger of Midland Realization and Midland
- Utilities was to be eliminated. In lieu thereof, the liquidation of the
twb companies was to be accomplished by a distribution to the public
holders of the two reovganized companies of most of the shares of
the common stock of their prineipnl subsidiary, Northern Indiana
FPublic Service Co., the sale of the halance of such stock through a
public offering, and the distribution, as a liquidating dividend, of the
remaining nssets consisting of treasury cush and the cash proceeds to
be renlized from the sale of thelr interest in the only remaining sub-
siliary, Indiana Service Corp. (Indiana Service).® After the close
of the fiscal year, both the Comunission and the reorganization court
approved the proposed modification.

A plan of corporate simplifiecation for Indiana Service wag filed
by its parvent, Midland Utilities, on October 29, 1945, under Section
11 (e) of the Act. On May 7, 1946, an amendment was filed thereto
providing for the elimination from the security structure of Indiana
Service of its existing demand notes payable to Midland Utilities,
It further provided for the elimination of the present preferred.and
commuon stocks; the issnance of new common stock; the sale of such
new common stock to American Gas and Electrie Co., a subsidiary of
Tlectric Bond and Share Co.; and the distribution of the proceeds
sherefrom to Midland Utilities and thé preferred stockholders of
Tncliana Service. Hearings were held and the matter was pending at
the end of the fiseal year.

17. New England Public Service Company

Tlhie Commniission issued a Section 11 (b) (2) order with respect to
New England Public Service Co. (NEPSCQ) directing it to recapi-
talize on a one-stock basis or to liquidate. Soon thercafter the com-
pany filed a plan for the stated purpose of complying with the appli-
cable provisions of Section 11 of the Act.  One public utility company
of this system {(Cumberland County Power & Light Co.) has
been eliminated by merger into Central Maine Power Co. and another
{Twin State Gas & Klectric Co.) through conveyance of its properties
Lo Public Service Co. of New Hampshire and Ceniral Vermont Public
Service Corp.®®* On December 19, 1944, on the application of Central
Maine Power Company, the Commission approved a plan for the
divestment of Portland Railroad Co., a nonutility subsidiary.?* On
February 3, 1945 certain common stockholders filed a bill of com-
plaint in the Supreme Judicial Court of Maine seeking a rescigsion
of the sale of Portland Railroad Co. Hearings have been held and
the matter is now pending hefore that court.

On October 25, 1944 NEPSCO filed an amended plan of reorgan-
ization.® Subsequently, the company again amended its plan de-
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leting thevefrom all reference to the distribution of its interest in
its nonutility subsidiaries to its own security holders. An applica-
tion was filed by NEPSCO for the approval of a plan regarding the
sale of it holdings in its industrial subsidiaries and extensive hearings
were held on this phase of the umend®d plan. On Qctober 11, 1945,
the Commission approved the sale of the -industrial subsidiaries to
a bhanking group for a consideration of $16,500,600.2° The sale by
NEPSCO of its industrial holdings wuas approved by the United
States District Court for the District of Maine (Southern Division}.
An unsuecessful bidder and a stockholder of NEPSCO have filed
petitions 11i the United States Cirenit Court of Appeuls for the First
Circuit for review of the Commission’s order of October 11, 1945.
They have alse appealed from the District Court’s order. At the
end of the fiscal year proceedings were still pending in the courts with
respect to the sale of the industrial subsidiaries.

18. Federal Water and Gas Corporation )

On December 81, 1942 proceedings were instituted by the Com-
mission with respect to Federal Water and Gas Corp. (Federal) and
its subsidiaries under Sections 11 (&) (1) and 11 () (2). The Federal
system at that time consisted of a number of utility and nonutility
companies conducting water, natural gas trunsmission and distri-
bution, manufactured gas distribution, and electric operaiions in a
number of widely separated States. Iedernl’s principal subsidiary
was, and is, Southern Natural Gas Co., a registered holding company
controlling four gas utility subsidiaries in Alubama, one in Mississippi
and one in Tennessee, and directly owning and operating a natural
gas pipeline extending.from Texas into Georgia. Southern Natural’s
utility subsidiaries inPMississippi and Tennessee (Mississippi Gas Co.
and Chattanooga Gas Co., respectively) were formerly controlled
divectly by Federal, but were sold by Federal to Southern Natural in
June 1046 pursuant to Federal’s Section 11 {¢) plan® This plan also
provided, among other things, for the distribution of Federal’s inter-
est in Southern Natural to Federal’s stockholders and for the elimina-
tlon of Federal as a separate corporation, as to which provisions the
Commission reserved jurisdiction. The plan also provided for the
disposition by Federal of its interests in all its other subsidiary com-
panies, provided, however, that before disposing of its security hold
ngs in Peoples Water and Gas Co., Seranton-Spring Brook Water
Service Co., and New York Water Service Corp., these compantes be
recapitalized. The Commission approved the latter provisions of
- Federal’s plan and directed that steps be taken to carry out those
provisions.® In addition, Wedernl, Pennsylvania Water Service Co.,
and Seranton-Spring Brook were directed to canse the elimination of
Pennsylvania Water Service Co. and the 63 inactive subsidiaries of
Seranton-Spring Brook, Federal has caused the elimination of 62
inactive subsidiavies of Scranton-Spring DBrook and has disposed of
its interests in 15 companies {in addition to the above-mentioned snles
to Southern Natoral) and of the bulk of the properties of Alabama

* Holding Company Act Release No. 6123, ~

1 Holding Company Act Release No. 8738,
2 Holding Company Act Release No. 4113,
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Water Service Co. After extensive hearings, TFederal’s plan for the
recapitalization of Scranton-Spring Brook was approved by the Com-
mission in March 1946.2 Federal 1s under obligation to dispose of
its holdings of Seranton’s new common stock received by Federal as
a result of the vecapitalizatiod. Hearings have been completed on
Federal’s plan for the reorganization of New York Water, und this
matter is now pending bhefore the Commission. .

Federal itself was recapitalized in 1941. Omne aspect of that re-
organization, relating to the Connnission’s decision therein that offi-
cers and directors of Federal should not be permitted o profit on
sccurities of Federal purchased by them during the pendency of the
reorganization, was appealed to the Supreme Court, which set aside
the Commission’s order and remanded it to the Commission.® In
February 1945 the Conunission issned its findings, opinion and order
reaffirming its previous determination.® This ovrder was reversed by
the United States Court of Appeals for the District of Columbia in
February 1946,% whereupon the Commission petitioned for a writ of
certiorart which was granted by the United States Supreme Court
in May 1946. '
19. Ogden Corperation

Ogden Corporation {Ogden) is a successor corporation to Utilities
Power & Light Corp. which went into hankvuptey in 1937, A plan
of reorganization approved by this Commission provided, among other
things, that Ogden would divest itself of all 1ts interests in utility
companies.®® Section 11 procecdings were instituted with respect to
Ogden by the Comnission and were consolidated with o Section 11 (e)
plan of Ogden. The Commiszsion approved certain provisions of
the Ogden plan and ordered Ogden to divest itself of all its interests
in public utility companies and eliminate itself as a public ntility
holding company.® Ogden has divested itself of its Interests in
Derlry Gas & Electric C?)l'p.._. Missouri Natnral Gas Co., The Laclede
- Gas Light Co. (Laclede), and Missouri Electric Power Co., which
represent, all of its interests In utility properties except those of Inter-
state Power Co. (Interstate) and certain residual nssets of Ceniral
States Power and Light Corp. ({Central States). Preliminary to
Ogden’s divestment of its interest in Laclede, the latter company
underwent a thoréngh-going reorganization in conformity with the
provisions of Section 11 (b} {2}.* Hearings have been held on a
plan for the reorganization of Interstate and the divestment of
Ogden’s interest therein, such plan providing for the company’s re-
organization while leaving for later determination the question as to
whether Ogden’s holdings in-Interstate should be suhordinated, mn
whole or in part, to Interstate’s publicly held debentnres and pre-
ferred stocks!  Hearings are in progress on a plan for the distribution
of the remaining assets of Central States. The assets of that com-

2 Holding Company Act Relenses Nos G408, 6510, and 6602, L

M Pig U. §. 80, For u discussion of tle ssues in this case see the Commission’s Tenth
Annual Report, page 118, .

2t Folding Company Act Rcelense No, 5634 3 .

® Ohencry Corp. v, 8. H F. {2d) —— (. A. D. C. I'ch. 4, 1948).

B5 8 B C, 483, .

3 Halding Compnny Aef Heleage No, 4207, _

= Holding Company Act Releases Nos. 3062 and 5071,
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pany, consisting principully of cash, will be distributed upen a deter-
mination of the rights of the various classes of security holders, which
involves the issue as to whether any portion of the seeurities of Central
States held by Ogden should be snbordinuted to the claims of public
gecurity holders. '

_ In April 1946 the Commission granted Ogden’s application regard-
ing a general program for the acquisition for investment purposes of
nonutility sccurities and assets.® .

20. Long Islund Lighting Company .

On October 25, 1943, Long Island Lighting Co. and three of its
public utility subsidiary companies, Queens Borough Gas and Elec-
tric Co., Nussau & Suffolk Lighting Co., and Long Beach Gas Co.,
Inc., jomtly filed a comprehensive plan under Section 11 (¢} of the
Holding Company Act proposing the consolidation of the four com-
panies, the recapitalization of the resultant consolidated company, and
the distribution of the preferred and common stocks of the recapital-
ized consolidated corporation to the public security holders of the
constituent companies. On November 9, 1945, the Commission insti-
tuted proceedings pursuant to Section 11 (&) (2) with respect to each
of the companies and consolidated the proceedings.® Testimony in
the consolidated proceedings was taken from time to time and the
hearing was closed subsecuent to the end of the fiscal year.

On August 22, 1945, Kings County Lighting Co. (Kings), a subsid-
iary of Long Island Lighting Co., ﬁlet% a plan pursuant to Section
11 {e) of the Holding Company Act with respect to its recapitalization
and the redistribution of the preferrved ind common stocks of the
recapitalized company among its existing stockholders. On August
27, 1944, the Commission instituted proceedings pursuant to Section
11 () (2) direcied to Long Islund and Kings and consolidated the
two proceedings.® On April 17, 1946, Kings filed an amended plan
pursuant to Section 11 {¢) of the Act, which the Comunission consoli-
dated with the prior proceedings® The hearing in the conselidated.
proceedings was closed on June 4, 1946, and at the end of the fiscal year
the matter was pending.

REGULATION OF SLCURITY ISSUES

o

Volume of Financing

In the fiscal year ended June 50, 1946, the Commission declared
effoctive 117 applications and decluiations pursuant to Sectlons 6
and 7 of the Act, pertaining to the issuance of sccurities totaling
$2,874,5865,967.* For the preceding year, 71 such applications were
declared effective with respect to $1,3014,522,550 of securities. The

= Holding Company Act Release No. 6564,

T Hulding Company Avt Itelense No. (G218,

3B Haolfling Company Act Release No. 6011,

3 ITglding Company Act Release No. 6560,

@ At the heginning of the 1846 fiscal year, 94 applications and declirations under Sec-
tions € and 7 were pending and 259 were flled during the year, OFf {hese, 241 were declared
effcerive, 7. were withdrawn and 1 denied, leaving 106 pending at the elose of the fiscal year,
Of the 241 effective deelarations and applications, 197 pertained to security issuance, 35 to
alteration of rights, and 9 to assumption of llability.
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following table classifies the securities involved during the past fiseal
year by type of issue:

Suwmmeary of cffective security issues under Scotions 6 (b) and 7 of the Public
Utility Holding Company Act of 19351

. . .| Tuly1, 1945 to June 30,
1946
Type of issue
Amount Prrennt
Bonds_._____. ___| $1, 063, 197,000 44,8
Dehentures. .. B 36, 100, 000 1.5
Notes__.____.... 438, 277,000 18,5
Preferred stock. .. e 418, 185,000 17.6
Common stoek . .. 418, 206, 97 7.8
B PN 2,374,865, 867 100.0

. _ FThese figures do not include nutstan-ding issurs whase righis werc altered under Scctions 6 (a2} (2) and
7 ()., vor do thay include guaranters of other issues,

The past year witnessed a continuntion of the heavy debt refunding
program which has been in progress for the last decade. Many
utility companies refunded for a second time, as interest rates de-
clined to new low ground. TUntil January 1, 1946, tax considerations
facilitated these refunding operations since many of the companies
were in excess profits tax brackets and could reduce their net income
subject to excess profits tax by the amount of unamortized discount
and expense and call premiums applicable to the refunded issues.
After VJ-day the prospect of termination of the excess profits tax
further stimulated these refundings, with the result that very heavy
offerings were made during the fall of 1945. In October, alone,
approximately $210,000,000 ot debt security issues were approved
under Sections 6§ () and 7T,

During the year, utility bond issues were sold on the lowest interest
cost basis since the passage of the Act. For example, in February 1946,
Madison Gas and Electrie Co., sold at competitive bidding $4,500,000
principal amount of 30-year, first mortgage, 2% percent bonds at an
interest cost of 2.427 percent. Sixteen bids were received for these
bonds, 15 of which provided an interest cost of less than 2.50 percent.
Other high-grade issues such as those of Gulf States Utilifies Co.,
Philadelphia Electric Power Co., and Wisconsin Electric Power Co.,
involving amounts from $27,000,000 to $50,000,000, were sold at inter-
est costs between 2.50 percent and 2.60 percent. Preferred stocks were
likewise sold on a very favorable basis during the year, the cost of
moncy in some instances approaching 3.30 percent. '

COMPETITIVE BIDDING

Reflecting the volume of refunding during the 1946 fiscal year as
well as the growth in dispositions of .portfolio securities under Sec-
tion 11, the amount of securities sold under the competitive bidding
- requirements of Rule U-50 was nearly as largé as the combined volume
during the four preceding years of the Rule’s history. A total of
83 issues amounting to $1,642,000,000 was sold during the 1946 fiscal
year, bringing the total since May 7, 1941, the effective date of Rule
U-50, to $3,486,440,000, comprising 185 issues.
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Aside from the increased number of issues submitted to competitive
bidding by reason of the influences mentioned abave, the process of
competitive bidding has also been extended in two distinct fields.
In November 1943, for example, the Commission considered it neces-
sary to exempt from Rule U-50 the sale of $21,000,000 of Public Service
Co. of Colorado common stock because of the size of the issue and
because there were at that time few precedents for gauging public
acceptance under competitive bidding of such a common stock offering.
Prior to July 1, 1945, as a consequence, only eight issues of common
stock amounting to $47,784,000 had been sold at competitive bidding.
In contrast, the past'fiscal year has seen 16 common stock issues, aggre-
onting $215,787,000, sold under Rule U-50. These issues included
38,115,000 of Columbus and Southern Ohio Electric Co. com-
mon stock during May and $51,468,600 of Dayton Power and Light
Co. common stock in the month of June.

A second -extension in the practice of competitive bidding has
oceurred in connection with exchange offers on preferred stock. In
these cases, generally speaking, the holders of the old preferred stock
are given the right to exchange their holdings for new preferred stock
and an underwriting commitment is secured to cover any unexchanged
shares; sometimes, in addition, the underwriters assist in solieiting
the exchange of the old preferred for the new. The development of
competitive bidding in this field was bused upon experience with the
refinancing of preferred stocks by a variety of methods. During the
yenr the Commission approved a direct exchange offer without under-
writing by Cities Service Power & Light Co.** an exchange offer
coupled with underwriting by Columbia Gas & Electric Corp.,* and -
o reclassification of outstanding preferred stock pursuant to a vote of
stockholders by Rochester Gas and Electric Corp.#® In the case of
Columbus and Southern Ohio Electric Co.,** it was announced that in
future exchange offers the Commission would require as a minimum
that bids for effecting exchanges under dealer-manager arrangements
should be requested at least from a selected group of myvestment bank-
ing or other agencies qualified to perform the services inveolved ®
After considerable study of the general problem of competitive bid-
ding on preferred stock issues, the Commission in Oklahoma Gas and
Electric Co. announced its view that, as a matter of future policy,
preferred stock issues under the Holding Company Act should ordi-
narily be submitted to competitive bidding whether or not they involve
exchange offers.* ; )

Certain other important developments have occurred in connection
with the maintenance of competitive conditions required by Section
12 (d) of the Act. In the case of Western Light & Telephone Co.,
the Commission considered the question of whether an investment
banking firm retained as a financial adviser by the issuer of securities
might appropriately enter the bidding for such securities.” It was
concluded that any financial advisory services entailing the payment

* 4 Holding Company Act Release No, 5942,

2 Holding Company Act Release No. 6120,

7 Holding Company Act Releases Nos. 6133 and G340.

“ Holding Company Act Release No. 6150, .

@ Spp Pennsylvania Power Company, Holding Company Act Release No. 6140, in which
thig procedure was followed. .

i Holding Company Act Release No. 6440,

41 Holding Company Act Relense No. 5902,
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of a fee would necessarily involve continuing obligations to the issuer
meonsistent with the role of bidder tfor the securities with respect to
which advice hud been given. It was pointed out also that an invest-
ment banking house acting in the roleof financinl adviser may have
an anfair advantage over other bidders because of its early and close
association with the transaction. Accordingly, the Commission an-
nounced that investment banking firms: acling in such a capacity
would be considered ineligible to bid for the securitics involved.

The statutory standards regarding maintenance of competitive
conditions were also considered in the case of Standard Gas and Elee-
tric Co., which involved the sale of securities of & publie utility sub-
sidiary operating in Mexico.®* This transaction was not subject to
Rule U-50 inasinuch as the anticipated sales price wus less than
$1,000,000, The Cormmission held that, although a transaction may be
exempt. from the formal competitive bulding procedure prescribed by
Rule U0, proper maintenance of competitive conditions within the
meaning of Section 12 () requires that a vendor, having solicited
invitations for bids, must follow a selling procedure designeﬁ to afford
to all interested persons a fuir opportunity to make offers, and to
secure for the vendor the maximum price reasonably obtainable. Upon
a reoflering of the securities, the Connnission stated its view that-a
bid of “§10,500 plus the next highest bid” was not in legal effect a bid,
and cited court precedents in which bids of a similar character were
rejected as potentially destruetive of fair competition. The Com-
mission ul§o indicated in its opinion that in the event more than one
bid were submitted by the same party or by various persons under
common control, it would reject all such bids as improper.

In the case of Inierstate Power Co., the Commission disapproved
a sale of utility assets on the ground that the procedure followed by
the vendor was prejudicial to the competitive position of a prospective
buyer, and thus failed to atford all interested persons the equality of
opportunity to bid for the property required by the “maintenance of
competilive conditions” standard contained in’ Section 12 (&).*
Exempiions From Rule U-50

By the terms of Rule U-40, exemptions from the competitive bidding
procedure may be granted by the Commission under certain éircum-
stances. Apurt from the exchange of several issues of preferved stock
for outstanding shaves of old preferred, as diseussed above, exemptions
under Rule U-50 were granted during the past year in six instances
involving securities in the amount of $19,865,000. These exemptions
were grantod, in general, because the competitive bidding process was
found to be unsuited to the circumstances of the case or UNNecessary
in the light of the public interest. In the case of United Public Utils-
tics Corp., for example, an exemption was granted covering the sale
of securities to a neighboring utility compaiy, the Commission finding
that ownership and operation.of the properties by the acquiring com-
Pany were in the public interest,® '

Protective Provisions {for Seniar Securities

In the administration of Sections 6 and 7 of the act, which relate
to the issue and sale of securities by registered holding companies and

® Holding Company Act Relenges 1\.‘05. 6106 and GF37.
* Holding Company Act Release No. 6516
5¢ Holding Company Act Releage No, 6142
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their subsidiaries, the Commission has adhered to and further devel-
oped the policy of . securing inclusion in the corporate charters of
certain preferred stock plotecl,}ve provisions. During the past year
these .provisions have become gencrally standar dl/ed providing,
among other things, that. the holders of at least two-1hirds of the issue
must congent to the uuthorization of any prior ranking stock, the
alteration of existing preferred stock provisions, and the jssuance of
additional shares at a time when earnings are below a stipuliuted level.
Restrictions have also been placed upon  the issuance or assumption of
additional indebtedness and upon the merger or consolidation of the
company with other corporations. Preferred stockholders ave given
the right to elect a majority of the Bonrd of Directors upon defaule of
four qusutelly dividends.®

As an additional means of protecting sentor security holders, the
Commission has cantinued to insist upon suitable restrictions on the
payment of dividends where common stock equity wus considered
nadequate. For example, in the case of Western Light & 'elephone
0.7 the declavant agreed that

If at any limre the aggtegnte of the common stock and sarplus (common equity)
is or hecomes less than 20 percent of the total cupitalization, dividends on common
stock in any fiscal vear ghall be limited to 5O percent of net income available for
said eommon stock in gach fisenl year and whenevet sueh ratios shull be 20 percent
or more but less than 25 percent, then not more than 75 percent of the enrnings
acenmulated during sueh period otherwize available for such purpeses shall be
nsed therefor, Mo dividends shall be paid on common stack which will rednue
such ratio to less than 25 nercent.

Exempiions From the Provisions of the Aet

Fhe renewed application of Pacific Gas and Electric Co.*® under
Section 2 (&) (8) for an order decluring it not to be o subsidiary of
The North American Co., was granted by the Commission upon finding
that n substantial change in status had occurred since the entry of its
order of Septembher 10, 1941, denying the oviginal application.”
During the intervening period the ownership of North American In
Pacific had been reduced from 17.7 percent to 524 percent and of two
directors of Pucific elected by North American, one had alveady re-
signed while the other was plq)aled to resign when the disposition
of North American’s interest in Pacific had been completed.

During the past year the Commission granted exemptions to &
holding Lompanws under Section 3 of the Act and upoun applications
nnder Section 5 (d) ordered that the registration of 5 holding com-
panies shonld cease to be in effect. T enty-two small holding

compantes claimed exemnption from registration under Rule U-9, a1
claimed exemption under Rule U-2- (&) and 35 subsidiary holdmrr
companies were exempt from registration under Rule U-2 (b)
In the case of Texas Utilities Co. .“ the Commission had oceasion to
state that any automatic exemption availuble under Rule U-2 would
be terminated promptly pending adoption of protective provisions
in the preferred stock and completion of the originnl cost study of a
subsidiary company, thereby assuring that no procedural step counld

5 Jergey Central Power & Light Co., Holding (‘r.mrmnv Act Release No. 6637, anl Manun-
yahéla Power Co., Holding Company Act Relsuse Na. 5088, N

2 Folding Cnmp.lm Avt Release No. 50902,

% Holding Company Act Release No. 122,

51 Pacific GFas end Electric Co., Holding Company Act Release No. 2988, af°d 127 F. (24)

378, 139 F. (2d) 288 (C. C. A, 9th 19432, off'd 2324 U, 8, 826 (1945)
@ dmericen Power & Light o)), Holdlng Company Act Release \fo G138,
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be.auised to secure an exemption contrary to the public interest or to the
interest of investors or consumers.

COOPERATION BETWEEN THE SECURITIES AND EXCHANGE
COMMISSION AND STATE COMMISSIONS

During the past year the Commission has continued its established
policy of cooperating with other Federal agencies and with State and
municipal regulatory bodies in matters of mutual interest. This is
in keeping with the spirit and policy of the Act in which the Congress
inserted a number of specific provisions for this purpose. Reference
is made to the Eleventh Annual Report for a detailed discussion of the
principal Sections of the Act dealing with this matter.

The area of the Commission’s activities in which Statd commissions

- have the most direct interest embraces the regulation of operating

subsidiaries of holding company systems dnd usually relates to such
matters as the adequacy of depreciation, accounting practices, and the
removal of questionable items from property accounts. One of the
most interesting cases in this category which came before the Commis-
sion dnring the past yenr involved a refinancing operation of the
Jersey Central Power & Light Co.®® Through the cooperative efforts
of the Federal Power Commission, the Board of Public Utility Com-
missioners of the State of New Jersey, and this Commission, there
resulted a successful plan whereby senior secuvities of the company
were reduced, unantortized debt discount and expense on retired issues
was eliminated, and approzimately $10,000,000 of excess over original
costs was removed from the property account. An important factor
contributing to the feasibility of these adjustments was a capital dona-
tion of $5,000,000 by the company’s parent and, as o consequence of
all of the transactions, the total capitalization of the company was
reduced nearly §7,000,000. There were eight other financing cases
during the past year in which there were helpful interchanges of views
and information with interested State commissions.’” In one of these
cases the record of hearings before this Commission was veceived in
evidence at concurrent hearings before the two State commissions
having jurisdiction over the companies involved.®8

The volume of cases of the type described above seems to have ta-
pered off in recent years, apparently for the reasomn that the major por-
tion of the problems of this character have been disposed of through
the combined efforts of State commissions, the Federal Power Com-
mission, and this Commission. Turthermore, in the past few years
there has been a substantial increase in the number of reorganization
plans filed with the Commission for the purpose of complying with the

eographic integration and corporate simplification standards of
éection 11 (#). As a consequence the focus of cooperative efforts
apgea.rs‘to be shifting to integration.

‘Cooperation in this type of case has touched upon a wide variety of
circumstances, most of which relate to the divestment of operating

¥ File No, 70-1272. -

& Mountain States Power Cn., File No. 70-1090: Missouri Power & Lizht Co., Mile No.
70-1284 ; Milwaukee Electric Railway and Transportation Co., Tile No, 70-1236 ; Potomac
Edison Co., Flle No, 10-1065; Public Service Co. of New Hampshire, File No, 70-1230;
Pacific Power & Light Co., Northwestern Electric Co., File No. 70-1381: Alabama Power
_'_Cg:lqlgl{l}e No. 70-1226; Pennsylvania Electrie Co., Peansylvanja Edisen Co., Fpe No.

® Pacifle Power & Light Co., Northwesiern Electrle Co., File No. 701821,
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subsidiaries. During the past year the Commission has cooperated
with local leO'ulatmy bodies in Section 11 proceedings involving the
following companies:

Aflanta Gas Light Co., File No. u—1—131

Central Arizona nght & Power Co., B‘l]e No. 70-1156;

Chattanouga Gas Co., File No, 70-1145;

Minncapolis Gas Light Co., File Nos, H4-68 and 52-55;

Potomae Eleetrie I"ower Co., File No. 54-08;

Souihern Utah Power Co., ¥ile Kos. 54-125 and 52-27-1;

Tueson Gas, Electric Light & Power Co., File No. 70-1263.

The Act does not contain specific provisions for cooperation between
this Comiisgsion and State commissions in Section 11 eases, but, in
Section 19 of the Act, the Commission is required to admit any inter-
csted State, State cormmission, municipality, or other political sub-
division of : a State as a party in any proceeding before 1t. Pursnant
to this provision, the Commission has umionnly followed the policy
of inviting interested State commissions to participate in any pro-
ceeding wlhich may affect their work. As indicated by the above
cases, a number have taken advantage of this invitation.






PART 1V

PARTICIPATION OF THE COMMISSION IN CORPORATE
REORGANIZATIONS UNDER CHAPTER X OF THE BANK-
RUPTCY ACT, AS AMENDED

Chapter X of the Bankiruptey Act, us amended in 1938, affords ap-
propriate machinery for the reorganization of corporations (other
than railroads) in the Fedeval courts. The Commission's duties under
Chapter X ave, first, at the request or with the approval of the court,
to act as o participant in proceedings thercunder in order to provide,
for the court and investors, independent expert assistance on matters
arising in such proceedings, and second, to prepare, for the benefiy
new proceedings under Chapter X, one of which was filed at the re-
organization submitted to it by the courts in such proceedings. The
Commission has no statutor y right of appeal in any such proceeding,
aithough it may pmtlupate m Luppmls taken by others.

SUMMARY OF ACTIVITIES

The Commission aclively participated during the year in 104 re-
organization proceedings mvolving the 1L(|rmml/.ltlun of 127 com-
panies {104 principal debtor corpor aations and 23 subsidiary debtors) 2
‘The dgglegatc stated asscts of these 127 companies amounted to
$1,075,560,000 and their aggregate indebtedness was $1,513,821,000.2
Dmmo‘ the year, the Commission filed 1ts notice of appearance in nine
new meeedinﬂs under Chapter X, one of which was filed at the re-
quest of the judge and the remaining eight upon approval by the judge
ot the Conumsmons motion to putmpate These nine new pro-
ceedings invelved nine companies with aggregute stated assets of
$9,615, 000 and aggregate stated indebtedness of %11,636,000, Pro-
ceedmﬂs involving 14 principal debtor corporations and 2 snbsidiary
rlebt01s wele closed during the year.

At the close of the vear,  the Commission was actively participating
in 89 reorganization ploceethnﬂs involving 110 cmnpame% {89 princi-
pal debtors and 21 subsidiary debtors), with aggregate stated assets
of $1.918,142,000 and stated indebtedness of $1,260, 9‘)6 LS00,

COMMISSION’S FUNCTIONS UNDER CHAPTER X

In participating in proceedings under Chapter X of the Bank-
ruptey Act, the role of the Commission differs mar kedly from that
under the other Aets which it administers. The Commission does not
administer Chapter X. It does not initiate the proceedings, hold its
own hearings, or adopt Rules and Regulations, but acts, as the repre-
sentative mL investors and as an aid to the coutt, in a purely advisory
capacity. It has no authority either to veto or to require the adoption

P Arpendix Table 34 contains a enmplate list of reoreanization proceadings in whiclh the
Commission participnted during the fiscul year ended June 20, 1946,

2 Appendix Table 19, Parta 1 and 2, classify these debtors fecording to industry and
gize of indebtedness.

T22108—47
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of a plan of reorganization or to render a decision on any other issue
in the proceeding. The facilities of its technical staff and its im-
partial recommendations are placed at the services of the judge and
the security holders, affording them the views of experts in a highly
complex avea of corporate law and finance.

In order to facilitate this worlk of the Comnusswn staffs of lawyers,
accountants, and analysts have been stationed in various reglomal
offices where they can keep in close touch with all hearings and Tesnes
in the proceedings and with the parties, and be readily “available to
the courts. At the central office of the Commission, the Corporation
Finance Division is charged with the immediate supervision of the
Commission’s Chapter X functions. As n party to the proceeding the
Commission is represented at all important hearings and its views on
the various probiems arising in the proceeding are expressed to the
court: orally or through leg.ll or analytical memoranda. Of equal
importance is the lefmlar participation by the Commission’s stail in
informal conferences and discnssions withi the parties in an endeavor
to work out solutions to questions in advance of formal hearing and
argument. In this way the Commission has often been able to bring
facts, arguments, or alternative suggestions to the attention of the
parties, and frequently the parties have been thereafter prompted to
modify their proposed actions. In general the Commission has found
these 1nformal discussions an effective means for cooperation, and of
great value in expediting the proceeding.

While the Comumission as a party in interest has a right to be heard
on all matters arising in the proceeding, 1t does not have the statutor ¥
right of appeal. The Comnussion, however, on appropriate occasions
appears hefore the appellate eonr ts when “lppl—_“ll% ave taken by others.
The Commission has participated as a pavty or as emicus curige In
many appeals involving significant legal principles of baukruptey
reorganization law.

Through its nation-wide activity in Chapter X cases the Comlmssmn
has been in an advant: agedus position to encourage nniformity in the
mterpretation and a,pplicntion of the provisions of Chapter X, and is
often called upon by parties, referees and special masters, and judges
for advice and suggestions. In this the Commission has been nhle to
extend substantial assistance derived from its experience accumulated
through pariicipation in many cases.

THE COMMISSION AS A PARTY TO PROCEEDINGS

As a general matter the Commission has deemed it appropriate to
seek to particlpate only in proceedings in which a public investor
interest is involved. Asa rough, administrative guide, proceedings are
not considered to have sullicient public inferest to warrant (;01’1'11111‘::'-‘-51011
participation if the amount of publicly held securities is less than
£950,000. But mere size 1s not, of course. the sole criterion. Often
the Commission has deemed it appropriate to enter smaller cases where
an unfair plan has been or is about to be proposed, where the public
security holders are not adequately repr e‘=entec{ where the proceedings
are being condueted in violation of important provisions of the Act,
or where other facts indicate that the Commission may perform a
useful service by participating. During the past fiscal year, the Com-



TWELFTH' ANNUAL REPORT ‘ {3

mission intervened in several such smaller eases because it considered
that unfair plans were being proposed and violations of Chapter X
provisions were occurring.

There is a multitude of diverse questions with which the Commission
iz concerned as a party to a Chapter X proceeding.  Some of the move
important. matters which have arisen during the past fiseal yearv are
discussed in the following paragraphs. '

Problems in the Administration of the Estate

The Commission has continued its policy of scrutinizing the quali-
fications of trustees in the light of the stundards of disinteresteduess
preseribed by the statute.  Sinee the independent trostee has the duty
of examining into the history and affairs of the debtor, nscertaining
its financial and managerial problems, and formulating the plan of
reorganization, it is obvious that the success of the rcorganization
depends largely upon his thoroughness and skill. Tn one case, the
Commission objected to the retention of a hank as tiustee wheve its
trust officer, in charge of the reorganization proceeding for the bank,
was ¢losely affilinted with the management of the debtor and where i
appeared that no. investigation of the property, liahilities, and finan-
cinl condition of the debtor, as required by Section 167 of the Act,
would be made and reported to security holders. The judge did not
sustain the objection to the retention of the trustee bat did order the
trustee to comply fully with the requirements of Section 167.2

In connection with the preparation of the trustee’s report, as in
other phases of the case, the Commission has continued its practice of
assisting the trustee throngh consultation on problems and in furnish-
ing information. As the resnlt of its experience in many cases. the
Commission has been in a position to render considerable help to
trustees in carrying out their duties, in this respect as well as others,
without usurping their functions ov controlling their activities.

The importance of a thorough investigation of the debtor’s affairs
by the trustee has manifested itself on many occusions during the
Commission's experience in Chapter X cases. In one case during the
past year, the Commission’s staff discovered evidence of misconduct
on the part of the management of n company which owned an office
building and it assisted the trustee in conducting an investigation. It
was found that the manager and controlling officer of the debtor ap-
parently had charged excessive management fees, used ollice space Lo
which he was not entitled, and debited the company for expenses which
he shonld have horne himself.  After long negotiation o settlement
was consummated favorably for security holders and approved by the
court. In the sume case, prior to the Commission’s intervenfion, a
plan had been proposed, at the instance of the company and its man-
ngement, under which bondhelders would have received common stock
and eash, equal to 30 percent. of the face value of the old bonds, the
cnsh to be devived from the proceeds of a new maortzage. With the
thought that the common stock wonld not have a reacdy market and
might not bring its true value if sold, and in view of the current rise
in realty prices, the Commission urged, as preferable, the adoption of
a plan under which the property would be sold at public auction at a

% Sedttish Rites Mosong dsseciation, Western District of Texag, 8an Antonio Division



84 SECURITIES AND EXCHANGE COMMISSION

fair upset price. The trustee submitted thig tvpe of plan and it was
approved by the court, aceepted by bondholders, and confirmed, At
the sale, the property attracted bids much higher than the upset price.?
{See page 91 on the sale of properties as a method of reorganiza-
tion under Chapter X.} As a result of this sale and the settle-
ment with the manager, hondholders will receive close to 100 cents on
the dollar Ineash for theiv bonds.

The competence and efficiency of management is likewise an impor-
tant subject for investigation by the trustee. In a case involving o
large chain of restaurants which had suffered drastically from deelin-
ing business prior to the war, the Commission endeavored to have the
court order the trustee to retain experts to make a management survey.
While the company’s difficulties may have been due to eauses other
than meompetence or inefliciency of management, the Commission be-
lieved it essential to ascertain the vesponsibility of management for
the plight of the eompany, first, because of its effect upon a judgment,
as to the earnings of the company for valuation purposes, and, second,
because of the necessity for the court to pass upon the future nranage-
ment of the reorganized company. Upon the trustee’s nssertion that
he would present testimony on this subject at the plan hearings, the
court demed the Commission’s request.®

The responsibility of the trustee for the administration of the estate
13 equally as important as his duty with respect to the reorganization
plan.  The Commission has taken every opportunity to emphasize this
aspect of the proceeding. Inu case involving a large investiment com-
pany with its major holdings consisting of the common stocks of two
subsidiary investment companies, the Commission, during the early
part of this year, urged that the speculative character of the enterprise
he reduced in the interests of creditors and senior security holders of
the debtor compuany. After conferences with the Commission and
other parties, the trustees-presented a program for the retirement of
a large portion of the semjor eapital of the subsidiaries, therehy re-
duecing to a considerable extent the risks to the debtor’s estate inherent
in o high leverage position. The Commission supported this program
before the court.  The trustees obtained the approval of the court to
the program despife the opposition of a preferred stockholders
committee.® -

Responsibilities of Fiduciaries

The Commissien has consistently been alert to insist upon the abso-
lute honesty of fiduciaries in their relationship to security holders
and has urged that those in positions of trust who have deviated from
the high standards imposed upon thein should bear the full conse-
quences of their actions, .
- Trading in secuvities of a debtor by trustees, directors or other
nsiders is a practice which has generally been condemmned by the
courts. During the fiseal year, in a matter in which the Commission
actively participated, this rule was applied to the directors of a
corporation in reorganization under Section T7B where they had
purchased bonds of the corporation during their incumbency.” The

+ Fifth and Pierce Co., Northern Distriet of Iowa, Weatern Division.

S Chiilds o, & D. N. ¥

& Qentral States Elqétﬂ"c Corp., Bastern District of Virginin, .
T1n re Philadelphic & Western Reilwey Oo., 84 F. Supp. 788 (D. C. E. D. Pa., 1048),

,
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’
court held that the directors of the debtor corporation, which had
been continued in possession of its property in the nbsence of the
appointment of a trustee, shonld be limited in their claims on their
bonds so purchased to the actual cost to them. Subsequently, a settle-
ment was negotiated and approved by the court.® :

In the proceedings to reorganize Jelfrey Terrace Building Corp.
the Commission vigorously supported a petition for limitation to cost
of bonds acquired by an individual in a transaction in which that
individual cooperated in what appeared to the Commission to be a
breach of fiduciary obligations by an indenture trustee who was also
manager of the propertics. Instead of attempting to sccure the
maximum price for the debtor’s property, in which bondholders had
the sole interest, the indenture trustee for the bondholders entered
into an agreement with the aforementioned individual. Under that
ngreement the trustec .was to receive a commission, the amount of
which would increase in proportion as the price patd for the property
by the aforementioned individual went down. Thereafter the fidu-
elary, acting as agent for the purchaser, induced bondholders to sell
their bonds at 50 cents on the dollar, making no disclosure of the
sale of a large block of bonds to the purchaser at 65 cents on the dollar
ancl not advising bondhaolders of his own inferest in the transactions.
The court entered an order limiting the purchaser to the cost of his
bonds, Subsequently a scttlement was negotiated and was approved
by the court.

The remedy of limitation to cost is generally invoked in order to
prevent a fiduciavy from profiting by his trust.  On the other hand,
where the fiductary’s derelictions have caused harn to the security
holders or the estate the remedy of subordination may be pursued to
prevent the {iduciary from shaving in the assets of the estate on a
parity with these security holders. In the previous fiseal year the
Commission filed an advisory report on plans of rcovganization in
proceedings involving Warner Sugar Corp. in which the Commission
recommended that the doctrine of subordimation be applied. In that
report a detailed nccount was given of the manner in which various
banks used their domination and control of the company to advance
their own adverse interests to the detriment of publie bondholders.
It was pointed out that the banks, although occupying a fiduciary
position, did not scrupulously ohserve the bondholders’ vights but
violated indenture provisions designed fur their protection, obtained!
preferential treatment with respect fo various assets and engaged in
other practices to place bondholders at a disadvantage, even to the
extent of preventing bondholders from ascertaining the facts and
pursuing t{)leir appropriate legal remedies.® After the filing of the
Comumission’s report the trustee submitted a memorandum in which
lie recommended that the banks be subordinated in their cluims against
the tlebtor.® After hearings, a plan was filed by the trustee on Decem-
ber 1, 1945, under whieh publie bondholders were to receive the full
principal amount of their bonds with interest. at 6 percent from the
date of default in 1931 tp the date of payment. The plan embodied

B A wimilar result wis reached in the Fifth eud Pisree Qompitity ease (supral, as a result
of the insigtehee of the Commission, as a condition of scttlemcut.

® The report recowmented that the manager of the debtor’s sugar mwill and plantation
shouid be limited to the considerntion he pald for bonds acquired by him wbhile he was
acting in 4 fidoeiary eapacity,

1 He recommended aleo that the manager's clalms on bonds be limited to the coat thereof.
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an offer of purchase of West Indies Sugar Corp., a large hondholder
and owner of an adjoining sugar mill and plantation. As part of
the plan the banks and the manager were to be paid mevely the prin-
cipal of their bonds with no interest. Since the bonds bore a T per-
cent interest rate the plan was in effect a compromise of the issues
of subordination and Limitation to cost. Under-the circumstances of
the case the Commission concluded that the compromise was fair to
the public hondholders and recommended that the plan be approved.
Thereafter the plan was approved by the court, accepted by security
holders and it has recently been eonfirmed hy the court.

Another proceeding involving the subordination doctrine in which
the Commission actively participated is that of fnland Gas Corp.,
American Fual and Power (o, et al. In that case, during the previous
fiscal vear, the Commission had participated in an appeal to the Cir-
cuit Court of Appeals for the Sixth Cirewit from a decision by the
district court rejecting various claims of Columbin Gas and Electric
Corp. agninst the debtor based -on bonds, dehbentuves and stock. In
brief, the district court found that Columbia Gas and Electric Corp.
had formulated and carried ont o program to prevent Inland Gas
Corp. and its parent company, American Fuel and Power Co., to-
gether with other subsidiaries, from expanding its business, primarily
through the building of a pipe line from its field in Kentucky to
Detrott. The Commission urged that the district court decision re-
jecting the Columbia Gas claims be affirmed for the reason that
irrespective of other grounds for rejection such as vielation of
antitrust laws, the facts showed inequitable conduct by Columbin Gas
and Electric Corp. toward the debtor corperations which warranted
the rejection or subordination of its claims. The Commission argued
that, Columbia Gas and Electric Corp. secured control of the Ameri-
can Fuel and Inland Gas system to destroy a threat to its competitive
position and that Columbia accomplished its purpose. Tt was pointed
out that subordination or disallowance was particularly appropriate
hecause of the difficulties of recasting the history of the enterprise
so as to determine the extent of the loss suffered by the public security
holders. On October 9, 1945 the Cirenit Court affirmed the District
Court judgment, modifying the deeree, however, so as to provide for

- subordination of the claims and stock interests of Columbia Gas
and Electric Corp. rather than rejection thereof The court rested
its opinion not merely upon the existence of inequitable or illegal
conduct of Columbia Gas and Electric Corp., but upon the injury
caused the debtors and their security holders by reason of such con-
duct. Applicalion for a writ of certiorari was filed by Columbia Gas
and Electrie Corp. on May 29, 1946, The Commission has filed a
brief in opposition to the application.'®

Activities with Respect to Allowances

The Commission hag taken an aclive part in the matter of allow-
ances to those clatming to have rendered services and incurred ex-
penses in the proceeding. In making allowances the courts seek to
protect the estate from exorbitant charges,*while at the same. time
providing equitable treatment to the applicants. The Commission

W Columbin Gius and Eleclrie Gﬂrp. v. United States df Americe, 151 T, (2:]) 461, 1533 T
(2dy 101 (C. C, A. 6. 1945, 1946).
B Certiorari was deniced by the Supreme Court on Qetober 14, 19486,



TWELTFTIL ANNUAIL REPORT 7

has been able to provide considerable assistance to the courts in this
matter. -

The Commission itself receives no allowances from estates in re-
organization and is able to present a wholly disinterested and im-
partial view. The Commission has cousistently tried to secure a
Limitation of the total compensation to an amount which the estate
can feasibly pay. In each case the Commission alzo makes a careful
study of the applications of the various parties to the end that un-
necessary duplication of services shull not be recompensed and that
compensation shall be allocated on the basis of the work done by
each claimant and of his relative coutribution to the administration,
of the estate and the formulation of a plan. With these objectives
in mind the Commission may undertake to make specific recommen-
datidns to the courts in cases in which the Commission has been a
party througheut the proceeding and is thoroughly familiar with
the activities of the various parties and all significant developments
in the proceedings. In cases in which it s enteved the proceeding
at an advanced siage the Commission may limit its advice to the court
without specifying particular amounts deemed reasonable by it:

Where the activities of an applicant for compensation have consti-
tuted inequitable conduet or where an applicant has fraded in securi-
ties, directly or indirectly, in violation of the provisions of Section 24,
the Commission has urged that fees be denied. Tn several cases, the
Commission took the position that purchases ov sules of securities by
the near relatives of a fidueiary eome within the application of the
provisions of Section 249 of the Bankruptey Act and the rule of law
which that Section codifies. In one case the Commission’s contention
was upheld; ¥ in two cages it was not.™  In another ease the Commis-
sion opposed an applicant’s contention that Section 249 does not apply
to atborneys who represent individual creditors. The Commission
pointed out that Section 249 applied in terms to attorneys and that its
purpose was to prevent a pernicious reorganization abuse—the buying
and selling of secnrities by persons within stated groups on the basis of
inside information about matters such as plans, prospects of reorgani-
zation, and the value of securities; information which they were in a
sirategic position to acquire and nse for their own gain. Tt was pointed
ont that the case of Young v. Higbee o (in which the Commission
had participated) had suggested that even individual security holders
themselves assiuned certain representalive obligations when theiv activ-
ities were for the henefit of the enlire estate.'® In another case the
Commission urged that compensation be denied to an indenture trustee
and a bondholders’ committee where the indenturve trustee was acting
for and at the instance of the committee. The district court agreed
that a conflict of interest existed between the indenture trustee and the
committee and denied compensation to the committee for services
rendered up to the time of the removal of the indenture trustee. It
denied any compensation to the indentnre trustee.r”

1 I ope Midland United Co., 64 F. Supp. 399 (D, C. Del., 1944), appeal pending.

Win re Penn Tunber €o., D, C, Oreg., Docket No. B-230G3: In re Philndelphic and
Reading Coat and Iron Co., 61 B, Supp. 120 (D, C. E. D, Pa,, 1845), nppeal disallowed by
C. C. A, May 31, 1945, . -~

whai U8, 204 (104%),

W Dperaneg v, 138 Renedolph Building Corp,, 151 1, (21307 (20 AL 6, 10435), cort, den.

";;.ir:-():whton Restauran! and Hotel Co. of Atlantie City, 60 F. Bupp. 8561 (D. C. N. 1.,
1945}
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' On the other hand the Copmission has taken the position that the
fee provisions of Chapter X contemplate a broadening of the basc for
granting allowances as a means of encouraging participation in a
reorganization proceeding by individual créditors and security holders
whose personal finaneial stakes ave seldom sufficiently great to pay their
nwn_counsel fees. With this principle in view the Commission is
participating in support of an applicant who was denied compensation
by the district court on the ground that his services were pertformed for
the benefit of particular claimants rather than the estate as a whole.
Inan appeal from this denial the Commission urged that compensation
he granted because applicant’s services aided the proceeding by bring-
ing before the court considerations applicable to a whole class of
security holders who, in effect, were represented by the applicant.s

INSTITUTION OF CHAPTER X PROCEEDNGS AND JURISDICTION OF
. THE COURT

The Commission has striven for a liberal interpretation of the pro-
visions of the Bankruptcy Act so that the benefits of Chapter X may he
maule fully available to seenrity holders in aceordance with the spirit
and intent of the statute. In accordance with the principle enunciated
in the Supreme Court decision in Secwrities and Eachange (ommis-
ston v, United States Realty and Improvement (0.} the Commission
hias intervened during the fiscal year in a Chapter X1 proceeding where
the company seeking an arrangement appears to have o substantial
class of public security holders. The Commission’s views, upheld by
the Supreme Court, is that Chapter XTI (relating to creditor arrange-
ments) is not properly available to a debtor where n large public in-
vestor interest. is involved since the provisions of Chapter XT do not
contain the safeguards necessary to protect. Inrge classes of public
security holders in the consummation of a fair, equitable, and feasible
plan of reorganization, and that such a reorganization should take
place under Chapter X%

The Commission has also participated in several cases involving
the question of good faith in the filing of a petition. The Commission’s
view in these cases was that the pendency of a prior State court pro-
ceeding was not a bar to a Chapter X proceeding since the prior pro-
ceedings in those cases did not contain safeguards for investors com-
parable with those in Chapter X, The contentions of the Commission
~were not upheld by the courts, generally on the ground that it had
not been shown that the interests of security holders would not be
best subserved in the prior State court proceedings,™

The disregard of corporate entities in order to achieve a workable
plan was upheld in the proceeding involving Pittsburgh Ruilways Co.
The Commisston actively supported a petition of the city of Pittsburgh
to have the court assert jurisdiction for purposes of bankruptey re-
organization over various subsidiary companies and associnted com-
panies of the debtor, which were not nominally hefore the court, in or-

W In re ME Forest Fur Farms of America, Ine,, before the Clreuit Court of Appeals for
the 6th Circuit,

D310 U, 8, 424 (1940).

2 Qerlton Crescent, Inc., 8. D N, V.

A Sheridan View Building Corp., 154 F. (2d) 532 (C. C. A. 7, 1845), certiorart dented

Octoher 8, 1945; 8. Cherles Hatel Qu., unreported opinion (. O A. 3, 1945), certinrari
denied October 8, 1945.
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!
der to effectuate a reorganization of the entire Pittsburgh street rail-
way systemm. The Commission, pointing out the urgency of a system-
wide reorganization, argued that the separate corporate entities of the
so-called underlier companies should be disregarded under the facts of
this case where the enterprise had always been conducted as a unit,
operations unified, and affairs intermingled. The Civcuit Court of
Appeals for the Third Circuit upheld the position of the Commission
and reversed the judgment of the district court which had denied the
city’s petition.”

PLANS OF REORGANIZATION UNDER CHAPTER X

The ultimate objective of a reorganization is the formulation and
consummation of a-fair and feasible plan of reorganization. Accord-
ingly, the most important function of the Commission under Chapter
X 18 to aid the courts in achieving this abjective.

Fairness f

In appraising the fairness of reorganization plans under Chapter X
the Commission has at all times taken the position that full recognition
must be accorded elaims in order of their Jegal and contractual priority,
either in eash or new securities or both, and that junior elaimants may
participate only to the extent that the debtor's properties have value
after the satisfaction of prior claims or to the extent that they make a
fresh contribution necessary to the reorganization of the debtor.
Hence, a valuation of the debtor is necessary to provide the basis for
judging the fairness as well as the feasibility of proposed plans of
reorganization. In its advisory reports, in hearings hefore the courts,
and in conferences with parties to proceedings, the Commission has
consistently stated that the proper method of valuation for reorganiza-
tion purpeses is primarily an appropriale capitalization of reasonably
prospective earnings,

Thesé prineiples as to the recognition of priorities and as to valua-
tion are now fArmly established as a result of the Supreme Cowrt
decisions in Case v. Los Angeles Lumber Products Co. Ltd* and
Consolidated Rock Products Co. v. DuBlois * in which the court sus-
tained the positions urged in briefs filed on behalf of the Commission
s mndcus cwrige, During the past fiscal year these principles were
reiterated in an appeal before the Circuit. Court of Appeals for the
Second Cireuit in which the Comumission actively participated. In
this proceeding, United States Realty and Dinprovement Co. and I'rin-
ity Buildings Corp. of New Fork, the district court had excluded the
preferred stockholders of Trinity Buildings Corporation from partici-
pation in a plan because the value of the debtor’s assets on an-earnings
basis was found to be less than the amount ot creditors’ claims.  The
Commission urged that the district court’s finding of value was
substantially supported by the evidence and that it should be aflirmed.
"The ctrenit court sustained the position of the Commission and afirmed
the orders approving and confirming the plan of reorganization.

= I, re Pittsburgh Railways Co.,—— F. {2d) —— (C. C. A. 3, 1848}, cert, den. Qct, 14,

1946.

= anf 17, 8. 106 (1039).

=312 1), 8. 510 (1541), )

= Trinity Buildings Corp. Preferred Stocklaldery’ Commiltee V. Councll, 166 F. (24)
827 (C. C. A2, 1046).
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In connection with the fairness of plans, the Commission, as has
been noted above, has been concerned among other matters with situa-
tions where mismanagement or other misconduct on the part of a
pavent company or controlling person requires that its claims be sub-
ordinated to the claims of the public investors or where a fiduciary’s
activities require that he be limited to the cost of his claims. Such
matters must be given full consideration since they forn: an integral
part of the concept of the “fair and equitable’ plan.

The relative prosperity during recent years of many companies
undergoing reorganization has enabled a number of debtors to make
payments to creditors in cash either In part or in full. As a rvesult,
novel questions have been raised involving creditors’ rights. The
Commission, on behalf of the public investors, has participated in
many of these controversies.

The Commission has wrged that partial distribution of cash be
made to creditors wherever possible, even though in advance of a
formal plan of reorganization. The power of the court to make
such distribution has been upheld whenever the question has arisen.

With rvespect to payment 1 full to creditors the Commission has
in general taken the view that all the rights of creditors to interest
to the date of payment should be obscrved. TIn one case the Com-
mission supporvted the position of debenture holders that they were
entitled to have their clluim of principal and accrued interest to the
date of commencement of the Chapter X proceeding treated as an
ageregate claim and to receive interest on such aggregate claim from
the commencement of the proceeding up to the date of payment.
The Commission urged that the aggregate claim of principal and inter-
est acerued at the inception of the proceeding was in the nature of a
judgment against the estate which carried interest on the full amount
of the judgment to the date of payment. The reason for the rule is
the fact that the Bankruptcy Act necessarily restraing ereditors:-from
pursuing their usual remedies by way of judgment and execution in
order to avoid preferential treatment and forced liquidation and to
agsure equality of participation in the assets,

- The purpose of the stay of suits against the debtor is only to pre-
vent the exercise by creditors of their procedural remedies and the stay
should not be utilized to affect the substantive rights which would
. attuch upon the acquisition of a judgment. By treating creditors’
claims as judgments in computing the aumount of the (:l?lims, those
substantive rights are preserved and the debtor and its stockholders
do not gain an advantage over their ereditors. The district court
sustained the Commission’s position in this cage.™ :
Feasibility

Although the representatives of sccurity holders frequently regard
the fairness of the plan as their principal concern, the provisions of
the statute and the protection of investols’ interests require also that
the plan be feasible. To be feasible, a reorganization must be eco-
nomically sound and workable. It must not hamper future opera-
tions or Jead to another reorganizition. 'The extent to which current
reorganizations are attributable to lack of feasibility in previous reor-

2ty pe Realty dssveintcs Securities Corp., 66 F. Supp. 416 (D. €. 8. D. N, Y., 1946),
appeal pending.



TWELFTH ANNUAL REPORT 91

ganizations is indieated by the fact that numerous Chapter X proceed-
ings involved companies which had already undergime recrganization
in equity receivership proceedings or under Section 77B of the Bank-
ruptey Act.  In order to avoid a similar record as to Chapter X cases
some years hence, with its attendant expense and injury to investors,
the Commission gives a great deal of attention to the factors affecting
feasibility. In this connection, the Commission is particularly con-
cerned with the adequacy of working capital, the relationship of
funded debt and capital structnre to property values. the adequacy
of corporate enrning power in relation to interest and dividend reguire-
nients, and the effect of the new capitalization upon the company’s
prospective credit.

In recent years the Commission has encountered difficulties because
the parties are disposed to base values and capital structures upon
inflated war earnings, either because they overlook the extent to which
earnings are inflated or hope such earnings will continue long enough
to permit debt to bé scaled down to manageable proportions.  Another
obsiacle to the formulation of feasible plans in the current period of
high tax rates is the reluctance of investors to seale down debt and
thereby lose the deduction for interest payments,

Sale Plans

The increase in value of properties of corporations in reorganization
has been partienlarly evident in the real estate field. Tn o number of
these cases the Commission hag felt that a sale of the property would
be more beneficial for creditors than a plan involving exchange of
gecurities. The legal basis for plans involving sales is derived from
Section 216 (19) of Chapter X and has been affirmed in several cuses.
In the leading case of In ve Lovraine Castle Apartments Building
Corp., fne., the Commission was an active participant in supporting
the power of the Chapter X court to approve a plan providing for a
sale of all of the debtor’s property ™

Consummation of Plan

The Commission also gives its attention to the drafting and prepara-
tion of corporate churters, by-laws, trust indentures, and other Instru-
ments which are to govern the internal structure of the reorganized
debtor, The Commission strives to obtain the inclusion of various-
provisions in these instriments which will assuve to the investors a
maximum of protection, adequate information with regard to the
enterprise, und a fair voice in the management. The Commission has
generally opposed the control device of a voting trust except when its
use has been justified by the special circumstances of the case and,
when adopted, the Commission has sought to bhave the votmmg-trust
agreement contain appropriate provisions in the interests of the
investors.

ADVISORY REPORTS
Although the preparation of an advisory report is not the major

part of the activity of the Commission in any particular case, such
reports, because of their wide distribution, form one of the primary

7 In re Lorreine Castle Apartments Buitding Corp., Ine., 149 F. (24) 85 (C. C. A, 7, 1945),
cert. den. October 8, 1945,



92 . SECURITIES AND EXCHANGE COMMISSION

means of contact between the Commission and the public in Chapter X
matters. Generally speuking, an advisory report is prepared only-
in connection with a proceeding involving significant problems and a
relatively large company in which the investing publie has a
substantial interest.

Even though the Commission does not file a formal advisory report,
it does, in all cases in which it is & participant, advise the eourt of its
opinion with respect to any plan of reorganization under consideration
by the court.

- After the trustec has filed a plan, the customary procedure calls
for a hearing at which this plan and any ather plans that may have
been proposed are considered. At this stage of the proceeding, the
attorneys representing the Commission are concerned primarily with
gotting into the record sufficient data (1) to enable the judge to de-
cide whether any proposed plan is worthy of consideration and (2) to
supply the factual basis for the report of the Commission. If the
judge finds one or more of the plans worthy of consideration, it or
they may be referred to the Commission for report. ‘

An advisory report provides the court with an expert independent
uppraisal of the plan indicating in detail the extent to which, in the
opinion of the Commission, it meets, or fails to meet, the standards
of fairness and feasibility. After the report is filed and copies are
made available to the parties who have appeared at the proceedings,
the judge considers the approval, modification, or disapproval of the
plan. If the judge approves the plan, it goes to the security holders
for acceptance or rejection accompanied by a copy of the judge’s opin-
ion and a copy of the report of the Comrmission, or a summary thereof
prepared by the Commission. The report of the Commission, there-
fore, while not hinding, nids both the judge and the security holders
in determining whether or not te approve a plan.

During the fiscal year the Comniission prepared a formal advisory
report and a supplemental advisory report with respect to plans of
reorganization in proceedings involving Chicege Railways (o,
Chicago Cily Railway Co., Calumet and South (Thicago Railway Co.,
and Chicago Rapid Transit Co. Inits advisory report the Commission
coneluded that the plan proposed by the city of Chicago, pursuant
to which the city was to bid for the Chicago surface lines’ traction
properties a minimum price of $75.000,000, was not fair, but could
be made fair if the city waived its claim to a $5,250,000 “City Cormn-
pensation Fund,” if it permitted the constitnent companies to retain
net earnings up to the date of acinal transfer of the propertics, and
if the proceeds of the sale were reallocated ameng security holders
along lines suggested by the Commission in order to sutisfy the
absolute priorities doctrine. The Commission alse coneluded that the
upset price of $12,162,500 for the properties of Chicago Rapid TFransit

o. was fair. Thereafter the plan was amended by the Chicago
Transit Authority, as assignee of the city of Chicago, so as to adopt
substantially the recommendations of the Commission’s advisory re-
port. In a supplemental report the Commission concluded that the
amended plan was fair. The plan has beei approved by the court,
accepted by security holders and confirmed. Appeals have heen taken
by certain Junior security holders from the order of approval and con-

. firmation and they are presently pending.
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The Commission alse prepared a formal advisory report with re-
spect to a plan of reorganization in the proceeding involving The
Rocky Mountain Fuel Co. The Commission took the view that the
plan was feasible and would be fair if it were amended to disclose
to bondholders the extent of the powers of the new board of directors.
The plan was amended in accordance with the Commission’s sug-
gestion and approved by the court.

The plan of reorganization in the latter case provided that certain
hondholders, who had not assented to a prior voluntary plan for
reduction in interest rate and extension of maturity of the bonds,
should be paid an amount in cash equal to the reduced interest pay-
ments which had been made to assenting bondholders for a number
of years before the Chapter X proceeding. This provision was in-
tended to accord equal treatiment to the holders of both assented and
nonassented bonds because it was felt that such treatment was proper
and equitable. In its advisory reporl the Commissien approved the
proposed treatment, pointing out that under the terms of the inden-
ture, under the apphicable State law, and under general equitable prin-
ciples the assenting bondholders should not be subordinated to non-
assenting bondholders but that, ou the contrary, the plan was fair
and equitable in providing for parity of treatment of all bondholders.
Certain nonassenting bondholders appeuled from the orders approving
and confirming the plan, contending that they were entitled to a pri-
ority over assenting bondholders as to principal and interest. The
Commission supported the plan before the cirenit court, which af-
firmed the orders approving and affirming the plan of reorganization.®

8 Selherk v. Newfon (In ¢ Rocky Mountwein Fuel Co.), 152 F. {2a) 747 (€. C. A. 10,
b).






PART V

ADMINISTRATION OF THE TRUST INDENTURE ACT
OF 1939

The Trust Indenture Act of 1939 outlaws the exculpatory clauses
used in the past in trust indentures underlying corporate debt securi-
ties. Many of these clauses eliminated liability of the trustee for mis-
conduct to snch an extent that the word “trusitee” was meaningless as
applied to indentnre trustees. The Act is designed to insure that the
trustee will act in the inferest of the bond or debenture owners and to
ingure his eomplete independence of the issuer and the underwriters.
Ta secure its ohjectives, the Act requires that bonds, notes, debentures,
and similav debt securities publicly offered for sale, sold, or delivered
after sale through the mails or in interstate commerce, except as spe-
cifically exempted by the Act, be issued under an indenture which
meets the requirements of the Act and has been duly qualified with the
Commission. The provisions of the Securities Act of 1933 and the
Trust Indenture Act of 1939 ave so integrated that registration pursu-
ant to the Securities Act of 1933 of securities to be issued under a trust
indenture is not permitied to become effective unless the indenture -
conforms to the requirements expressed in the Trust Indenture Act
of 1939, and such an indenture is automatically “qualified” when regis-
tration becomes effective us to the securities themselves. An applica-
tion for qualilication of an indenture covering securities not required
to be registered under the Securities Act of 1933, which is filed with
the Commisson under the Trust Indenture Act of 1939, is processed
substantially as though such application were a registration state-
ment filed pursuant to the Sceurities Act of 1933,

Statistics of Indentnres Qualified

The number of indentures filed with the Commission during the
year for qualification under the Trust Indenture Act of 1939, together
with the disposition thereof and the amounts of indenture securitics

involved, are shown in Tables T and II below and the totals in
Table 111. .

TanLe T.—Indenturcs filed in eonncction 1cith registration sfetcments
wnder the Seenrities Act of 1933

Numbor  Amount of ofering

Indentures pending nt June 80, 19456 __ 19 8467, T18, a0
Indentures filed during the year o __ 22 2, 754, 000, 800
Total to be accounted for.. .. _____________ 141 3. 221, 710, 300
Indentures gualified________ U -~ 123 2,900, 189, 000
Principal amount redueed by amendment . ___ 5, 325, 000
Indentures deleted by amendment or withdrawn___ 3 42, 000, 000
Indentures pending at June 30, ¥MH6 o _____ 13 274, 205, 300
" Total acconnted for-—————__ e 141 3, 221, 719, 300
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TABLE II-—dApplications filed for qualifications of indentures covertng securitics
not reguired to be registered under the Securities Act of 1938

Amsoung

Number of uffering

Indentures pending at June 30, 1815 . - $4, 330, 500
Indentures filed during the yearo . . ______ 10 83, 933,158
Total te be accounted for . _____________ 13 88, 268. 68
Indentures qualified ___________ . _____ ———— 13 88, 268, 658
Indentures pending at June 30, 1846_____ e e 0 o
Total aecounted for  _ _________________ __________ 3 88, 208, 68

TapLe ITL—Total nunber of indenturcs filed wnder the Trust Indenture Act of

. 1030

Number Amount of offering

Indentures pending at June 30, 1045 ________________________ 22 $472, 040, 000
Todentures filed during the year— o ___. 132 2, 847, 938§, 958
Total tg be uccmunted T o 154 3, 309, D87, 94458
Indentures qualified____. .. __________________ . 186 2, 988, 457. §5 8
Prigeipal antound redueced by amendmento o ____ ___ 5, 323, 000
Indentures cdeleted by amendment ov withdrawn_____________ 3 42, 000, 000"
Indentures pending at June A0, AN i2 274, 203, 300
Totual acceounted for- . ____ 154 3, 300, 087, 908

During the year the following additional muterial relating to trust
indentures was filed and examnined for compliance with the appropriate
standards and requirements:

5 indentures as to which the Commniission, under ity authority granted by the
Publie Utility Holding Company Act of 1035, applies the standards of the Trust
Indenture Act of 1939 25 a measure of the pruvisions of un indenture although
such indentures may bhe exempted from the Trust Indenture Act;

131 trustee stalements of eligibility and gualificalion under the Trust In-
denture Act of 1089 ; )

51 amendments to trustee statements of eligibility and qualification.

118 Bupplewents 85-T, covering special items of information eoncerning in-
denture securities registered under the SBecurities Act of 1933;

51 amendmenis to Supplements §-T;

41 upplication for findings by the Comm:ssmn relating to exemptions from
special provisions of the Act;

300 aunual reports of indenture trustecs pursuant to Section 813.

. For a discussion of certain problems under the Trust Indenture

Act dealt with by the courts during the fiscal year see the comment
infra, at p. 105 on Continental Bank and Torust Co. v. First National
Petrolewm Trust.



PART VI

ADMINISTRATION OF THE INVESTMENT COMPANY ACT
' OF 1940

The Investment Company Act of 1940 requires the registration and
provides for the regulation of investment companies, which are, gen-
crally, companies engaged primarily in the business of investing,
reinvesting, owning, holding, or trading in sccurities. The Act re-
quires, among other things, disclosure of the finances and of the in-
vestment policies of these companies, to afford investors full and com-
plete information with respect to their activities; prohibits such com-
panies from changing the nature of their business or their investment
policies without the approval of the stockholders; bars persons guilty
of security frauds from serving as officers and directors of such com-
panies; prevents underwriters, investment hankers, and brokers from
constituting more than a minority of the directors of such companies;
requires mahagement contracts in the first instance to be submitted to
security hoiders for their approval; prohibits transactions between
such compnnies and their.officers and directors and other insiders
except on the approval of the Commission; forbids the issuance of
senior securities of such companies except in specified instances; and
prohibits pyramiding of such companies and cross ownership of their
securities. The Commission is authorized to prepare advisory re-
ports upon plang of reorganizations of rvegistered investment com-
panies upon request of such companies or 25 percent of their stock-
holders and to institute proceedings to enjoin such plans if they are
erossly unfair. The Aet also requires face-amount certificate com-
panies to maintain reserves adequate to meet maturity payments upon
their certificates.

Summary of Activities

During the past year the Commission in its administration of the
Act concerned itsclf primarily with the disposition of the applications
filed pursuant to various provisions of the Act. There were 70 such
applications pending at the beginning of the year and 90 additional
ones filed during the year: 100 were disposed of in the course of the
year, and 60 were pending at its close._ These applications are classi-
fled below, together with an indication of the disposition made of them.
Tt should be noted that the detailed figures in this summary are not
totaled for the reason that some applications involved more than one
gection of the Act. .
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Nature and disposition of verious applications filed under the Investment
Compuny Act of 1850—fscul year 1944 :

Number Filed Lo Numher
Section of the Act under which application was filed E'lﬂ-(ﬂxg d'“.‘;;'ig DISPDSL;L;[ during ];%r}%jgg
80,1945 | ¥ 30, 1946
2 {2) (0)__Determination of question of contral_____.__ 4 2§ & withdrawn______ 1
3 () (2)..Determination 1hat applicant is not an 4 & | tgranted _ R
investment company, Fwithdraw T
G {b)______ Employees’ seeurity company exemptions. .| ______ 2 .. 2
8 (o). .. Varigus exemptions not speeifically pro- 11 26 | 16 gro 16
vided for by sther sections of the act. 1 denied.
3 withdia
6 {1)__._..Exempiion for small eloserl-end investment ) I P 1
eonpanies offering securifies in intrastate
Commeree, -
§ (... Determination thot a registered investment 1] 19 | 17 geanted .. ___. . ]
company has ceased to be an invesiment Fwithdrawn_ ..
COMmpany,
¢ {b)_.____Exemption of incligib}e persons to serve as a7 I empted________ 13
atlicers, directors, ete. 13 disnyissed. -
W (0..____Exemption of cortain underwriting trans- oo oo.... A | 2granted___.___ . 1
actions.
11 () .. Approval of terms of propesed security px- 2 . 1 diswnissed_ ... 1
change offors,
17 (o Excription for proposed fransuctions be- § 25 | 1Sgranted, . _____ 16
tween investment company and alfliates | * 1 dismissed.__.___._
1 withdrawn_...._
17 @)...... Approval of certaln henus, profitssharing, |.......... 14 | 1 granted. ... 2
and pensien plans. 1 withdrawn___._.
23 {e) (3)..Terms under which elosed-end investment 1 10§ 1granted .......__ 1
company may purchase lis oulstanding
securiies.

New Rules Adopted Under Investment Company Act of 1940

Adoption of Rule N-17D—1: On February 6, 1946, the Commission
adopted a new rule under the Investment Company Act of 1940 re-
garding bonus, profit-sharing and pension plans provided by reg-
1steredt investment compauies and their controlled companies for di-
rectors, ofticers und other uffiliated persons. The rule provides that
prior to the submission of any such plan to security holders for ap-
proval, or 1f not so submitted prior to the adoption thereof, an ap-
plication regarding the plan shall be filed with the Commission and
the Commission be given 10 days to scrutinize the plan and determine
whether or not a hearing should be held thereon. The purpose of
the rule is to protect registered investment companies and their con-
trolled companies and the security holders of such companies against
contributions to such plans on an unfair and inequitable basis, The
rule provides that the Commission will, in passing upon such appli-
cations, be guided by the standards eontained in the various pertinent
Sections of the Act.

The type of situation which Rule N-17D-1 was designed to meet,
1s 1tustrated by the following case: The management of a group of
closely afilinted investment. companies propesed that each investment
company in the group adopt an “ ‘employees’ incentive profit-sharing
plan and trust.” The proposed profit-sharing plan provided that
each investment company should contribute the lesser of (a) 15 per-
cent of the available profits of the investment company or (b) an
amount which represented three times the contributions made by
officers or employees. This latter amount was to be cumulative, pro-
vided that in any 1 year the investment company should not contribute
more than 15 percent of its available profits. The employee contri-
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bution was fixed at an amount each employee might elect which would
constifute not less than 2 percent nor more than 5 percent ol the
salary received by such employee during the year in which the contri-
bution was made. The proposed profit-sharing plan made ne pro-
vision for the payment of dividend arrearages priov to contributions
to the profit-shaving plun, although at least one of the investment
companies involved had dividend arrearages outstanding on its pre-
ferred stock. The plan also permitted officers and emplovees to in-
clude unrealized gains on securvities as “profits” for the purpose of
calculating the company’s contribution to the plan.  After considera-
tion of the provisions of Rule N-17D-1, the management determined
not to submit the proposed profit-sharing plan to the Commission
under the Rule, and the plan accordingly was abandoned.

Adoption of Rule N-28B-1: On June 7, 1946, the Commission
adopted an additional rule under the Investment Company Act of
1940 which authorizes real estate loans partially or whelly guaran-
teed under the Servicemen’s Readjustment Act {the so-called GI1 bill)
as qualified investments, for face-omount certificate companies. Such
companics are authorized to invest only In investments of o kind
which life insnrance companies are permitted to invest m under the
provisions of the Code of the District of Columbia, and such other
investments as the Commission may aunthorize as qualified invest-
ments. Insurance companies are nof authorized by the Code of the
Districi, of Columbia to invest in loans guarvanteed under the GI bill
but are so authorized by the GT bill itself. The effect of the new rule
is to extend a similar authorization to face-amount certificate
companies.

Statistics Relating to Registered Investment Companies

At the beginning of the year, 366 companies were registered as in-
vestment companies under the Act. During the year 13 additional
companies became registerved, while the registration of 18 companics
was terminated and there remained 361 companies registered at the
close of the year. 'Fhe assets of these 361 companies aggregated ap-
proximately $3,750,000,000. The comparative number of dociments
filed under the Act during 1945 and 1946 fiscal years and certain
other relevant statistics are shown below:

Registered invesiniont conipanics i
Fiscal year
1946

Number of registeredt investiment companies: ) 1044
Beginning of year e 366 371
Registered during year __ oo oo~ 13 14
Terminations of registrations during year 18 19
Number of compalies registered at end of yeuy____________ 361 306

Notifications of vegistration_ . ., 13 14

Registration statoments o ____ 12 8

Amendments to registration statewents 3 26

Annual Yeports oo e 213 235

Amendments to annual reports e 26 41

Quarterly reportts e o 780 708

Periodic reports containing. financial statements to stockholders.. 710 671

Reports of repurchases of securities by closed-end management

COMPMANIOS e o e 110 134

Copies of sales literature ____ ________ . e 1,752 1,459

Applications for exemption from various provisions of the Acta._ - 71 41
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Reygistered investment compunies—Continued Figeal gear

a 1948 1945

Applications for determination that applicant has ceased to be
an investmend cCompany —qe-——— . .. _ 19 18
Amendments to applications . . e 45 85

Total applications: o

Pending at beginning of year T0 T0
Filed during year oo e 80 59
Dispaosed of during year - - . 100 50
Panding at end of year o G0 70

Civil Actions Instituted under the Ix.lveslment Company Act of 1940

In 8. E. C. v. Diversified Fund Corp., Huwmberto Moreno, et al
the Commission obtained a judgment enjoining Moreno from acting
as trustee of Diversified Fund Shares, o trust fund rvegistered as an
investment company and sponsored by Diversified Fund Corp.  Di-
versified Fund Corp. was also enjoined from serving or acting ds in-
vestment adviser, principal underwriter or depositor of Diversified
Fund Shares. A receiver was appointed for the assets of both the
trust fund and the sponsor corporation to hold the property and assets
of the corporation subject to the order of the court for liuidation
and distribution.

-

0.8 D.C, N. M, April 28, 1948, The complaint charged defendants Moreno and
Diversified Fund Corp. with gross ahuse of trust in that they friled to cemply with appli-
cable pravisions of the Investment Company Act of 1940 in suspending the right of redemp-
tion and in restricting the transferability of securities lssued by the corparation, in failing
te hinve its gecurities verifled by independent publie accountants, and In failing to maintain
angd preserve records regarding transuctions with the trustee of Diversified Fund Shares.
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ADMINISTRATION OF THE INVESTMENT ADVISERS
ACT Or 1940

The Investment Advisers Act of 1940 requires the registration of
investment advisers: persons engaged for compenszation in the busi-
ness of advising others with respect to securities. The Commission
is empowered to deny registration to or revoke registration of such
advigers if they have been convicted or enjoined hecause of miscon-
duct in respect of security transactions or have made false statements
in their applications for registration. The Act also makes it unlawful
for investment advisers to engage in practices which constitute fraud
or deceit; requires investment advisers to disclose the nature of their
interest in transactions executed for their clients; prohibits profit-
sharing arrangements; and, in effect, prevents agsignment of invest-
ment advisory contracls without the client’s consent.

Tnvestment adviscrs registration statistics, yoar ended June 30, 1346

Effective registration at close of preecding fiscal yeabe— — oo TS0
Applications pending at cluse of preceding fiscul year - [ 9
Applications filed during fiseal year— . ——— - U 139

028
Registrations eaneecled or withdrawn during yearooo e 61
legistration denied or revoked during year__ i
Applications withdrawn during year— 1
Registralions effective at end of vearo 553
Applications peuding at end of yero_ . [ 12

928

In a proceeding brought by the Commission against /nvestment
Registry of America, Inc. for the revocation of its registrations as a
broker-dealer and investment adviser, the Commission branded as
“outright and ernde” some of the frauds committed by this firm as a
hroker-dealer in transactions with its customers, and revoked its reg-
istration as a broker-dealer upon a finding that the firm's practices
violated the anti-fraud provisions of the Securities Act of 1933 and the
Seeurities Exchange Act of 1934, The practices involved taking secret
profits and using customers’ free seeurities. The connection between
such frauds on customers and the devious methods deliberately em-
ployed by its officers and directors to extricate the firm from and con-
ceaf its financial difficulties was underscored by the Commission.

The firm was also in the business of investment adviser and many

of its customers had agreed to pay the firm o fee for its “selection’™ of

securities for their portfolios. This fee was b percent of the purchase

price, or less if so reduced by agreement. he firm, however, by

taking secret and unauthorized profits, made charges to these custuimers

as high as 9 percent, concealing these excessive charges by putting
101
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on its confirmation slips the phrase, “Includes I. R. A, charges,” a
device held by the Commission to be plainly misleading and obscure.
The firm’s application for registration as an investment. ndviser stated,
in part, that the firm gave unbinsed investment advice to elients and
that its contracts provided for a maximum fee of 5 percent for the
selection of securities, representations patently false. The Commis-
sion found that the firm had, by failing to amend its applieation,
willfully violated Section 207 of the Investment Advisers Act and
revoked its registration as an investment adviser.



PART VIII

OTHER ACTIVITIES OF THE COMMISSION UNDER
VARIOUS STATUTES

THE COMMISSION IN THE COURTS
Civil Proceedings

A complete list of all instances in which the Commission appeared
before a Federal or State court, either as a party or as amicus curiae,
during the fiseal year, and the status of such cases at the close of the
yveur, 13 set forth mn Appendix Tables 19 and 24 to 34,

Summarizing these tables it appears that at the beginning of the
fiscal year 18 injunciive and reluted enforcement proceedings insti-
tuted by the Commission were pending before the courts, in connection
with frandulent and other illegal practices in the sale of securities,
96 additional proceedings were instituted during the year, and 22
cases were disposed of, so that there remained 22 of such proceedings
peading at the end of the year. In addition, the Commission partie-
pated in a Jarge munber of reorganization cases, in 24 proceedings
In the district courts under Section 11 (e) of the Holding Company
Act, and in 12 suits as @mndews curiee to advise the conrt of its views
regarding the constinction of provisions of statutes administeved by
the Commission which were involved in private law suits. The Com-
mission also participated in 80 appeals, exclusive of those involved
in reorganization proceedings. Of these, 28 came before the courts
on petifion for review of administrative orders, 5 were appeals in
actions brought by or against the Commission. 4 were appeals from
orders eutere% pursuant to Section 11 (e) of the Public Utiity Holding
Company Act, and 13 were miscellaneous appeals.

The issues before the courts related chiefly to apparent or threatened
violations of the Sccurities Act of 1933 and the Securities Exchange
Act of 1934, to applieations to carry out voluntary plans of compli-
ance with the corporate integration and simplification provisions of
the Public Utility Holding Company Act of 1935, to the fairness and
feasibility of plans of reorganization, and to constructions of the
Trust, Indenture Act and Investment Company Act. Most of these
cases have been discussed in detail in other portions of this report in
connection with the particular statute under which the action origi-
nated. There will be discussed below certain of the significant de-
cisions of general application and interest, which have not heen
treated elsewhere in the report, including the amicus curiae cases,

During the year the Supreme Court decided, in S. E. €. v. Howey?
that a contract for the sale of Jand devoted to the cultivation of citrus
groves, when coupled with a contract to service the groves, was an
“investment contract,” and therefore constituted a security within
the meaning of the Securities Act of 1938. The defendant, who sought

1 8ee p. 81, sipra. .
* 66 Bup. Ct. 1100 (1846). i
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to secure public investment in this enterprise without complying with
the registration provisions of that Act, was enjoined from doing so.

The case, though it dealt with only one type of situation, is never-
theless of vast importance in the Commission’s administration of the
Securities Act. It upholds the Commission’s power to reach invest-
ment schemes involving securities which are masked under a variety
of forms—such as purported sales of commeodities and realty.

8K O v, Penkald Co. of California,;® now pending before the
Supreme Court on petition for certiorari, illustrates, irrespective of
the issues presented by that petition, a difficulty which the Commis-
sion may encounter us a law enforcement agency owing to the time in-
volved mn the necessary steps for judicial enforcement and review of
administrative subpenas, While the Penficld litigation is still pend-
ing, the enforcement problem it presents merits full treatment herein.
The extensive litigation there invelved related to the Commission’s
efforts to examine certain documents in the course of an investigation
into the sale of securities alleged to have been made by means of un-
true statements of material facts and swithout registration. Under
the Securities Act the Commission is authorized to (ssue subpenas “for
the purpose of all investigations which, in the opinion of the Com-
mission, are necessary and proper for the enforcement of this title.”
It has similar broad powers of mvestigation and subpena under other
statutes administered by it. These statutes thus contemplate inquir-
ies by the Commission into possible criminal violations similar to those
which a grand jury would otherwise have to undertake. This parallel
to the grand jury function has been recognized by the Supreme Court.
Nevertheless, as illustrated in the Penjield case, there is always danger
that litigation delays may prevent the completion of an administra-
tive investigution in time to permit prosecution before the statute
of limitations has become a bar. We do not, of course, wish to sug-

. gest that the Federal courts ave unaware of the problem.*

The order and supplemental orders directing the investigation were
issued May 14, 1942, Felnuary 8, 1943, and April 8, 1943 The Grst
subpena duces tecum issued by the Commission was ignored and the
Commission was obliged to apply to the district court for an enforce-
ment order. As a result of the disclosures revealed under this sub-
pena, the supplemental orders were entered expanding the Commnis-
sion’s investigation and a new subpena duces tecwm was served upon
one of Penfield’s oflicials, requiring the production of specified items
contained in Penfleld’s books and records. Since Penfield also re-
tused to comply with this subpena, the Commission was again obliged
to resort to a Federal district court for its enforcement. The district
court issued its order directing compliance with the subpena on June
1, 1943.  An appeal followed to the Ninth Circuit Court of Appeals,
which afirmed the action of the district court. Defendant then pe-
titioned to the Supreme Court for and was denied certiorgri. In spite

T— B 23—, 15 U. 8, Law Week 2050 (1946). '

THee 8B O0v Tacyum Can Co., ~— B, (2d) — (O, . A, T, 19460, where the eourt sum-
marily dismissed an appeal from a subpena enforcement order characterizing it as “clearly
wirhout merit.,” and “taken for delay only.” See also the various recent decisions of the
Supreme Court dealing with the seope, as distinguished from the time factor, of judicial
review of administrative subpenas which have indicated that a relevant inguiry will not be
curtailed by attempts to try out frst in court the very issueg of fact which it i3 the purpose

of the administrative inquiry to determine. As Mr. Justice Frankfurter stated in Cobblediek

v. U. 8, 309 U, 8, 323, 325 (1940), “to be effective, judicinl administration must not be
leaden-fonted.”
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of the judicially recognized lack of merit in the eontentions advanced
Ly defendant the subpena was not obeyed, even after the mandate
wns spread upon the record of the district court. Consequently, on
January 24, 1945, the Cormnission instituted elvil contempt proceed-
ings against the defendant. While this litigation was in progress,
it wis deetned necessary in view of the statute of limitations prablem
to submit, the case to a grand jury prior to completion of the investiga-
tion and the Penfield Company and several of its olficials were,
inclicted.®

Due to the pendency of this indictinent the court, in the contempt
proceeding, expressed doubt as to whether the Commission was en-
titled to obtain the evidence requested until after the conclusion of
the criminal trial because that evidence might be used by the Govern-
ment. Accordingly, the conrt postponed determination of the issue.
The matter finally was heard on July 2, 1945, on which date the
defendant was adjudged to be in contempt. The court, however,
refused to grant a remedial decree calculated to coerce production of
Penfield’s books and records. Instead it ordered defendant to “pay
a fine of $50, and stand committed until paid.”  Since such an order
did not enable the Commission to obtain access to the documents, an
appeal was taken. The circuit court reversed, ordering the entry of o
coercive decree, and the petition for certiorari takes exception to
that decision. Thus, more than 4 vears after the original order of
investigation the Commission still seeks access to the documents it
needs for its investigation. '

The scope of the injunctive power granted in Section 36 of the
Investiment Company Aet was subjected to judicial review in Aldred
Inwestinent Trust v. 8. E. O In that case a securities broker and
some associates purchased the equity in a registered investment trust
for & nominal sum at a tims when cutstanding debentures were almost,
three times the market value of the securities in the portiolio and
proceeded to manage the trust for their personal profit. They in-
vested a large portion of the funds in a speculative enterprise, a race
track, and installed themselves as officers of both the trust and the
race track at excessive salaries. TUpon application of the Commission
the broker and his associates were enjoined from continuing in the
management of the trust and a veceiver was appointed.

In the first case to involve a construction of provisions of the Trust
Indenture Act, Continental Bank & Trust Co. of N. Y. v. First
National Petrolewm Trust] the Commission filed a brief w@mdows
ewrice expressing its interpretation of the Sections invelved. The
action was brought by an indenture trustee against the issuer to re-
cover certain items of alleged overdue interest and certain charges
and expenses incident to the action alleged to be owed by the issuer.
The issuer set up as an affinnative defense the fact that the holders of
a majority in principal amount of the debentures had directed the
plaintiffs not to bring suit befors July 1, 1947, and that Section 316 of
tlie Trust Indenture Act, which had served as the basis for one of the
provisions of the indenture, permitted the vote of a majority of deben-
ture holders to determine when suit, for these items could be brought.

5 The indictment ultimately was dismisged aa to several of the defendants; the remaining
defendants were sequitted.

4151 F. (2d) 254 (C. C. A. 1, 19435), cert. denied, 328 U, §, 7085 (1946,
T— F. Supp. — (1944).
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The Commission took the view that a proper construetion of Sections
316, 317 and 318 of the Trust Indenture Act prohibited the impairment
of the right of a debenture holder to receive payment of interest unless
{1) 75 percent of the debenture holders consented to a postponement, in
the payment, and (2) a provision of the indenture stated that such a
postponement might be so obtained. The court entered judgment for
the plaintiff, sustaining the Commission’s construction of the statute,
and finding there was neither the requisite 75 percent consent to the

~ postponement of payment nor a provision in the indenture authorizing
the granting of such consent.

Two actions during the year involved a construction of Section 14
{a) of the Securities Exchange Act of 1934, Inone, 8. £. €. v. Trans-
america, the Commission brought suit to restrain the defendants
from using proxy matertals obtained as a result of solicitations which
did not inctude propesals which a minority stockholder, pursnant to
the Securities Exchange Act and the Rules promulgated thereunder,
desired to bring before the annual meeting.  The minority stockholder
sought amendments to the corporate bylaws and resolutions (1) to
permit. the stockholders to amend the bylaws at any annual meeting
without the requirement that such proposed amendments be contained
in the corporation’s notice of meeting; (2) to cause annual meetings
to be held in San Francisco, California, instead of Wilmington, Dela-
ware;? (3) to cause auditors to be elected by the stockholders and a
representative of the anditors last chosen to attend the annual meeting;

“and (4) to require that an account of the proceedings at annual meet-
ings be sent to all stockholders. The district court permitted the
proxies to be nzed for the election of directors on condition that the
meeting be adjourned to a subsequent date when such other matters
as it might decide were proper subjects for action by the security
holders would be considered. Tu the final judgment subsequently
issued the court sustained the right of the minority stockholder to
have the natice of the annual mecting include his proposal to amend
the bylaws inzofar as independent public anditors were concerned and
enjoined the management, from \-"ma ating Section 14 (a) of the Securi-
ties Exchange Act and proxy Rules X-14A-T and X~14A-2 thercunder
in any respect. After Lhe close of the fiscal year, cross appeals were
talen from the judgment of the court to the Third Circuit Court of
Appeals. Intheother action which arose under Section 14 (a), Wyalt
v. Armnstrong,'® the New York Supreme Court sustained the Commis-
sion’s contention that a proxy solicitation was defective which did
not disclose that the directors-elected had agreed prior to the solicita-
tion to resign in favor of another slate of candidates. .

Although, for the most part, the Acts administered by the Com-
mission incorporate specific statutes of limitation, the rights which
these Acts create sometimes give rise to- equitable remedies for
which no Tlimitation is - prescrihed. Tt had been decided. in
Guaranty Trust Co. v. York that when a State-created eguitable
action was instituted in n Federal court, due to the diversity of citizen-
ship of the parties, the statute of limitations prescribed by the State

* was to be applied. In Helmberg v. Armbrecht,® the Commission
5 Civil Action No. 861, United States District Court for the Distriet of Delaware.
2 The managemenl veluntarily amended the byluws to comply with thiz proposal.
MEG N, Y. Sapp. (3d} G002 ¢1945),

1390 U. 8, 99 (1045).
12827 U, 8. 392 (1948).
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appeared before the Supreme Court as amicus curiae to urge that when
the jurisdiction of the Federal court is hased upon a federally-created
equitable right, the broader Federal doctiine should be apoplicable,
which provides that where a party has been injured by fraudulent
conduct, the bar of the statute of lunitations does not hegin to run
unttl the fraud is discovered. The Supreme Court, sustaining the
Commission, ruled that federally-cveated equituble rights of action
could not be harred, irrespective of State statutes of limitation, where
delay in bringing suit was attributable to the fiaud of the defendants,

Four cases which were litigated during the period covered by
this report concerned constructions of Section 16 {(b) of the Securities
Excliange Act of 1934, TUnder this Section any profit secured by
officers, directors, and principal owners of equity securities in covpora-
tions registered on a-national securities exchange as a result of pur-
chases and saleg of their corporation’s securities within a G-month
period, inures to the benefit of the corporation. The actions, as the
statute contemplates, were instituted by private litigants. However,
the Commission appeared in each case as @mécus curiae to urge that
construction of the Section which it deemed best effectunted the in-
tention of Congress in enacting the legislation. In one case, Ameri-
vien. Distilling Co. v. Brewen® the New York Court of Appeals re-
fused to assume jurisdiction over the action on the ground that Sec-
tion 27 of the Securities Exchange Act conferred jurisdiction over
actions arvising under that act upon the Federal courts only. This
wag in accord with views expresged by the Commission. The two other
cuses, Kogan v. Schulte™ and Purk & Tilford v. Schulte ™, Involved
the conversion of preferred stock into common stockk by a controlling
stockholder within 6 months of a sale of common stock by him. In
both cases the Commission contended that the conversion was a pur-
chiase within the meaning of Section 16 (h). The district court so
held, and at the same time reallivmed the constitutionality of that
Section upon ihe anthority of Swolowe v, Delendo, 136 F. (2d) 231
(C. C. A.2,1943), cert. denied, 320 U, 8. 761, Kogan, a minority stock-
holder, was denied intervention in the Park o Tilford case by the
district court but the cireuit court reversed this action* The Com-
mission filed 2 memorandum in this case supporting the right to
intervene on the ground that there existed a community of interest
between the corporation and the defendant, an owner of a substantial
nuwnber of its shares, which might militate against a completely
adversary action,

In the other case, Gratz v. Clawghton, which is still pending in
the disirict court, the defendant contested the venue of the action,
which was laid in the place where the transactions oceurred, and
the Comumission filed o memorandum in support of that venue. Tt
was the view of the Commission that the statute should be construed
to provide as many alternative choices of venue as could reasonably
be 1implied trom the language of the Act in order that the express
purpose of Congress, “to prevent” insider profits, might he realized.
Otherwise a stoclkholder might be faced with the burden and expense

1195 N, Y. 36 (1946).

51 B Suep, 604 (8, D, N. Y., 1945).

B Civil Action No. 28-258, United Stutes District Ceurt for the Southern District of New
York. An appeul is pendivg to the Circuil Court of Appeals, .

1 Decizion without opinion rendered Mar. 23, 1036, Case No. 28488 (C, C, A, 2. 1946,

7 Civil actlon No. 85-410, United States District Court for the Southern District of
New York.
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of litigating his cause of action in a forum distant from and unre-
lated to the place where the significant acts or transactions occurred.

Criminal Proceedings

The statutes administered by the Commission provide for the trans-
mission of cvidence of statutory violations to the attorney general
who, in his discretion, may-institute appropriate eriminal proceedings.
As a matter of practice, the Commission, largely through its ten re-
gional offices, thoroughly investigates suspected violations and, in
cases where the investigation appears to disclose a foundation for
criminal proceedings, prepares detailed reports of investigation which
are forwarded to the Attorney General., When it is decided to institute
criminal proceedings, the Commisston-assigns such of its employees as
have participated in the investigation to ussist in the preparation of
the case for presentation to the grand jury, in the conduct of the trial
and in preparing briefs on appeal. Parole reports on offenders con-
victed also are prepared by members of the Commission’s staff. Where
the investigation discloses violations of statutes other than those ad-
ministered by the Commission, reference is made to the appropriate
Federal or State agency.

Up to June 30, 1946, in criminal cases developed by the Commission,
indictments against 2,449 defendants have been obtained in 380 cases.
In the eases disposed of, convictions were obtained agninst 1,203 de-
fendants. During the past vear 13 indietments have been returned
against 45 defendants. Convictions?® were obtained against 32 de-
fendants in 16 cases during the year.™

In the eriminal appeals decided during the past year judgments of
conviction were affivmed as to 14 defendants.® QOne appeal was vol-
untarily withdrawn. There were no reversals of convictions,

The status of all criminal cases pending during the past fiscal year
is set forth in Appendix Tables 24 and 252 Some of the cases prose-
cuted during the past fiscal year arc described below.

The types of fraud cases encountered during the past year are
extremely varied. These include fraud in the promotion of new
businesses and inventions; unlawful practices on the part of corpo-
rate officers; various frands by broker-dealers; fraudulent whiskey
warehouse receipls promotions; failure to keep books and records as
prescribed by the statutes; and the filing of false financial statements
and annnal reports with the Commission. -

Charges of fraud and unlawful conduct on the part of broker-
dealers figured prominently in the cases prosecuted during the year.
Among such cases was 7. 8. v. W. B, Hempstead and Co., et al. (D,
‘R. L) where it was charged, énter alia, that the company and three of
its officers solicited and accepted customers’ orders for the purchase and
sale of securities and deposits of money and securities without dis-
closing that the company was insolvent. The indictment also charged
that the defendants hypothecated the said securities and converted the
proceeds to their own use and benefit.* A somewhat similar case was
developed by the Commission in U. 8. v. Edwin Pavl Woeodman, et al.
(D. Mass.) resulting in a guilty plea by the two defendants involved

18 Tneluding pleas of gullty or nole vonlendere.

® Two of tkese casges are still open as to other defendants, .

2 These appeals involved a totul of four cnses.

2t Appendix Table 29, part 2, relates to eriminal contempt preceedings,
2= All defendants therein were convieted. '
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at the conclusion of the trial. U, 8. v. Mewwell and Co., Ine., et al.
(D. Mass.) involved the unanthorized pledging of customers’ securi-
ties, the forgery of customers’ checks, the forgery of signatures to as-
siguments of customers’ securities, and the printing and sale of spu-
rious stock certificates and debentures,* .

In 7. 8. v. Charles J. Callenan (D. Mass.) conviction was obtained
for the conversion of customers’ securities, the filing of false reports
with the Commission, and the failure to keep books and records as
required by Section 17 (a) of the Securities Exchange Act of 1943 and
the rules thereunder prescribed by the Commission as necessary and
appropriate for the protection of investors. U. 5. v, Glen J. Hilde-
Lrand (S. D. IIL) also involved the failure by a broker-dealer to keep
books and records as required by the Commission’s rules, and resnlted
in a plea of guilty,

Another broker-dealer case pending during the year was U. S, v.
Flovida Bond and Shave, Inc., et ol. (8. D. Flu.). The indictment in
that case charged fraud predicuted upon the sale of securities to unin-
formed customers at prices not rensonably velated to the prevailing
market prices, without apprepriate disclosuve.  After the close of the
fiscal year, on July 11, 1946, convictions were obtained against four of
the five defendants named in the indictment.®

In U7, S. v, Avthur Edwin Daye (8.1, Fla.) conviction was ebtained
on a charge that defendant, representing himself to be a broker-dealer
in securities, obtained securities from customers for the purpose of sale,
thereafter selling the same and converting the proceeds.® A somewhat
similar fraud was charged in U. 8. v. Arthur Briscoe Wilson (N. D.
I11.) where a securities salesman converted to his own use the proceeds
of the sale of customers’ securities, the possession of which he had
obtained through false representations.*

A substantial number of the cases pending during the past fiseal year
involved charges of fraud in connection with the sale of interests in oil
properties. These were U, 8. v. Fravis V. Raymond (D. Md.) ;¥ U. S,
v. (. Melton Smith (5. D. N, Y.):® U. & v. Norman Bonson, et al.
(WD. Wis.) ;2 U. 8. v. Herman L. Schuh, et ol (BE.D.Va.};2 U, S. v,
Thomas P. Mulvaney, et al. (8. D. Towa};* and U. 8. v. Stanley
etal. (S.D.N.Y).*

In the Raymond case defendant was charged with employing the
“Ponzi” type of swindle, paying the purchasers of interesis in oil
Jands purported “returns” on their investments without disclosing that
such funds were not derived from the operation of the properties but
in fact were a portion of the monies which the investors had paid to the
defendant.

A fraudulent “switch” scheme was alleged in U, S, v. Mark 4. Free-
matn, et al. (N, Div. E. D. I11.) which involved transactions in whiskey

= One defendant pleaded guilty; the remalning two defendants were found gullty after
Iriad. P

=t Thig marks the third successtul prosecution based on this type of fraud. Others were
U, 8 v. O0lto B. Dagg, et al. (W. D. Wash, 1943), and U. 8. v. Guaraaty Underwriters, Inc.,
et ul. (8. D. Fla. 1944), !

= The indictmaent charged vinlation of the mail fraud statute (215 Federal Criminal Code).
Detendant pleaded nola centendere, nnd was sentenced to 3 years' imprisenment.

= Defendant pleaded gullty,

2 Defendant pleaded guilty.

28 Jmith wak gentenced to 8 months and placed on probation for 2 years upon expiration
of sentence. Indictment snolle prossed as to other defendants,

* Beuson was septenced to 3 years' lmprisonment.

30 Ponding.

4 Peanding.

% Pending.
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warehouse regceipts, The indictment chavged that the owners of
whiskey warehouse receipts were induced to exchange them for bot-
tling contracts with a corporation which defendants had organized.
It was churged that defendants had represented that the whiskey
could be bottled, rectified and sold for tlhe investors, for which the
corporation would receive only a small fee, whereas in fact the de-
fendanis sold or hypothecated the warehouse receipts and converted
the proceeds to thetr own use®® U, 8. v. Frank L. Ryan. et of. (E. D.
N. ) alsoinvolved frand in whiskey warehouse receipt transactions.™

An indietment charging violations of Section 10 (b) of the Securi-
ties Exchange Act of 1934 and Rule X-10B-5 thereunder, as well as
the mail frand statute (Section 215 of the Federal Criminal Code) was
retirned during the past year in U. 5. v. Kdgar M. Gviswold (N. D.
Ohio). It was charged that Griswold had defravded various per-
sons, principally tavern owners, in transactions relating to the stock
of o prominent distilling company. Whiskey putchase rights were
attached to the stocl. Griswold, 1t was alleged, represented to pur-
chasers that the stock would be worthless after the whiskey rights were
exercised and that it could not be retained by the purchasers after
such exercige. According to the indictment, Grisweld, by virtue of
these false representations and his failure to discloge that the stock
had a muarket value of not less than $24 a share after exercise of the
whiskey rights, was enabled to obtain the stock for his own use and
in fraud of the original purchasers theréof. The case is now pending.

A “front money” scheme in which persons desirous of obtaining
capital for the financing of new businesses were defrauded was in-
volved in U. 8. v. Ocie . Walker (N. D, Texas). It was charged
that Walker devised s scheme to defraud persons whoe could be indneed
by tulse representations to turn money over to him upon his promise
to arrunge for the organization of eorporations and to assist such
persons in the sale of the stock of such corporations when erganized.
Defendant was convicted on his plea of nolo contendere.

A conviction for fraudulent misrepresentations in connegtion with
the promotion of a new husinesswas obtained in UV. 8. v. Fefleral Fayr-
Ew,et ol (S.D. N, Y.).* Also, during the past fiscal year a convie-
tion was obtained in U. 8. v. Liggett  Myers Tobacco Co., et al.
(E. D. Pa.) for the making of false and misleading statements in re-
ports required to be filed under the Securities Exchange Act of 1934,
The indictment, charged willful concealment in annual reports filed
under Section 13 of facts relating to the existence of a profit-sharing
ptan for certain officers and employees of the company other than
the president and vice presidents. The corporation was fined $10,000
upem its plea of nolo contendere.

Fraud by officers in connection with the management of a corpora-
tion was involved in the indictment returned in &, 8. v. Alfred. Ep-
stein, et el. (E. D, Mich.),* which case is now pending. '

In a number of cases Canadian mining company stocks were sold
to residents of the Tinited States by persons residing in Canada whe

# Defendant Freeman found guilty after trial and sentenced fo 5 years: appral pending,
Jury disagreed as to five other defendiants who later withdrew their pleas of not guilty and
pleaded nolo contendeore. One defendant Found not guilty on wele contendere plea.  Ver-
dict of not guilty directed as Lo one other defendant.

3 Four defendants conviefed.

% Onoe defendant pleaded guilty and was sentebced to a term of 4 yrears’ imprisonment.
Two other defendants were acquitted. - ’

% The indictment charged violation of Section 215 of the Federal Criminal Code (Mail
Fraud Statute).
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operate from across the border without compliance with the statutes
ol this country. The Commission has been cooperating with the State
Department and the Department of Justice in eflorts to secure o
treaty with Canada which would permit extradition of persons vio-
lating the Federal and State securities laws. The treaty was ratified
in the United States Senate in April 1942, but to date it has not been
ratified by the Canadian Parliament. Numerous cases of this type
have been the subject of investigntion by the staff of the Commission.
Tudictments have been obtained in a numnber of these cases. .
The eriminal appeals decided during the past fiscal year were:
U.8.v. Hugh J. Carvuthers, 102 F. (8d) 512 (C. C. A. 7, 1945), cert.
denied, 66 S, Ct. 805 (1946), in which judgment of conviction on
charges of fraudulent ‘sales of securities of an alleged fraternal and
educational association was sustained ; Frank Mansficld, et alv. U. 8.,
153 I, (2d) 952 (C. C. A.5,194G), where the counrt sustained the convie-
ttons of 11 defendants for fraud in the sale of interestz in oil proper-
ties; U, 8. v. George 4. Earnhardt, et al., 153 F. (2d) 472 (C. C. A T,
10463, cert. dended, 66 S. Ct. 1350 (1946), in whicl conviction on a
similar charge was sustained ; and Leslic 6, Bowenv. U. 8., 1533 F. (2d)
747 (C. C. AL 8, 1946, cert. dended, 66 8. Ct. 980 (1946), sustaining a
conviction for fraud in the sale of securities in o new small
manufacturing enterprise. . '

COMPLAINTS AND INVESTIGATIONS

The Commission received during the year 7,609 items of mail con-
cerned with alleged securities violutions, This correspondence 1s
-lassified administratively as “complaint enforcement” correspondence,
This material constitutes one of the Commission’s important sources
of information concerning possible securities violations, while investi-
oations made by the Comnussion’s staff and contacts maintained with
other governmental (Federal, State, and loeal) or private agencies
provide additional sources of such information. Where it uppears
on the basis of any such data that any securities violation may have
oceurred, the Commission conducts appropriate investigations by
means of correspondence or the assignment of cases to field investiga-
tors to ascertain the facts of the partienlar case.  The extent of these
investigatory activities of the Commission during the past year; under
the Securities Act of 1933, the Securities Iixchange Act of 1934, Sec-
tions 12 (e) and (L} of the Public Utility Holding Company Act of
1935, the Investment Compuny Act of 1940, and the Investent Ad-
visers Act of 1940, is reflected in the following table:
Investipadions of securities viclations®

- o —
Preliminary 2| Docketed Total
Ponding at June 30, 1945 ... _ . . 189 701 ]
Jpened 7-1-45 Lo 6-30-46: . .
New CaseS . _ ..o memmmieaoas - 155 237 392
Pransferred from preliminary. oo 20 20
Total number of ¢ases Lo be accounted Toro ... 34 458 1,507
Slosed 66 123 18
I'ransferrad to docketed. . b P, €N
Pending at June 30, 1946 258 835 1,094

1 These investigations of securitivs violations include the oil and gas luvestigations which are scparately

sbulated and diseussed in Part Iof this report. . .
1 Investigations carried on through earrespondenee and limited fleld work,

3 Investipatlons assigued to field invesligators.
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To assist its continning enforcement and registration activities, and
to provide a further means of preventing fraud in the purchase and
sale of secnrities, the Commission has established a securities viola-
tions file, consisting of a clearing house of information concerning
persons who have been charged with violations of various Federal
andd Stale securities statutes. This clearing . house has been kept
up-fo-date during the past year, as in previous years, through the
cooperation of the United States PPost Office Department, the Federal
Burean of Investigation, parole and probation officials, State securi-
ties commissions, Federal and State prosecuting attorneys, police
officials and other public agencies, members of the National Associa-
tion of Better Business Bureaus, Ine., and members of the Uniled
States Chamber of Commerce. By the end of the past fiseal year the
Commission had assembled in these files data concerning an aggregate
of 46,024 persons against whom Federal or State action had been
talten in connection with securities violations. "During the past year
alone additional items of information relating to 3,706 such persons
were added to these files, including information concerning 1,146
persons not previously identified therein.

The extensive use made of this clearing house of information is
suggested by the fact that during the past year the Commission
received, in connection with 1fs maintenance, 2,394 “securities viola-
tions” letters or reports {apart from those meniioned above which are
classified as “complaint enforcement”) and dispatched 2,915 com-
munications in turn to cooperating agencies,

ACTIVITIES OF THE COMMISSION IN ACCOUNTING AND AUBDITING

The preparation, filing and, in some cases, other publications of
financial staiements for the information of the investing public and of
the Commission is o fundamental requirement under the Securities
Act of 1033, the Securities Exchange Act of 1934, the Public Utility
Holding Company Act of 1935, and the Investment Company Act of
1940, To ensnre the adequacy and reliability of such statements the
Commiission is given, under exch of these Acts, broad authority in
matters of accounting—including important funetions with respect
to the basis, form, and coutent of financial statements. In those
aveas where specific rules and regulations as to the methods of
accounting to be followed are neither practicable nor desirable, guides
are found in accounting principles which have been recognized as
sound by professional accountants generally. In this area chief re-
liance for the protection of inveslors and the public therefore rests
largely in the administrative determination of the applicable, account-
ing and anditing prineiples and procedures properly to be followed
in the preparation of financial statements,

This large segment of the Commission’s accounting activities pre-
supposes constant contact and cooperation between the Commission
and representative professional hodies and, in those cases where the
accounting issue is of considerable importance and has wide applica-
tion, may result in the publication of Accounting Series Relcases. It
would be difficult to express in guantitative terms the extent of the
Commisgsion’s treatnient of accounting guestions by these adininistra-
tive means. However, a very large portion of the time of the account-
ing staff is spent in the discussion of such cases with registrants and
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their accounting and legal advisers. In addition, there 13 an over-
growing volume of mguiries as to propriety of particular accounting
practices being made by accountants, and by companies not presentl
subject to any of the Acts administered by the Commission, who wish
to ascertain the Commission’s policy in such matters and thus utilize
and apply the Commission’s experience to the faets of their own case.

The organization of the accounting staff of the Commission is
especially designed to facilitate informal consideration of accounting
malters. The Chief Accountant acts as the Commission’s chief adviser
and consulting officer on accounting matters and has general supervi-
sion over the egtablishment and execution of Commission policy with
respect to accounting and auditing principles or practices. He is as-
sisted directly by an assistant chief accountant and, in addition, an
assistant chief accountant is assigned to and directly responsible for
the examination of financial data and other accounting work in the
three operating divisions, namely, the Corporation Finanee Division,
the Trading and Exchange Division, and the Public Ttilities Division.

The majority of nccounting problems arises as a result of examina-
tion of financlal statements received. Whers the examination of the
statements reveals that the rules and regulations of the Commission
hiave not been complied with or that applicable accounting principles
have not been followed, the examining division directs the attention
of the registrant to the deficiencies by letier. These letters of comment
and the correspondence or conferences that follow continue, as in the
past, to be a most convenlent and satisfactory method of effecting cor-
rections and improvements in financial statements.

Reconversion to Peacetime Activities and New Registrants

The past fiscal year has seen the cessation of hostilities and the lift-
ing of wartime censorship and secrecy restrictions as they affected the
publication of financial information, The effect on financial reporting
of the termination of war contracts and the reconversion of business
to a peacetime basis was anticipated in the last annual report. That
report discussed the adoption in July 1945 of o program of quarterly
reporting of dollar amounts of sales and unfilled orders showing sepa-
rately sales made pursuant to war contracts. At the same time
immediate reports were required in the event of the termination of a
war contract the uncompleted portion of which amounted to over 20
percent of the registrant’s total sales for'the previous fiscal year. This
program was designed to keep investors and the public abreast of
vital changes in the volume of business during the period of transition
from war production to peacctime operations.®

The end of the war early in this fiscal year and the termination of

rar contracts led to the recission of this reporting program and to
the adoption of o general program' of quarterly reports of the volume
of business being done by most issuers having securities registered on
national securities exchanges.® Prior to adoption, preliminary drafts
of the proposed new rule and report form were modified to reflect
comments obtained from technical and professional associations, gov-
ernmental agencies, national securities exchanges, individual compa-
nies, public accountants, attorneys, and many other interested persons,

5T Beeurities Exehange Act Release Ne. 8718, July 23, 1945,
38 Bacuritlés Exchange Act Release No. 3803, March 28, 1848,

T22108—47 9
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Of particular interest is the adoption of the suggestion that if the
registrant publishes or issues to its stockholders a quarterly report
containing the information required by the new rule, such report ma;
be substituted for information ealled for in the form prescribed.
Initially insurance companies,investment companies,common carriers,
and public utilities were exémpted by the rule. - Following discussions
with representatives of the sugar industry at the close of the fiseal year
the rule was amended * to exempt companies primarily engaged in thie
production of raw cane sugar or other seasonal single-crop agricul-
tural commodity since such producers ordinarily have no sales in two
or more of their fiscal quarters,

An important problem of the current year which was forecast in
our last annual report involves the proper disposition of war reserves
and the treatment of war costs, losses, and expenses recognized during
the year. Throughout the year extensive consideration was given by
corporation and public accountants as well as the Commission to the
question of the extent to which current repairs and maintenance, strike
expenses, inventory losses, loss on war facilities, and plant reconversion
expenses might properly be charged back against war profits, thus
relieving the current income account. In view of the wide diversity in
opinion as to the proper treatment of such items, the problems were
submitted for comment to a large and representative group of regis-
trants, professional and technical’ associations, financial services,
accountants, attorneys, and others concerned. A substantial majority
concurred in the staff proposal to deal with the problem during this
transition period by requiring a specific form of disclosure in the
financial statements. : .

The rule adopted #° therefore required that where war items are
excluded from the income account and carried directly to surplus or
reserve accounts, the net aggregate amount so excluded is to be set
- forth following the net incoms for the period. The nature, amount,
and treatment of such items, including the tax effect of the treatment
employed, is to be explained. In addition, appropriate disclosure is
required of any substantial war items included in the income state-
ment, Finally, a statement is required of the principle followed in
classifying particular items as attributable to conditions arising out
of the war or its termination, :

A second major problem arising from war conditions was pre-
cipitated by the President’s termination on September 29, 1945, of the
period for the tax amortization of war facilities. For tax purposes,
emergency war focilities acquired after December 81, 1939, under
certificates of necessity could be amortized over a 60-month period or
less if the President declared the emergency ended prior to the elapse
of 60 months. The result has been that many companies have kept
their books on this tax basis and as of September 30, 1945, wrote
their emergency facilities down to zero. For assets not largely
amortized this resulted in a substantial amortization charge in 1945,
often for facilities having continuning usefulness for peacetime opera-
tions. If this procedure is followed in the préparation of general
financial statements, one result is that subsequent balance sheets may
- be viewed as understated because of the omission of substantial and

® Anngunced in Securitles Bychnange Act Tteleare No. 5B32, July 12, 1048,
10 Apcounting Series Melense No, 54, March 20, 1048, E
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useful assets. At the same time postwar earnings will fail to include
any charges for the use of these assets, and to that extent may be
viewed as overstated. This problem is bheing actively debated in
business and professional accounting circles and is the subject of con-
tinuing study and vesearch on the part of the Commission.

- Another development has been an almost unprecedented flood of
registration statements for the sale of securities to the public. Else-
where in this report it is noted that over 750 registration statements
were filed during the fiscal year. Many of these were for companies
with previous registration experience taking advantage of current low
interest and dividend rates to refinance their bond and preferred stock
issues. Many companies, however, were secking new capital for the
first time sinee the enactment of the Securities Act of 1933 and in
other cases security holders in closely.held enterprises were seeking
to sell part of their holdings to the public. ISven .in the first group
experienced accounting executives and public accountants with, ex-
tensive experience with financial statements filed with this Commis-
sion encountered unique and controversial accounting problems
largely of a war or reconversion origin. Of the latter gronp many
had never before been subject to the financial reporting standards of
a stock exchange or of a securities commission; hence, both the com-
panies and in many cases their independent public accountants had
to face many new problems. :

Mention has heen-made in previous reports of the extensive unse
of informal conferences and correspondence as a means of denling
with diffieult accounting and auditing questions. These administra-
tive procedurcs have long proved.extremely effective as a means of
arriving at solutions of novel or complex questions since they afford
an opportunity not only to arrive at a mutual understanding of the
facts but alse to work out a solution properly protective of investors’
interests and agreehble to all involved. In the case of new registrants
these conferences have been particnlarly useful in advance of filing as
a means of obtaining compliance with sound accounting and dis-
clasnre principles, thus avoiding deficiencies and delay when the filing
is made. Because of their importance to the efficient administration
of the Securities Acts, it is appropriate to describe two typical informal
procedures of this kind.

The first illustration is a case which involved the propriety of a
company’s method of apportioning against income the loss in useful
value of its fixed assets. The company followed an inventory and
retirement method. While agreeing that the method had long ago
been discredited among industrial companies generally {(among public
utility companies in more recent years), this industrral company con-
tended that the method was appropriate under the particular facts of
its case. After the initial correspondence four conferences were held,
at three of which the company’s independent public accountants were
present. The Commission, after careful examination of the facts and
of the contentions presented in a written memorandum from the com-
pany adopted the staff recommendation that depreciation methods
he required in lieu of the inventory-retirement method, becanse the
latter in fact resulted in an improper determination of profits as
hetween years and in an overstatement, of balance sheet assets. In order
to allow the company ample time in which to make the change-over,

1
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the company was permitted to give effect to the revision in its state-
ments of the following vear, . :

A second illustration involved the treatment of a stock dividend,
In the company’s application, filed with the New York Stock Exchange
and with the Commission, for the registration of the necessary shares,
the company indicated that this dividend would be chargedyaguinst
earned surplus at a per-share amount, stated in the application, repre-
senting the fair value of the shares to be issued. Later, in an mmended
application, the amount per share of the charge ngainst earned surplus
for the dividend wuas changed to a lesser nmount represented by the
par value of the shares. The staff advised the company that applicable
accounting prineiples requirved a charge against earned surplus in the
amount. of the fair value of the shares. However, in the company’s
annual report filed shortly theregfter the accounting treatment to
which the staff hiad objected was followed. Moreover, the 1'eport of the
independent public accountants accompanying the company’s financial
statements contained an explicit exception to the company’s failure to
account for the dividend at foir value rather than the lower par value
figure. The company was again requested to change its accounting
treatment of the transaction, hut declined to do so. After reconsider-
ing its pesition and reviewing the case in detail, the staff again advised
the company that the annuoal report should be amended in accordance
with its earlier vecommendations and those of the independent
accountants. TFailing this, the stafl indicated it would consider the
report false and misleading and would accordingly recommend that,
appropriate formal action be taken by the Commission to determine
whether the company had failed to comply with the provisions of the
Securitics Exchange Act and the rules and regmlations thereunder.
Following this interchange of views the statements were amended
without resorting to formal action. .

Developments in the Ficld of Acecounting Principles and Procedures

Certain developments in the field of adcounting principles and pro-
cedures arising out of war conditions and reconversion to peaceful
pursuits have been mentioned in preceding paragraphs. An asso-
ciated problem, the proper treatment of corporate income taxes, was
of particular importance due to the existence of high wartime rates
and humerous differences in accounting treatment of substantial items
in determining taxable income and income for financial reporting
purposes. Extended discussions of this subject of “tax reductions”
or so-called “tax savings” which were in progress at this time last
year between the Commission and representatives of nrofessional
aceotnting societies and others were conelnded and the Commission’s
opinion was published as Accounting Series Release No. 53.% . This
opinion “In the Matter of ‘Charges in Lieu of Taxes’” contains an
extensive discussion of the Commission’s views as to the procedures
to be followed in accounting for reductions in income taxes as a result
of premiums and expenses incurred in refunding bonds, substantial
loss sustained on the abandonment of properties, and the taking of
aceelerated amortization on emergency war facilities. ,

This opinion dealt with a practice which had been growing up
for some time, a practice tolerated by some accountants and sincerely

# November 16, 19435,



TWELFTH ANNUAL REPORT 117

.advocated by others, pursuant to which the current income account
ig charged, under the heading of income. taxes or charges in lieu of
income taxes, not only with the actual amount of income taxes ex-
pected to he paid by the company but also with an additional sum
equivalent to the reduction in taxes brought about by unusual cir-
cumstances “in a particular year. This additional charge against
income is, in most cases, offset either by a credit to surplus or by
utilizing the reduction for some special purpose such as eliminating
a portion of unamortized discount on bonds. The amount of the
estimated reduction has been colloquially termed a “tax saving™ and
the general problem loosely referred to as the “treatment of tax
s}:wings.” The principal conclusiong announced in the opinion were
that: : :

1. The amount shown as provision for taxes should refleet only actual taxes
believed to be payable under the applicable tax laws:
2. The use of the eaption “charges or provisions In lien of taxes™ is not acceptable;
3. If it is determiued, in view of the tax effect now attributable to certain trans-
actions. to aceclerate the amortization of deferred charges or to write off
losses by weans of charges to the income aceount, the charge made should
bg s0 captioned as to indicate clearly the expenses or losses being writien
Ol
During the year, cfforts were continued looking to a solution of a
perennial accounting issne—whether there are circumstances under
which certain items of income, expense, or loss may justifiably be ex-
cluded from thie computation of net income as shown by the profit
und loss statement and carried divectly to earned surplus.  Account-
ants have not vet agreed upon any general principles as to the proper
way of identifying such items and disposing of them. Nevertheless,
depending on the treatment of particular items of a nonrecurring or
unnsual nature as between income or surplus, it is possible to vary
reported earnings within very wide limits, thus making intelligent
analyses and comparisons difficult and sometime impossible. A staff
study ot charges and credits made directly to earned surplus, snpple-
menting and extending earlier studies, reconfirmed the complete lack
of consistency in the treatment of smplus entries as between com-
panies, between wccountants, hetween the same company’s reports for
different years, and between reports certified by the same accountants.
In addition, a round table discussion to coustder the subject was
spousored by the Comimission and was attended by representatives of
aceounting vrgunizutions and others interested in the problem. The
results of these studies have been mnde available to members of pro-
fessional ncvounting groups specially interested in the problem and
a Iree exchange of ideas between the staff und these groups has been
a fealure of the past vear. A summary of the results of the current
vear’s study was published in “The New York Certified Public Ac-
countant.” ** It 1s believed that definite progress has been made
toward a more uniform treatment of these perplexing items.
Consideration of proposals for a thorough revision of the account-
ing requirements appheable to management investment companies
as laid down in Article ¢ of Regulation S-X was advanced consider-
ably during the year. A restatement of Article 6 incorporating many
of the recommendations of the National Association of Investment

= Willimm W. Werntz and Earle C. King, *An Analysis of Charges and Credita to Earned
Sarplus,” September 194485,
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Companies and of the American Institute of Accountants was pub-
li¢hed accompanied by a comprehensive discussion of the proposals
and explanation of remaining points of difference between the Com-
mission’s staff and outside commentators. Announcement was made
on May 22, 1046, that a public conference would be held by the Com-
mission on July 9, 1946, to cousider the revised proposals.*® All
interested persons were invited to attend or to file any comments
desived. It may he noted that the procedure followed in the con-
sideration of these importani amendments to the Commission’s ac-
counting rules conformed substantially to that required by Section
4 of the Administrative Procedures Act which became law June 11,
1946, and, as to rule making, is effective September 11, 1946.

Other examples of the Commission’s practice of discussing partic-
ular problems with specialists in various fields include a conference
with representatives of the New York Society of Securily Analysts on
the subject of financial data secured by the Commission. Further,
attention was given to financial reporting by mining corporations and
a helpful conference was held with the American Institute of Ac-
countants” subcommittee on mine accounting. '

On June 20, 1946, {he Commission announced that it had subnitted
to Congress a report ** recommending the extension of certain protec-
tive features of the Securities Exchange Act of 1934 to unregistered
corporations having at least $3,000,000 in assets and at least 300
security holders. The report contains studies of stockholders reports
of unregistered companies, the principal, if not the only, source of
public information as to the financial affairs of such companies, The
study disclosed that in practieally every case the statements failed to
diselose information that is of consideruble significance to investors.
Frequently, snch companies failed to mnke public a full set of finan-
cial-statements. In many cases, the available financial statements were
deficient as to the form and content of the balance sheet and income
statement and failed to make adequate disclosures in footnotes. In
some instances, it appeared that improper or unsound accounting
principles had been followed. The study showed that in 90 percent
of (he cases the statements were certified by public accountants.

An important conclusion of the Commission as expressed in the
report was that whatever a certifying accountant’s personal views
may be about the necessity or desirability of disclosure, it was appar-
ent in the cases studied that management policy was the factor which
determined the nature of the nnnual report and that unless accountants
can point to legal requirements as to the extent of disclosure they are
often unable to insist on a position contrary to that of the manage-
ment. The Comniission further concluded that accountants need and
should have the support of the Commission’s accounting regulations.®
Tt was noted that a similar finding with respect to the position of
accountants in Great Britain was made by a committee of the DBoard
of Trade investiguting the need for amendments to the Companies
Acts.®

. ’/
A3 accounting Series Release No. 53, May 22, 1046,

+i v 4 Proposal to Sufegunred Investors in Unregistered Securities,” nnueunced in Securitles
Exchange Act Release No, 3828, June 20, 1046,

4 Beo the stock dividend illugtration above.

16'54R§-|mrt of the Committee on Company Law Anicadment, Board of Trade, Great Britain
(1945) G54. -
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Several cases involving the use of inadequate or, deliberately false
financial statements with the effect of working' a fraud on investors
were considered by the Commission during the year. [n the Matter of
Suburban Electric Securities Co.* is a sequel to the case reported in
this section of last year's report. That case reported an aetion taken
to force the registrant to correct grossly inadequate financial state-
ments. The current case dealt with a request for withdrawal of the
registrant’s securities from listing and registration. It seemed clear
that the inadequate financial information furnished to stockholders
prior to the intervention of this Commission assisted the management
in a program of repurchase of the company’s senior securities while the
management retained its owr holdings of all classes of securities. The
terms imposed for withdrawal from listing and registration and for
the continuance of the repurchase program included a vote by stock-
holders who had first to be furnished with company and consolidated
balance sheets, itemized surplus statements, and profit and loss state-
ments conforming to generally accepted accounting principles, as of a
time within the past 12 months.

In the case of Albert M. Greenfield & Co:,* an unregistered company,
puhlic investors had been sold long-term debentures which after busi-
ness reverses and interests defaults sold in the over-the-counter market
at a considerable discount. In the spring of 1945, after a substantinl
impro¥ement in finaneial conditions due to the war, the company
through an affiliate (a relationship unknown to the investors) pur-
chased some of the debentures gt much less than their book value.
Investigation disclosed that the debenture holders were consistently

denied information but were referred to the indenture trustee who in -

turn was repeatedly denied audited financial reports required under

the trust indenture. The Commission’s court action was withdrawn

after the company agreed. to have its books audited by a representative
firm of accountants, to furnish copies of the auditors’ reports to the
trustee, and to furnish debenture holders audited reporis in a form
satisfactory to the Commission. The company also was required to
offer to rescind all debenture repurchase trimnsactions since the
initiation of the program in March 1945,

Two cases in which broker-dealer registrations were revoked in-
cluded elements similar to the cases just presented. In one® of the
cases material misrepresentations with respect to a company’s finan-
cial condition assisted in inducing stockholders to sell their holdings
to agents of officers of the company. TIn this case the officers knew
that the business was in a better condition than represented. In
the other case, the company publicly offered and sdld its preferved
stock without disclosure that statements and figures in the prospectus
usged in connection with the sale were based on false, fictitious, and
nisleading bookkeeping entries and on assets of doubtful value.?

Developments in the Field of Auditing Practices and Professional Conduet

Last year we reported on a case in which a' certified public account-
ant failed to perform a satisfactory audit of the books of a securities
broker-dealer. This field of auditing and reports of publie aceount-

4 Securities-Exchange Act Relense No. 3322,

# Lifigation Releages No. 302, Nov. 7, 1945, and No. 338, Apr. 3, 1844,

** Becurities Exchange Act Releuse No. A716
* Becurities Exchange Act Relsase Noo 3772,
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ants required by our Rule X-17A-5has caused us some concern durin
the past year. The two cases mentioned in the preceding paragraph
contained “evidence of unsatisfattory work by public accountants.
Examination of reports filed during the year and correspondence
conducted in connection with some of the reports also indicgte that
many broker-dealer audits are performed by accountants unfamiliar
with the Commission’s Fequirements and apparently not well-versed
in the general requirements of up-to-date auditing procedure as sef
forth in publications of the American Institute of Accountants and
_elsewhere. A thorough discussion of the problem was had with
representatives of the American Institute of Accountants following
which plans were made to undertake a program of education in an
effort to improve the work done in tlis special field. A general
editorial calling attention to the problem in very strong terms was
published in the Journal of Accountancy in June, 1946.5

In another field of business a case was considered by the Commission
in which it was found that the anditor was not independent and the
audits made were not in accordance with generally accepted auditing
standards applicable in the circumstances.® The record in the case
revealed that the accounting firm in question had certified the financial
statements of the registrant over a 5-year period. In one of those
years, the accountant engaged the treasurer and bookkeeper of the
registrant to do the detailed auditing work including the preparation
of working papers. In the other years, the detailed auditing work was
done by a member of the accountants’ staff who did not make that
critical and objective examination which is the obligation of an in-
. dependent accountant and in particular he failed to investigate
adequately transactions between the registrant and its parent and
affiliates and to disclose that substantial amounts of the receivables
and payables were duc from or to the parvent and afliliates. In four
of the years no adequate review of the auditing work was made either
by the head of the certifying firm or by a certified public accountant
who was engaged to review the working papers and to sign the report.
It was also found that the business relations of the head of the account-
ing firm and the president of the registrant were so intimate “as to
preclude any independent approach to the audit. .

STATISTICS AND SPECIAL STUDIES
Capital Markets

The Commission, during the fiscal yéar ended June 30, 1946, con-
tinued to compile and analyze statistics on the volume and character-
istics of offerings and retivements of securities; the distribution of and
the changes in ownership of securities among different groups of in-
stitutional, corporate, and individual holders; and. various other
aspects of capital markets statistics. Figures were released monthly
showing the volume of all new issues of securities known to have heen
offered within the United States for cash sales in amounts of more than
$100,000, together with break-downs comparing the amounts of regis-
terecl and unregistered issues, indicating the type of exemption; puﬁlic
offerings and private placements; bonds, preferred stocks, and common
stocks; corporate ancl noncorporate issues; and the net proceeds in-

5 1'A Warning to Auditors,” June 1046, p. 447,
2 ped Rank 04l Co., Securities Exchange Act Release No, 3770.
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tended for refunding and for expansion of plant and equipment and
working capital of each principal industrial group. dditional
break-downs of the dollar volume of securities registered under the
Securities Act of 1933 were released regularly showing the amounts
registered for exchange, conversion, ete., as well as for cash sale; the
volume of secondaty as well as primary distributions; the amounts
offercd through investment bankers and dirvectly by the issuers; the
volumes expected to be absorhed primarily by the general public, by
security holders, and by other special groups; and the distribution by
Investmént banking firms of underwriting commitments and syndi-
cate management activities. Some of these statistics hnve been sum-
marized in Tables 1 through 4 of the Appendix to this report.

In addition to information published on the capital markets, many
special adaptations of the basic data were made to problems met in
the day-to-day operations of the Commission and to questions raised
by other governiental agencies and by members of Congress. During
the year a detailed study was made and a report prepared for interna,
purposes on new issues $100,000 to $300,000 in size exempted from
registration under the Securities Act s a result of the amendment to
Regulation A effective May 21, 1945, At the close of the fiscal year,
several reports were in preparation including an analysis of the extent.
and significance of underwriters’ speculative compensation (options,
ete.), long-term bank loans as a substitute for public offerings, and
private placements. Other studies planned for the next fiscal year
are a comprehensive analysis of the cost of flotation of securities, an
intensive study of the expenses involved in registration under the
Securities Act, an jnvestigution of the success of flotations of registered
1ssues, a study of offermgs to stockholders and by stockholders, in-
cluding bail-outs, an analysis of the comparative experience of inves-
tors in registered and nonregistered Issues, and a study of the
characteristics of investors in new securities. -

Saving Stady

The Commission continued its series of quarterly releases on the
volume and composition of saving by individuals in the United States.
These releases show the aggregate volume of individuals® saving, that
1s, the increase in their assets less the increase in their liabilities,
exclusive of gains or losses from revaluation of assets. The figures
also show the components contributing to this total, such as changes in
securities, cash, insurance, consmners’ indebtedness, and consumers’
durable goods. )

Financial Position of Corporations

The series of quarterly releases on the working capital position of all
United States corporations, exclusive of banks and insurance compa-
nies, was continued. These releases show the prineipal components of
current assets .and current liabilities and an abbreviated analysis of
the sources and uses of corporate funds. In addition semiannual
supplementary tables were released showing a detailed break-down of
current assets and liabilities for various industry and size groups of
corporations registered with the Commission. It is intended in sub-
sequent reports to present more detailed data on the sources and uses
of corporate funds, including a few additional income aceount and
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balance sheet items, thus giving an up-to-date analysis of the financial
condition of corporations as well as a complete picture of the volume
and composition of corporate saving. ’

In Decemher 1945, the Commission, together with the Department
of Commerce, inaugurated a series of quarterly releases on the plant
and equipment expenditures by Unitec_(ll States businesses other than
agriculture. Shortly after the close of each quarter, these releases
present industry totals on the actunal capital expenditures of that
quarter and anticipated expenditures for the next two quarters. It
is intended in future reports to present additional data showing more
detailed classifications of industry groups and a size-of-company
break-down. These data provide a nseful index of present and future
activity in the capital goods industries.and capital markets and a
- valuable barometer of business activity in general.

Survey of American Listed Corporations

During the past fiscal year, the Commission again released for pub-
lic and Government use statistical data filed with the Commission by
registrants under the Securities Exchange Act of 1934 and the Se-
curities Act of 1933, These data are smmmarized in o series of reports
known as the “Survey of American Listed Corporations” showing in-
dividual data for each company as well as industry totals for 1,546
registered companies. One of these series of reports, “Data on Profits
and Operations, 1945-1944,” was completed in the fiscal year. Prinei-
pal items furnished in these reports on profits and operitions are an-
nual data on sales, costs and/or operating expenses; operating profits;
net profit before and after income taxes; depreciation, depletion, etc.;
maintenance and repairs; selling, general and administrative ex-
penses; and return on net worth before and after taxes. Fach of thesa
companies’ veports also shows data before and after remegotiations
of all contracts, the amounts and effects of *carry-backs” of taxes and
data on termination of contracts whenever reported. A summariza-
tion of data on profits and operations for the period 1986-1944, in-
clusive, was also publicly released. These data for registered cor-
porations, both on an individual company and industry basis, are
currently, being carried through 1945,

Under Rulc%(—lSA-GA, termination of war'contracts and quarterly
reports of registrants’ total sales, war sales, and unfilled war orders
at the beginning and at the end of each guarter were reported to the
Commission. These data were made public weekly in a series of re-
leases. Summarization of these data was also released showing com-
plete industry totals for the second, third, and fourth quarters of the
calendar year 1945. Under a new Rule, X-13A-6B, the majority of
registrants with the Commission are required to furnish quarferly
sales figures, and these data will be released each quarter as to both
individual companies and industry groups.

Investment Company Damau1

Data for closed-end and open-end management investment com-
panics were compiled and released quarterly showing purchases and
sales of their own stocks and bonds and changes in their portfolios
and in their principal asset items, '
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) r
Brokers and Dealers

During the past fiseal year, a study was made of the financial con-
dition of 3,029 registered brokers and dealers reporting under Rule
X-17A-5. The study showed their cash, aggregate indebtedness and
‘net capital, customer’s free credits, bank loans and firm securities,
exempt and nonexempt, from which the ratios of the firms’ cash to
free credit balances, the firms’ nonexempt securities to net capital and
aggregate indebtedness to net capital are computed. This analysis
was made for Commission use. A more detailed study of the re-
sources and liabilities of these brokers and dealers is now in prepara-
tion for the current fiscal year.

B

Stock Market Statistics

The Commission continued to publish indexes of weekly closing
prices of common stocks on the New York Stock Exchange; the
monthly market value and volume of sales on registered and exempted
securities exchanges: daily and weekly round-lot stock sales on the
two New York Exchanges, including short sales, weekly round-lot

stock transactions on the New York Stock Exchange for accounts of °

members and nonmembers,.weekly round-lot and odd-lot transactions
on the New York Curb Exchange for accounts of members and non-
members, and daily odd-lot stock transactions on the New York Stock
Exchange for odd-lot accounts of odd-lot dealers and specialists. A
number of these series are presented in appendix tables.

Special Studies

The Commission’s staff continued its studies on various aspects of
trading in securities, inclading floor trading, margin trading, pur-
chases and sales of domestic securities for foreign account, purchases
and sales of security options, and general research on exchange rules
and practices. :

War Activities

As a continuation of the Commission’s war activities, several mem-
bers of the staff were loaned to various war agencies and committees
for speciul economie investigations in Germany and Japan. .

OPINION WRITING OFFICE—FORMAL OPINIONS

N

The Opinion Writing Office prepares drafts of the Commission’s
formal opinions in contested cases arising under the Securities Act
of 1933, the Securities Exchange Act of 1934, the Public Utility Hold-
ing Company Act of 1035, the Trust Indenture Act of 1939, the In-
vestinent Company Act of 1940, and the Investment Advisers Act of
1940, This Office has also been assigned the additional functions of
joint responsibility with the Solicitor’s office in dealing with the prob-
lems raised hy the Administrative Procedure Act and responsibility
for the preparation of compilations of annotations of the various
statutes administered by the Commission. It s contemplated that
these annotations will include reference to all Commission opinions
to significant court decisions and to other relevant material and will
be prepared so that they may, when completed, be made available to
the public. The work of this office is done by a group of attorneys
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under the direction of the Executive Assistant to the Commission who
serves as Head of the Office, an Assistant Head, and Supervising
Attorneys.

While engaged in the preparation of opinions, the attorneys are
completely isolated from persons actively participating in the pro-
ceedings. It is an invariable rule that the attorney assigned to pre-
pare an opinion must not have had any connection with any previous
phase of the ease with respect to which the opinion. is to be prepared.
After hearings have been held, and after consnltation with the Com-
mission, an attorney in this Office analyzes the entire vecord and
prepares a draft of the formal opinion in accordance with the Com-
mission’s instructions. In most cases -he also prepares a narrative
abstract of the record. Commission experts are from time to time
consulted on technical problems arising 1n the course of the prepara-
tion of the opinion, but these experts are never individuals who have
participated in the preparation of the cage or testified at the hearing.
When the draft of the opinion and the abstract of the record have been
completed, they are submitted to a supervising attorney, who reviews
the entire case and, in conjunction with the drafting attorney, revises
the draft. The revised draft is then submitted to the Assistant Head
and the Executive Assistant to the Commission and, thereafter, to the
Commission. After further discussion, the opinion may be maodified,
amended, or completely rewritten in accordance with the Commission’s
instructions. | )

In addition to the foregoing, the Opinion Writing Oflice also assists
the operating divisions in the preparation of opinions in uncontested
cases and assists the office of the Solicitor in the prepatation of appeals
taken from formal decisions prepared hy the Opinion Writing Office.

The Commission, during the past year, issued over 200 formal opin-
ions under the Securities Act of 1933, the Securities Exchange Act of
1934, the Public Utility Holding Company Act of 1935, the Trust In-
denture Act of 1939, the Investment Company Act of 1640, and the
Investment Advisers Act of 1940. Some of the more significant
opinions are commented upon herein under the discussions of the
various statutes administered by the Commission.

: \ PUBLICATIONS
Public Releases

During the past fiscal year the releases issued by the Commission
included 68 under the Securities Act of 1933 ; 220 \Under the Securities
Exchange Act of 1934; 852 under Public Utility Holding Company
Act of 1935; 125 under the Investment Company Act of 1940; and 3
under the Investment Advisers Act of 1940, In addition, three re-
leases were issued concerning the Commission’s sictivities in corporate
reorganizations and one release was issued under the Trust Indenture
Act of 1039, ) g

The following is a partial classification by subject matter for the past
fiscal year:

Findings, opiniong and orders___ .o 280

QOrders, excluding those with findings and opinions_____ . _______ 695
Reporison courtactions 68
Statistical data_ ... _ ——- R 12
Survey series e e e s i e 10

Accounting series_ . s —— 3

f
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Other Publications

Bound volume 12 of Decisions and Reports of the Commission (Sept. 1, 1942 to
Mar. 31, 1948).

(Bound volumes 1 to 12 of Decisions and Reports of the Commission may be
purchased from the Superintendent of Documents, U. 8§, Government Printing
Office, Washington, D, C., a price list of which will be furnished upon request,)

Tubles of Devisions and Reports covering period Jan. 1, 1943 through Mar. 31,
1946, .

Twelve monthly issues of the Official Summary of Seeurity Transactions and’
Holdings of Officers, Directors and Principal Stockholders.

The 11th Annual Report of the Commission,

List of Securities Traded on Exchanges under the Securities Exchange Aet
of 1934, as of December 31, 1945, together with Supplements thereto.

Judicial Decisions, Volume 1I, Part 2,

Security Issues of Electric and Gas Utilities, 193545,

Finapcial Statisties for Electric and Gas Subsidiuries of Hegistered Public
Utility Holding Companies.

Registered Public Utility Holding Company Systems.

Working Cupital of 1,200 Registered Corporations, Decembér 1939 to Decem-
her 19444,

Working Capital of 1,228 Registered Corporations, December 1939 to June
1945, . .

Survey of American Listed Corporations, Balance Sheet Data, Parts 1, 2, and 3.

Survey of American Listed Corporations, Dnta on Profit and Operations, Parts
1, 2,8, and 4.

A Proposul to Safeguard Investors in Unregistered Securitics, recommending
auendnients to the Securities Exchange Act of 1934,

(A complete list of the Commission’s pghlications, the Rules of Proetice or
the Guide fo Forms will be sent upon request made to the oflice of the Commis-
sion in Philadelphia, Penusylvania.) .

INFORMATION AVAILABLE FOR PUBLIC INSPECTION

The Commission maintains public reference rooms at the central
office in Philadelphia, Pennsylvania, and in its regional offices in New
York City and Chicago, Lllinois,

Copies of all public information on file with the Commission, con-
talned in registratiou statements, applications, reports, declarations,
and other public documents, are available for inspection in the publie
reference voom at Philadelphia. During the past fiscal year 2,634
persons visited this public reference room seeking such information.
In addition to providing facilitics for personal inspection of regis-
tered public information, there were received in the public reference
room thousands of letters and telephone calls from persons requesting
registered information. (This does not include requests for copies
of releases, forms, publications, ete.) Through the facilities provided
for the sale of copies of public registered information, 2,701 orders,
involving a total of 209,478 pages, were filled.

In its New York Regional Oflice, located at 120 Broadway, facilitics
are provided for the inspection of certain public information on file
with the Commission, This includes copies of (1) applications for-
registrations of securities on all national securities exchanges, except
the New York Stock Exchange and the New York Curb Exchange,
together with -copies of annual reports, supplemental reports and
amendments thereto, and (2) annual veports filed pursuant to the pro-
visions of Section 15 (d) of the Securities Exchange Act of 1934, as
amended, by issuers having securities registered under the Securities
Act of 1933, as amended. During the past-fiscal year 13,831 persons
visited the New York public reference room, and more than 6,900

‘ .
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telephone calls were received from persons seeking registered public
inforniation, copies of forms, relenses and other material.

In the Chicago regional office, located at 105 West. Adams Street,
copies of applications for registration of securities on the New York
Stock Exchange and the New York Curb Exchange, together with
copies of all annual reports, supplemental reports, and amendments
thereto, are available for public inspection. During the fiscal year

“ended June 30, 1946, 3,333 members of the public visited this public
reference room, and approximately 1,500 telephone calls were received
from persons seeking registered public information, forms, releases,
and other material of a public nature. :

In addition to the material which is available in the New York and
Chicago public reference rooms, there are available in each of the
Commission’s regional offices copies of all prospectuses used in public
offerings of securities effectively registered under the Sccurities Act
of 1933, as amended. Duplicate copies of applications for registration
of brokers or dealers transacting business on over-the-counter mar-
kets, together with supplementa% statements theveto, filed under the

" Securities Exchange Act of 1934, and duplicate copies of applications
for registration of investment advisers and supplemental statements
thereto, filed under the Investment Advisers Act of 1940, are available
for inspection in the regional oflice having jurisdiction over the zone
in which the registrant’s principal office is located. Also, inasmuch
as letters of notification under Regulation A exempting small issues
of securities from the registration requirements of the Securities Aet
of 1933, as amended, may be filed with the regional office of the Com-
mission for the region in which the issuer’s principal place of business
is located, copies of such material are available for inspection at the
particular regional office where filed. ' .

In the Commission’s San Francisco and Cleveland regional offices,
in which are provided complete facilities for registration of securities
and qualification of indentures, copies of registration statements and
applications for qualifications of indentures filed at those offices are
available for public inspection.

Copies of all applications for permanent registrations of securities
on national securities exchanges are uvailable for publie inspection at
the respective exchange upon which the securities are registered.

. PUBLIC HEARINGS

The following statistics indicate the number 6f publdic ‘hearings
held by the Commission from July 1, 1945, to June 30, 1946:

Securities Act of 1933 ________ . R 4

Securities Exchange Act of 1934 - 39

Publie Utility Holding Cowpiny Act of 1935, ________ 131

Trost Indenture Act of 19899 0

' Investment Advisers Act of 10 __ s 1

Investment Company Act of 1940 . ___ . L ______ 51
PERSONNEL

As of June 30, 1946, the personnel of the Commission consisted of
5 Commissioners and 1,176 employees (694 males, 487 females), 325
of whom were assigned to the field offices. :

During the past fiscal year, 212 former employees who were sepa-
rated from the military service under honorable conditions were
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restored to the staff of the Commission in an active duty status..
During this period, the names of three former employees were
dropped from the rolls of the Commission by reason of their death
while in the military service. ‘

FISCAL AFFAIRS

Appropriation titl ' ' Amount Obligation Urg]a?:fg;ged

Salaries and expenses. ... . eeeoeiooooo. 84,051,200 | $4, 650, 646 $554
Printing and bindime e 43, (00 41, 671 1,329
Total.l e 4,604,900 | 4,692,207 | 1,833

Warking fund odvenced fo Securifies and Ezchange Commission by Foreign
Feonomie Administration to cover cost of services rendered by the Conmission

xﬁﬂﬁ?fﬁﬁ Expended | Unexpended

Working fund, Securities and Kxchange Commission__________ J 404, 244 $10, 234 $84,010

Receipts for the fiseal year 1946°

Characler of fec , , © Amaunt
Fees for registration of securities____.____ _ - $706,825.78
Fees under Trust Indenture Aet o __ 1, 100. 0}
Fecs from registered exchanges. .. L ____.__ 362, 238. 45
I'ees from zale of photo duplicates ... ______ - - .- 16,875.42
S A I O S e e e e e 6, 592, 37

Tt e el ..1,093,482.02

! Thig meney must be turned into the general fund of the Treausury of the United States
and is vot avallable for expenditure hy the Commigsion,

CONFIDENTJAL TREATMENT OF APPLICATIONS, REPORTS, OR
DOCUMENTS :

" Under the Securities Act of 1933, the Securities Exchange Act of
- 1934, the Public Utility Holding Company Act of 1935, the Investment
Company Act of 1940, and the Investment Advisers Act of 1940,
confidential treatment may be granted, upon application hy
registrants, to information contained in reports, applications, or docu-
ments wliich they are required to file. TUnder the Securities Act of
1933 the Commission has adopted Rule 530, which provides that infor-
mation as to material contraects, or portions thereof, will be held
confidential by the Commission if it determines that disclosure would
impair the value of the contracts and is not necessary for the protection
of investors, The other four statutes referred to are, In general, with-
out specific restriction in this respect and empower the Commission to
‘hold confidential under certain conditions any information contained
in any reports required to be filed under those statutes. Disclosure of
information confidentially filed under the latter statutes is made only
- when the Cominission determines that disclosure is in the public
niterest. . .
Although registrants inay seek judicial review of decisions by the
Commission adverse to them, no petitions for such judicial review
were filed in any of these cases during the past fiseal year.
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The following table indicates the number of applications received

* and acted upon dmmg the past year, together with the number pending .

at ]tS close:-

Applications for confidential trealment—ifiscal year ended June 30, 1946

> Number : b b l\(Tiumber Nurélbcr
f pending | Number | Number enied pending
Act under which Gled July I, | received | granted | or wilh- June 30,
, drawm 1946
Becurities Actof 1933 ... 3 57 19 . 8 3
Seeurities Exchange Actof 19349 ___________ 24 87 74 14 23
ot e . birs 144 123 2z ]

1 These figures represent applicatints fled under Rule 580,
1 These figures represent applications filed under Rules X-24B-2 and X-13A-6B.

COMPLIANCE WITH THE ADMINISTRATIVE PROCEDURF. ACT -

On June 11, 1946, Congress passed the Administrative Procedure
Act (Public Law 404, T9th Cong., 2d sess., 60 Stat. 238), the stated
purpose of which is it Jmpmve the admlmstmtlon of justice by
prescribing fair administrative procedure.” This Act is applicable
to most Foderal administrative agencies, including this Commission.
Among other things, it contains 1equlrements 1e<spcctnm the publi-

cation of 1nf01matlon° preseribes procedures to be followed in the
adoption or revision of rules; specifies various procedural steps in the
adjudication of cases, mc]udmor the separation of prosecntory and
investigatory functions from decisiorial functions in certain defired
types of cases and the 1ssuance of intermediate decisions by subordinate
oflicers aud final decisions by the agency; defines the status and powers
of examiners and other hearing officers; and deals with the right and
scope of judicial review.

The Commission’s existing organization and procedures iu certain
lespects afford greater pr ocedural safeguards to all interested persons
than is i_gquned under the prouedures specified in the Act, and. the
passage of the Act does not appear, thercfore, to require any substan-
tial change in the Commission’s or 0“1]11/(111011 or any major modifi-

cations of the essential features of the Commission’s present practice.

The present procedure has been designed to afford a satisfactory
solution of the particular procedural plublems arising under those
statutes. Descriptiong of the Commission’s organization and pro-
cedures have been made public, adequate notice of and opportunity
for the presentation of views on proposed rules and for participation
m other Commidsion proceedings ig provided, due publieity is given-
to all official acts of the Commission affecting members-of the pubhc

~and advisory and interpretative services arve rendered to persons to

assist them in complymn with the requirements of the statutes, In
or der tO insure maximum 11111)1Lrt111]1ty m the préparation of the Com-
mission’s decisions, the Commission has maintained a separate Opinion
Writing Oflice, herein described, responsible directly to the Commis-
sion and funetioning independently of any other divisions of the Com-
mission’s staff, to assist the Commission in preparing findings and
opinions in contested cases and in other cases where a separation of the
decisional funetion from the prosecutory function is desirable.
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However, the Commission took several steps as a result of passage
of the Act. Although some of these steps post-date the period covered
by this repoit, we have deemed it important to comment on them
herein. A study of the Act and its legislative history as they relate to
existing Commission practice was undertaken and led to the drafting
of revised Rules of Practice which were adopted by the Commission
in time to become effective September 1, 1946, the date on which most
of the provisions of the Act became effective.” Tt is expected that this
study will continue and that later changes in the Commission’s pro-
cedures may be made in the event further problems arise under the
Act :and in the light of any judicial interpretations which may be
issued. '

«Section 3 of the Act requires publication in the Federal Register of
certain information not heretofore published therein. 'In compliance
with that requirement, the Commission prepared and published a
detailed description of its central and field organization and of the
methods by which persons may secure information and make sub-
mittals and requests; ™ a description of informal and other pro-
cedures employed by the Commission and its staff,*® and a description
of the varions forms prescribed by the Commission under the several
statutes it administers. Also prepared for publication is a com-
pilation of interpretative opinions, issued under the several stat-
utes administered by the Commission for the guidance of the publie.”

*While it is not clear that publication in the Federal Register of inter-
pretative opinions of this kind is required by the Act, the Commis-
sion considers snch publication may be helpful to the public and that

‘it falls within the spirit of the act. It is also contemplated that any
future interpretative releases of this nature will also be submitted for
publication in the Federal Register.

THE COMMISSION'S STUDY OF UNREGULATED SECURITIES AND ITS
RECOMMENDATIONS TO CONGRESS

~ On June 19, 1946, the Commission forwarded to Congress a recom-
mendation Tor amending Section 12 of the Securities Exchange Act of
1934 so as to close certain gaps in the pattern of investor protection
established by that Act and by other legislation administered by the
Commission.  The amendment proposed by the Commission would
extend to investors in the larger unregistered corporations the same
henefits as to financial information, informative proxy-soliciting ma-
terials, and protection against trading by corporate insiders as are
now enjoyed by investors in the securities of registered corporations.
Accompanying the proposed amendment was a 113-page report, based
on a study made by the Commission, coutaining case histories and
other illustrative material in support of the Commission’s conclusion
that abuses in unregulated securities are in some respects as great

® Phe Commission’s revised Rules of Practice, effective Sepf. 11, 1046, and applicable to.

proceedings instiluted after that date, were published in the Federal Register on Sept. 11,

1948, (11 Federal Register 177A-728.) .
& Thig description was published in the Federal Regigter on Sept. 11, _1946. (11 Federal

Repister 177TA-718.) <
% This description was publizhed in the Tederal Register on Sept. 11, 1846. (11 Federal

Reginter 177TA-T20.) .
8 This description wag publlshed in the Federal Register on Sept. 11, 1846. (11 Federal

Registcr 17TA-730.)
 Phis compilation Was published in the Federal Register on Sept. 27, 1946, (11 Federal

Register 10912 &t seq.)
T22105—47

10
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as anything the original Sccurities Exchange Act was designed to
abolish. The Commission’s proposed legislation was introduced by
Representative Lea, chairman of the House Committe on Interstate
and Foreign Commerce, as H. R. 7151, and was recommended by the
President for earmest consideration by the Congress (House Doc.
No. 682, T0th Cong.). The text of the Commission’s report, “A Pro-
posal to Safeguard Investors in Unregistered Securities,” was printed
as a House Document (House Doc. No. 682, 79th Cong.). However;
the bill was not submitted until the closing weeks of the session, and
Congress adjourned without having taken any action on it.

Certain vital protections for investors are available respecting the
publicly-held securities of many of the large corporations of the
country either because they are listed on national securities exchanges
or because the companies involved are subject to the Publie Utility
Holding Company Act of 1935 or the Investment Company Act of
1940.  As to these securities there are available much basic data about
the companies involved and issuers must file periodic reports with the
Commission as to their financinl condition and earnings. These re-
ports arve public information ; they provide the investor with the basis
for a rational appraisal of the value of securities and for an intelli-
gent decision as to whether to buy or sell. Without such information,
securities trading tends to be n gamble, and the investor is at the mercy
of insiders exploiting inside sources of information. As the House
Interstate Commerce Committee stated in 1934, “There cannot be:
honest markets without honest publicity. Manipulation and dis-
honest practices of the market place thrive upon mysterv and
secrecy.” ® Tnder the Securities Exchange Act of 1934, the Tublic
Utility Holding Company Act of 1935, and the Investinent Company
Act of 1940 the security holder is assured also that when his proxy is
solicited he will he fully informed about, the matters to be raised at the
stockholders’ meeting, and that he will he able to present his own
proposals through use of the proxy machinery. In addition, there
are certain protections against trading abuses by corporate insiders.
Officers, directors and principal stockholders may not sell short the
securities of their own company, must file public reports of their
trading in such securities, and are accountable to the company for
profits made in trading in the sceurities of the company within any 6-
month period. :

These provisions are contained in Sections 12, 13, 14, and 16 of the
securities Exchange Act, and in cognate provisions of the Holding
Company Act and the Investment Company Aect, They are not appli-
cable in any degree to unregistered securities, with the resnlt that,
as revealed in special studies conducted by the Commission and dis-
cussed in its report, many of the old evils stall persist.

The Commission found, for example, in o sample group of the larger
type of unregistered company, that 50 percent of the balance sheets
released to the public were materially deficient from the viewpoint of
the information needs of the investor. Some 13 percent of the com-
panies did niot even issue income statements. Yet all these companies
had substantial numbers of public stockholders. The proxy-soliciting
practices of unregistered companies were found typical of the pre-1984
era. Photocopy reproductions in the Coinmission’s :t;‘epor-t show solici-

8 1. Rep No. 1383, Tiard Cong.,'2ud Sess, (1984} 11,
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tations unaccompanied by disclosure even of the names of the persons
whom the proxy agents intended to elect as directors, blank check
authorizations to the proxy agents to ratify anything done in the past
and to vote for anything which conceivably could come up at the
meeting. In some cascs the entire announcement to the stockholder
was set forth on the back of an ordinary post card. '

To illustrate the. practical effect upon the investor of such practices,
the Commission presented in summary form sixteen case histories
showing how in instance after instance unscrupulous promoters or
insiders have exploited investor ignorance to rifle corporate treasuries
and to buy and sell securities on the basis of information obtained in
the course of their fiduciary duties at rates highly advantageous to
themselves. A pattern typlcal of the war and postwar periods con-
sists of (1) extraordinary earnings by the company, (2) failure to
disclose such earnings to public security holders, and (3) purchase
of the holdings of the publie investor by corporate insiders, sometimes
upon the open market without disclosure of the identity of the pur-
chaser. Most such cases, the Commission observed, have invelved
unregistered securities. And while cases of this character are within .
the scope of the antifraud provisions of the securities legislation ad-
iministered by the Commission, comparatively few can be reached in
this manner. A4 the Commission noted in its report, prevention of
such frands through appropriate legislative safeguards is needed.

Many of the larger covporations, or their securities, are already
registered under one or another of the statutes administered by the
Commission. However, a substantial number of large corporations
and important issues of securities are not. Nor does this appear to be
the result of any espress design o the part of Congress. The ori ginal
Securitics Exchange Act was intended to provide safeguards for in-
vestors in wnregistered securities similar to those enjoyed by investors
in registered sccnrities under Sections 12,18, 14, and 16 of the Act. For
Teasons stated in our report, the achievement of this objective was not
fencible in the early duys of the Act, and a moditication of the statute
was effected to conform to existing conditions. However, Congtess
never abandoned its program of providing safeguards for investors in
unregistered securities, and in a series of enactments since 1934 has
taken concrete steps in that direction. Thus o 1936 amendment to the
Securities Exchange Act estended the reporting requirements of that
act to all new securities issues of substantial size, whether ov not the
securities involved were listed on exchanges. The Public Utility
Holding Company Act of 1935 and the Investiment Company Act of
1940 contained provisions substantially similar to the reporting,
proxy-soliciting, and insider-trading features of Sections 18, 13, 14,
wnd 16 of the Securities Exchange Atwwt. The Trust Indenture Act
of 1989 marked a further extension of reporting requirements. And
public reports in some measure similar to those filed with the Com-
mission are required under other statutes of companies subject to the
jurisdiction of such agencies as the Interstate Commerce Commission,
the Federal Power Commission and the Federal Conmiunications
" Comission. :

The piece-meal development of the protective scheme has lett a series
of zaps, and the Commission’s report stated that these gaps should
now be filled, at least as to the larger corporations. The amendment
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recommended by the Commission to Congress would make the pro-
- visions of Sections 12, 13, 14, and 16 of the Securities Exchange Act of
1934 applicable to the securities of ull corporations having assets of at
least $3,000,000 and at least 300 security holders. Exemptions would
be available for banks, for mutual insurunee companies, for public
and charitable corporations, for corporations substantially all the
sccurities of which are held within a single State, and for eertain other
categories. According to the Commnussion’s estimates, some 1,500
companies which are not already registered would be subject to the
proposed amendment, and some 500 of these are alveady filing reports
~with other public agencies which are comparable in thelr basic aspects
to those requived by the Commission. The rule-making powers of the
Commission wounld be ample to prevent needless duplication of effort.
In its report the Commissiont discussed also the nature of the bur-
dens that the amendment would place upon the companies affected.
- It observed that little or no administrative effort is required for
compliance with the proxy und insider-trading provisions. As to
the reporting provisions, companies which do’not file reports with
the Commission and which do not file comparable reports with other
agencies could in most instances meet the reporting requirements
without assuming any significant acconnting burdens. The studies
of sample companies conducted by the Conunission” and discussed in
its report reveal, for example, that some 85 percent of the companies
i the class which would be covered by the proposed legislation already,
have their financial statements certified by public accountants. The
information that would he required is already on the books of most of
these companies, and the only question is whether it shall be made
available to their security holders and to the investing public.

The Commission noted that one beneficial effect of its proposed
program on the over-the-counter market would be that dealers in the
over-the-counter market, like the investor, would have the tools with
which to select securities on a truly informed basis. Dealers might
also expect to benefit to the extent that uniform reporting require-
ments would tend to decrease such private placements as may be
motivated by a desire to aveid the disclosure provisions applicable
to public offerings under the Securities Act of 1933.

YOLUME OF INFORMAL INTERPRETATIVE ASSISTANCE

Attention is ealled throughout this report to the amount of informal
interpretative 'and ad¥isory assistance which the Commission fur-
nishes to.the public in connection with the variouns Acts administered
by the Commission: This assistance is generally furnished by the
staff directly concerned with the problem presented or charged with
the responsibility for examining material filed with the Commission.
The Office of Chief Counsel of the Corporation Finance Division, how-
ever, maintains an interpretative unit staffed with lawyers who are
available for aid as to the many problems which arise under the
various dcts administered by the (gommission.

As further illustrating the very considerable volume of such as--
sistance necessarily rendered by the staff to registrants and other
iriterested parties concerned with-the day-to-day regulatory work per-
formed by the Commission, it may be rioted that during the past year
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the interpretative unit established in the Office of Chief Counsel of
the Corporation Financé Division alone received and gave appropriate
assistance in vesponse to a total of 4,547 letters requesting such aid
with regard to a great variety of the functions assigned to the juris-
diction of that particular division. In addition, assistance was given
in many hundreds of conferences held by the lawyers of this unit with
members of the public, either in person or over the telephone.

=

INTERNATIONAL FINANCIAL AND ECONOMIC MATTERS

At the request of other agencies concerned with foreign economic
policy, the Commission has participated in various activities connected
with the field of international finance, both as to the problems directly
involved in such matters and as to domestic affairs which reflect them-
selves in foreign economic policy. To this end the Commission had,
during the war years, loaned members of its staff to other agencies
and to the Army for specific assignments in foreign countries, the last
of which was the recent survey of the Japanese Zaibatsu.

Further, the Commission has appointed representatives to various
committees engaged in formulating and cxecuting United States in-
ternational economic policy. Among these are the Foreign Invest-
ment Policy Committee and the Committee on Private Monopolies
and Cartels (which are both subeommitiees of the Executive Com-
mittec on Economic Foreign Policy) and the Staff Committes and
other committees of the National Advisory Council on International
Monetary and Financial Problems. The Commission also appoints
two represeutatives to the Federal Committee on International
Statisties. '

In the course of its operations, the Commission maintains a survey
of various aspects of these markets and makes this information avail-
able to such other agencies, either throngh its representatives on the
committees mentioned above or through 1ts adviser on foreign invest-
ments. Further, the Commission makes or participates in special
studies to aid other agencies concerned with foreign economic and
financial problemys, It has done so with respect to the debt, status of
foreign countries applying for credit; the appraisal of the credif status
of foreign countries in the private capital market; the external in-
terest rates of foreign borrowers and their effect on private investors;
and a study of foreign laws with respect to securities and investments.

Indicative of the Commission activities is the present participation
of the Commission in connection with the rendition of assistance and
advice to the United States Executive Directors of the International
Bank for Reconstruction and Development with respect to the effect
of domestic laws and domestic markets on the flotation of its bonds
and the bonds of foreign countries guaranteed by the bank. With
respect to registrution statements filed by foreign corporations and
governments seeking capital in the domestic market, the Commission
maintains, through 1ts adviser on foreign investments, facilities for
liaison with other government agencies having jurisdiction of the
problems involved, and for rendering of such aid and advice as it
might be called on to give.

£y
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Taure 1 —Registrations under the Securitics Act of 19383 fully cffcctive during
the fizcal year ended June 30, 1946

ParT 1L—DISTRIBUTION BY MONTHS

[Amopunts in thousands of dollars] !

All effectively registered Proposed rorifsalllirf:r necount of
Year and month
Number of | Number of Number of | Number of
statements |  issues Amount | o tements | issurs Amount
53 5 §42, 155 50 &) 7240, W4
a5 34 163, 566 17 25 132, 593
44 $2 700, 000 35 42 508, 357
52 114 1,046, 729 (9 &4 28, 181
0 31 143, 686 17 24 112,028
41 55 4710, 692 35 42 354, 251
43 98 412,223 8 52 344,312
35 5% 125, 153 a1 43 &5, 030
[0} 40 581, 031 4% H 450,923
54 117 726,878 66 51 522, 640
54 152 8§82, 2068 6% 118 069, 272
87 1285 964, 051 70 &89 864, 912
Total fiscal year 1046_.__ 2 661 1,015 7,073, 280 544 760 5, 423, 593

Pant 2—BREAKDOWN BY METHOD OF DISTRIBUTION AND TYPE OF SECURITY
OF THE VOLUME PROFOSED FOR CASH SALE FOR,ACCOUNT OF THY ISSUERS

[Amounts ji thousands of dollars] !

-

Type of security

Methed of distributjon and
gronp to wham offered Al types Secnred | Unsecured | Preferred | Commeon Other
. ¥ bonds betuds stock slock types #
All metbods of distribution____ - - | 5,423,593 |1,432,177 1, 178, 118 090, B9L 1,023,0M 494, 5%
Ta general public. ... 4, 767, 365 |1, 430, 194 1,471, 496 717,223 A1%, 317 460, 135
‘T'o security holders. .. . BIEOHT | 8,223 212,028 386, 9un 14, 810
T'o other special groups_ . __._ 34,171 1,933 400 1,451 21, 7RG 8, 583
’l‘h’rough investment bankers_ _.__ 5, 105, 867 1,428,333 1,476, 819 981, 539 825, 945 483, 232
Ry purchase and resale. 4,445,915 (1,428,333 | 1,475,842 967, 603 556, 899 16, 438
'Fo general publie. .. 2o 4,006, 5268 11,428, 150 1,47), 562 762,167 345,518 128
To seewrity holders.________ 437,159 [ meaaas 5, 280 205, 736 209,333 18, 810
To ather speeial groups 2, 331 183 b |eaee o 2,048 | ...
On best. efforts basis. ... 740,082 ... - 976 13, 636 264, 046 466, 264
Ta general publie.____._.___ 739, 208 |.oooooeeon 933 10, 856 261, M4 466, 284
To security holders 10, 334 43 a L 541
To other special groups__._. 320 30
Byissuers . 227,726 3,843 1,300 9,160 22,128 11, 206
h
To general public__..____. .- 21, 541 2,043 | £, 200 12, 584 4714
To sceurily holdera. -- 174, 865 | aae a00 3, 539 0125 | aaes
'To other special groups.____._ 31, 830 1,800 400 1,421 19,417 8, 683

See footnotes at ead of table.
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TasLE l.—Regisiraliions under the Securities Act of 1533 fully effective during the fiscal year ended June 30, 1946—Continued
_ ParT 3.~PURPOSE OF REGISTRATION AND INDUSTRY OF REGISTRANT :
- [Amounts in Lhonsaods of dollars] t

Industry
-
Purpose ol registration and use of proceeds . " : Transpot- Electric
All Extractive | Manufac- 1‘";‘:;:1‘:'3; Merchan- | tation and | light, power, | 4o
industries | ) turing investment dising communis | heat, water, e

cation and gas
Number of statementsS. .. et B9 6l 37 40 21
Number of issues R 183 91 53 117 35

For a1l purpeses of registraticon (estimated value) .
Less: Not for sale
For aceount of issuers
Reserved for converslp;
Heserved for option._.
For substitution ¢
Faor exchange for other securities _.______ .-
Far other purposes
For aecount of others_____
TFar sale {estimated gross proceeds)
Less: For account of others than issuers..
For sale for necount of issuers. ...
Less: Cost of flotation. . _...__.
Compensation {e disteibutors_ .- -
[ 0. o3 21T U
Expected net proceeds from sales for account of 1ssuers. -
N EW TN Y - - e e c e mc e e _
Plant and equlpment. ...
Working capital. _____.___
Other new money purposes...
Repayment of Indebtedness and retirement of stock
Bonds and notes
Other debt.._
~ FPreferred sto
Purchase of securities. ...
For investment____._.
For affiliation..__________.
Purchase of intangible assets. ... ..
Miscellaneous and unaceounted lor

2,112 332, 898
3, 265 51,319
56,912 755, 521
54,491 564, 553
2,310 35, 854
112 155,113

8, 500

39,183

00

6,138

1 Slight discrepancics between the surus of figures in the tables and the totals shown are

due to rounding.

3 The number of statements representid ir this table as “fully effective,” 661, diffors

frow the G663 shown as “‘effective” en page — of the text by reason of (a) the exclusion -

from this table of fonr statements (G381, 6420, 433, 6439) clfective during the yesr subject
toamendments which were not filed antil the stecerding fiseal year; and (b) the nclusion

ol two statements (5762, 5769) which were eflective during Lthe preceding fscal year subject

to amendments which were iled during this fiseal yenr.

3 Consists mainly of certificgtes of parleipation and lace atmount installment certificates.
4 The securities in this elassification are all by corporate issuers other than $25,723,523
Provinee of Alberta debenfures and $4,488,750 Province of New Brunswick debentures.

8 Cgnsizls entirely of voting teust certificates and certifieates of deposit.
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TABLE Z.QCZassiﬁcatiau by quality and size of few tasues, exclusive of investment frust issucs, regisiered under the Securilties Act of 1933
For aale to the general public through investment bankers during the fiseal years 1944, 1945, and 1946 .

PART1—NUMBER OF ISBUES AND AGGREGATE VALUE

. [Amounts in thousunds of dollars] !

P Bonds ?
Preflerred Common
' h stock stock
Fiseal year &ize of sy First grade | Second grade | Third grade | Fourth grady| Fifth grade | Below fifth Unrated ATl honds .
ended ($00% 63%319 . —_
June 30 M - .

Num-| Apgre-|[Num-| Aggre- |Num-| Agere-|Num-f Aggre-|Num-| Aggre-| Num-| Aggre- Num-| Aggre- Num-| Aggre- |Nume| Aggre-|Num-| Aggres

ber of |- gate [ber off gate (her of| gate [ber of, gate {ber of| gale her off gate iber of| gate |her off gate |her of] gate |ber of} pate

issies| valua |issues| value |issues| value |issues] vaiue | issues| value {issues| value [issues| value |issues) vualue |issues| value jissues valuoe
044 .. A and over..___._. [1] P B || S L] [ O [V] A— ) Li] 0 1] PR
20-50 0 2] 64,148 4154, 494 . 4[108, 330 V] [ | 0 P 2 (1] [
0 6 74,732 6 7, 814 8] 70, 5582 2| 20,815 01 _..... 1 13 I| 5402
0 [+ R 2f 6313 15| 42,131 2 6, 000 2% 4,750 1] 23 1] 22,564
0 O ..., O .. 20 1,3 1 600 [1] S 4 7 3,133
0]. B| 137,87 12|235, 622 271222,056 5| 27,418 2 4,750 & 43 15| 31,098
1945 - 3 4] 116,835 1/101, Q0% 24117, 463 ] 1] I o Ol Q.. -
0 5| 140, 737 9|39y, 283 il 24, 720 1| 35, 788 1] 38, 000 0f.. 2| 49,960 0. _ ...
2 4 40,327 3| 40, G4 11]122, 203 2| 24,428 (1] PO 1 20 3} 17,056
o] 4] [ 1| 4040 4 27,842 7| 13, 504 3| 9,000 5 41 17 32,281
1| Q). [1] P L] [ ... o.....__ 2 23 33} 15,204
£1322,378 13| 497, 898 141444, 382 23|202, 2¢7 10 73,809 G 39,080 8 86 53| 4, 042
16, .. 5382, 965 B 890, 4¢1 31145, 210 Ho..... E) IR S /] DR, 4] 0 L1 IO
.+ 3107, 574 5 153, 147{ 15465 319 7,218, 466 1l 40,0000 0. _.. 0 B(173, 054 1] 36, 450
= 17 16,013 2 12(122, 37 15[127, 769 3| 17,783 2] 21, 50 LU - 5h4[381, 787 241175, 232
.1 4§ 13, 140 7| 19, 194 9| 26,07 4] 8,895 5 7 05200, 234 72139, 431
PR Q. 1] P I ) P 1 325 1 080 8l 3,74 8 5,0 32( 18, kb 49 25,052
91508, 552 17 34(790, 48 29(366, 429 14| 84, 18} 7| 31,375 14] 19, 680, 12412, 880, 5498 180]773, 622 145|376, 165

Hee footnotes at end of table,
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TasLE 2.—Clessification by quelily and size of new issues, exclusive of investment trust issues, registered wunder the Fesurilies Act of 1833
Jor sale to the general public through investment bankers during the fiscal years 1944, 1846, and 1846—Continued

+ ' PaRt 2.~COMPENSATION 2 TO DISTRIBUTCRS

[Pereent of gross proceeds]

. Bands 2
N
F:seu}seara%nded Slze of issue ($0UD,000) Preferred | Cominan
une - First . | Second Third Fourth Firth Below " | rp o0 | allbonds stoek stock
Y grade grade grade grade grade fifth n : ’

144 .. S0andover. oo e e e e e -
1.4 1.4 -
1.7 1.4 .
...... 2.4 2.B {
3.8 | 4.5 2
“All sizes 1.1] - L7 1.4 .1
bR L 1 T 30 and over. ; 0.8 1.8 1.1 B -
........... A 1.9 1.7 L -
1.2 I I 13 T3
____________________ |8 2.9 5.1 RN L 1
S DRI B 7.4 )
1.5 21| " 3.1 1.3 3
WG . L O
1.0 1.4 5,1
1.4 25 6.5
2.1 4.7 9.2
6.4 5.9 4.5
o~ Allsizes .. ... ) 3.1 g0

! Slight discrepancies between Lhe sums of fisures in the tables and the totals shown are die to rounding.

2The grades are according to the classification of the bonds by Investment rating serviees: “Grst grade™ corresponds to Moody's Aaa, Standard and Poeor's Al Filel's AAA;
“second grade” to Aas, Al, AA; ete. -

? The compensation figures are based on the data reported in the registration statements as of their effective dates. "They e not, therefore, inelude adiitional compensation that
may have been realized later from the exercise of opifons that had no realizable value vn ihe efieetive dutes.

0%1
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TABLE 3.—New seeurities offered for cash sale in the United Stafes ! A
Pkt L—TY¥E OF OFFERINQ
. {Estimated gross proceeds in thousands of dallars] ?
- Tublic 3 Privata .
Fxemp breanse of— Exempt because of —
Year and month All oifurings
’ Regislered Raglstered e e
Tyne of 5500 | a0 orjesuns|  Wirastale Type o issue | FUfehase by
- or issuar - offering or issuer M
L group
July 1934 to Jupe 1935, . .. iiiiieiaaaas 3,553,976 498, 505 2,711,097 0 4, 203 80, 565 261, 508
July 1935 to June 1936 11, 060, 996 3, 265,198 7,372,131 0 11, 514 67, 161 1%, 499 345, 493
July 1936 to June 1037 _. 7,601, 508 3, 008, Y42 4, 244, 812 ] 17, 577 . 668 20, 379 302, 560
July 1937 to June 1938.. 3,454, 156 s, 614 2,198,440 L] 5,002 2,953 7.219 #50, 838
July 1935 o June 1939, i, SL7 1, 651, 606 4, 356, 446 )] 7,604 81, 304 £, 138 670, 958
Jaly 1939 {0 Junc 194 1, 293, 618 3,417, 451 ] 6, 32 14,712 +5, 59 741,322
July 1040 to June 1941 t, 682, 442 7, 142, 834 G 10, Q03 111, 866 57,800 837, 5215
July 1041 $o June 1942 1,280, 345 18, 104, 723 ni, 2,125 5,375 7,336 520,008
July 1942 {0 June 143_. 47, b3 416, 942 46,754, 376 ] 503 0 314, 770
July 1943 to June 1944 __ 52,390, " 1,050,882 ), 750, 858 0 1,013 58, 820 540, 550
July 14944 to June 1045._ 54,004, 501 2,127, 668 51,014, 957 3,143 a0, 554 12,063 34, 433 78, 453
July 1845 tn June 1945 35, 948, 457 4, 651, 402 30,179, 811 111, §95 4,125 &, 00 5,320 900, bt
. : \

July. oL . 2,505, 892 702,575 1, 930, 438 2, 965 0 )] 250 113, 563
Aungust_ .. . 1,354,972 145, 862 @77, 104 4,333 5303 0 0 220, 571
Septernber_ . . 1, 465, 254 a0, 020 033,897 = 5,619 324 [} 0 24, 354
Octobher..... 2,135,524 804, 562 1,261,612 8 177 702 0 520 0. 956
Noveibor. - 4, 403, 280 62,183 4,251,853 6, 717 0 0 3,600 8,927
December 14, 47,030 304, 149 14, 025, 347 12,357 1] ] |4} 105, 227
Tunuary 1,584, 304 190, 559 13042 | | 7, M6 256 0 0 35, 400
February. 1,150, 004 41, 518 1,041,781 9, 242 0 4, 000 a0 31, 451
March._ 1,305,182 169, 467 1,083, 364 13, 168 250 0 0 38, 933
1,937,315 493, 987 1,356, 126 10, B89 0 [1] L] 75.23:’1

1,786, (% 41, 147 1,019, 620 15, D54 400 [} 0 110, 1496

.......................... 1, 542,067 592, 043 897, 225 13, 135 394 0 0 3, 736

Sec footnotes at end of table,
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TABLE 3.—New securities offered for cash sale in the Uniled Slates '—Continued
PART 2—TYPE OF S8ECURITY

| Estimatad gross proceeds In thousands of dollars] #

All types of securitios

Bonds, debontiires, and notes

- Treferred Common
Year and month - 5 - - stoels stock
All lssuers Noncorporate Corporate All issuers Noncarporate Corporate
July 1934 to June 1935, ..., 3, fi53, 976 2,658, 701 895, 184 3, 534, 933 2, 558, 791 576, 142 12,161 6, 831
July 1935 to Jane 1936, __ 11,0469, Y86 6,853, 177 4, 207, 819 10, 765, 721 6, 853, 177 3,912, 544 138, 752 106, 524
July 1936 to June 1937_ .. 7,601, 56 3,806, 145 3, 705, 361 6,772, 299 3,896, 145 2,876, 154 4i0, 020 419, 188
July 1937 to June 1938__. 3, 454, 150 2,165,081 1,239,076 3, 207,377 2, 145, 081 1,042, 296 186,029 50, 749
July 1938 to June 1930___ 6,817, 226 4,471,620 2, 445, 601 , 636, 832 4,371, 626 2, 265, 208 108, 650 73,745
July 1939 to June 1940._. 5,511, 501 3,189,573 2,322,017 5, 280, 499 3, 189, 573 2,090, 926 135, 681 85, 411
Tuly 1940 ta June 1941, . 0,842,273 6,811, 61D 3, 030, 603 9, 504, 238 6, 811, 495 2,792, 743 172,313 65,721
July 1641 to June 1942___ «19, 920, 551 17,933, 427 1, 687,124 19, 620, 469 17,933, 427 1,687, 042 184, 270 115,813
July 1842 ta June 1943 4? 484, (92 46,747, 286 742, 408 47, 427,238 46, 747, 236 679, 952 33,3011 29, 144
July 1943 to June 1944___ 52, 399, 1438 50, 6655, 583 1,734,349 A1, 190, 392 50, fika, 589 1,324, 804 325, 670 83,875
July 1844 to June 1945 54,004, 501 49,747,007 £, 237, 403 &3, 419, 331 49, 767, 007 3, 652, 234 370,174 214,905
July 1846 to Junc 1944, .. 35, 948, 457 23 824, 008 7 123 549 33, 837, 000 28, 824, 908 £, 172, 092 1,173, 861 77T, 596
1849 . - .

Tl o e e e 2, 805, 842 1,844, 951 060, #11 2,405, 832 1,344, 8L 650, 651 220,716 80, 645
August 1,354,972 B20, 174 464, 798 1,284,914 , 174 394, 739 60, 713 9, 345
September 1, 405, 254 657,078 808, 178 1, 352, 459 657, 078 695, 381 78, 480 34, 307
October. .. 2,135,529 1,053,518 1,062,011 1,902, 552 1, 053, 518 009, 034 108, 517 64, 460
- Novernber. 4, 403, 250 4,251,268 152,012 4,354, 045 4, 251, 268 103, 831 24,045 24, 285
Decamber 14, 447, 050 13, 946, 804 500, 276 14,333, 390 13, 94|,. 804 336, 685 42, 856 70, 836
1, 5834, 464 -1,332, 685 252,779 1,408, 478 1, 332, 685 73,793 111,068 67,018

1, 180, 604 883, 273 286, 726 1,122,241 , 278 233, B 24, 540 , 223

1,305, 182 587, 016 417, 267 1,168, 283 837,915 230, 367 73,918 632, 982

1,937,315 1,255, 145 652, 171 1, 679, 734 1, 255, 145 424, 550 154, 206 103, 286

1,786, 418 942, 623 843, 790 | 1,579, 473 42,628 |- 646, 845 145, 854 &1, 091

1, 542, 067 879,44 662, 632 1 256, 896 879, 434 77, 462 128, 853 158, 317

See footnotes at end of table,
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TasLE 3.—New securities offered for cash sale in the United States '—Continued.

£

PART 3—TYPE OF ISSUER

{Estimated gross proceeds in thousands of dollars] ?

Corporate 8 Noncorporate
United
. GStutcs Federal
Year and month® ° overn- ederal Eleemos-
Total | pndustrial Puﬂl . Rail Reaal !fstatc 'Ij;gt_lﬂ.l " n}e::it. (_agency . State and.] gg‘rgﬁf youry
corporate utility . including | {issues not | municipa and other
i financial | corporate agency  |gnaranteed) ment nonprofit
1S5ULS
- guaranteed)
July 1934 to June 1935 895, 184 328, 045 377, 605 137, 404 51,228 | 2,658,701 ¢ 1,672,410 60,109 | 1,020,326 4, 978 088
July 1935 to June 1936 4,207,819 | 1,340,552 | 2,008 143 659, 867 199, 263 8,883, 177 ¢ 5, 354, 660 64,827 | 1,248,675 130, 538 4,477
July 1936 t¢ June 1937 3,705,361 | 1,203,865 1,637, 526 501,938 362,934 3,856, 145 | 2,589,312 . 1,060, 212 163, 239 57,877
July 1937 to June 1938 1,289,075 669, 730 577,281 41, 428 13,636 | 2,105,081 1, 206, 754 81, 670 863, 794 3, 250 9, 613
July 1938 to June 1938 , 445, 601 954,950 | 1, 365, 540 106, 351 18,759 | 4,371,626 | 2,004,127 63,260 : 1,322,048 66, 797 15, 385
July 1939 to June 1940 2,322,017 691,089 1, 108, 325 297, B35 22,719 | 3,189,573 2, 140, 357 47, 258 952, 451 27,630 21, 627
July 1840 to June 1941 030, 603 1,047,829 | 1, 530, 509 375,026 77,139 | 6,BIl 870 5, 411, 505 73, 742 1, 295, 248 4,120 27,055
Fuly 1941 to June 1942 1,987, 14 79, 472 977, 422 174, 202 , 029 1 17,933, 427 | 17, 205,070 35,172 679, 850 Q 9,334
Jaly 1942 to June 1943 742, 406 201,823 331, 753 106, 265 12,505 | 46, 747, 286 | 46, 163,211 2,812 457, 405 89, 700 4,058
July 1843 to June 1944 1,734, 340 854, 064 697, 746 163, 404 59,136 | 60, 6065, 589 | 59, 141,375 1,185 4906, 970 19, 398 6, 661
July 1944 to June 1945 4, 237, 403 , 200, 521 1, 724, 368 1, 161, 006 121, 480 | 40, 767, 097 | 48, 856, 200 114, 463 TiB, 758 15,000 2, 548.
July 194% to Tune 1946 7,123,549 , 942,665 | 2,572,466 | 1,346,013 262, 405 | 28, 524, 608 | 27, 257, 610 608, 424 928, 210 30,212 452
1946
B ) PN #60, 911 495, 366 310, 48 106, 282 48,315 1 1,844,981 | 1,601,909 176, 621 66, 451 b} [i]
Augnst ... 464, 708 251, 758 119, 255 84,044 , 840 290, 174 845, 162 L] 44, 560 0 452
September.. ... ... 808, 176 139, 605 382, 164 274, 336 12,073 657,078 605, 707 1} 46, 883 4, 480 [}
Qctober ... 1,082,011 233,089 572,063 248, 546 28,323 1,083, 518 660, 572 i} 67, 223 5 724 4]
November ... ...__.._ 152,012 62, 855 64, 481 { 24,677 | 4,251,288 | 4,208, 574 0 41, 204 0 L]
December. .- ... ..o 500, 276 138,938 215, 684 69, 0(.16 26, 387 | 13, 046, 804 | 13, 649, 804 214,503 £2, 196 1] 0
JONOATY - e mmaan 252,719 188,329 44,072 8,942 13,437 1,332,685 | 1,261,341 1} 71,344 H 0
February 206, 726 104,126 32,688 150, 930 , G8! , 278 803, 355 ] 79,923 0 0
March ... 417, 267 134,156 79, 200 193,691 | .. 19,131 847, 018 80K, DB 0 52,847 0 0
April e 652, 171 424, 453 135,815 08, 982 18, 820 1,255, 145 961, 801 217, 000 71,344 0 0
MaY.oe e 843, 780 289,088 426,931 76, 902 37,770 42,628 792, 738 ) 149, BDD a 0
JHNB. i 6682, 832 420, 801 181, 987 35,302 24, 443 379, 434 755,178 i3 124, 256 Q Q

See footnotes at end of table.
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TABLE 3.—New securitics offered for cash sale tn the United States '—Continued

PaRr 4—PRIVATE PLACEMENTS OF CORPORATE SECURITIER?

[Estimated gross proceeds in thousands of doliars) ?

Type of security

T'y1e of issuer !

TV All private
Year and month placements | Donds, dehen- l Real ostate
- tu]rltijsh?;id Stocks Industrial FPublic utilily Raiiroud and finanelal
July 1834 to June 1935 ..o 261, 508 259, -15% 2,050 138, 469 77, W00 25,340
July 1935 to June 1936 412,152 4061, 264 2, 859 1605, 324 215, 530 19, 499 11, 500
July 1836 to June 1937 326, 525 321,90l 3, 564 121,638 151, 905 13, 336 38, 585
July 1937 to June 16935 351,759 357, 158 aa1 2., BUS 123,343 7. 219 500
July 1938 10 June 1%39_ 7485, 435 745,03y 0 60, 77 364, 232 23,432 0
July 1439 to June 1940, 754, 543 7,715 8,02y 133, 703 418, 614 9, 592 189, 734
July 1440 Lo June 1941 _ 991,392 G50, 004 2,248 361, 090 563, 160 -2, 142 43,000
July 1841 to June 1942 531, 458 523,188 8,270 272,472 223,017 5, 066 31, 954
July 1842 fo June 1943 ______ 314,770 312, 720 2,050 144, 537 152, 133 18,008 ]
July 143 ¢o June 144 .. 592, 485 &84, 270 7,218 37, 521 - 162, 450 (7,070 4, 325
July 1944 10 June 1945 832, 979 822,610 10, 369 437, 456 35, 154 34,433 15;936
July 194540 June 1946 ... __ 1, 001, 221 964, . 36,337 679, 032 201,185 40,970 19, 984
T
119,113 117, 518 L, 5%8 85, 996 20, 440 ] 2,478
August___ - 228, 571 25, 321 1,250 184, 513 35, 358 0 L, 700
September_ - 24, 384 24, 384 0 33, 901 7,884 9 2,000
October____ . 31, 476 59, 514 L, 963 33, 057 4,830 20, 520 . 2,590
- 2, 527 i8, 079 4, 448 38, 420 37,047 0 6, 860
106, 227 ’ , 206 6,020 77, 145 26, 926 L] 1, E56
January 15, 400 32, 600 2, 500 35, 400 0 )] 0
February_ &7, 411 81, 203 6, 209 GF, 401 25, (Hig 50 q
March_. 38,933 35, 798 3,135 20, 453 18, 880 ] 0
April._. Th, 232 72,745 3,487 &0, 107 26, 126 L] Q
May_ __ 110,196 107, 446 2,750 57, 500 52, Al 14 ]
Tane... ... l..._. 33, 750 30, 750 , (KM} 5, 450 5, 800 19, 500 3,000

NOISSIIWINOD ADNVHIXH ANV SHLLTANDES

44!



1 The data in these tables eover substantially all dlew ssues of sceuritios offered for cash
sale in the United States in amounts over $100,000 and with terms to mpturity of mora
than 1 year The figures vepresent offerings, not actual sales.  However, the pronor-
tion of the total remaining unsold is believed to e quite minor, and is eomposed clhiefly

=1 of nonnunderwritten issoes of small cormpanies.  1ncluded in ihe covernge are issucs pri
i3 vately placed as well as issues publiely offered, and unregistered issuzes as well as those
= registercd under the Sceuritios Aet of 1933, Excluded are: Intercorporale Limnsactions;
United States QGovernment “Special Series” issucs, and other sales direetly ta Federal
I ageneics and trust accounts; noies issued exclusively to commeercial banks; and corporate
issues sold through continuous offering, such as fssues of ppen-end investmend companies.
-1 The chisl sourees of data are the financial press and doenments filed with the Gonznission.
Diata for offerings of state and municipal securitics are {rom totals publisheil hy The
Cummercial and Firancinl Chronicle: unlike the other data in table i, these represent
~ principal amounts instead of gross proceeda.  All figures are subjcel Lo revision a5 new
= data are received.

? Qross proceeds are dervived by multiplying principal amnonnts or numbers of units
by offering prices, exeept for munieipal issues whore principal amount is used.  Slight
discr{i;.mncies hetween the sums of figures in the tables and the totals shown are due to
rounding, \

3 Isstues sold by competitive bidding direetly to ultimate investors are classified us
publicly-offered issues. .

« Issues exempt because of Ly pe of issue or issuer include offerings of Federa), state, and
Ioeal governments, banks, issuers subject to regulation by ihe Interstate Commerce
Commnission, and eleemosynary and other nonprofit instijutions, i

4 Issues in this group include those hetween $1060,000 and $390,000 in size which are ex-
gm[{:& l%ucuusu of amendiments to Regulation A of the Securities Act of 1933, effective May

b, 1944, .

6 Jecurities for which registration under the Securities Act of 1433 would be required
il they were publiclv offered. |

1 Excluder issucs sold by competitive bidding direetly to ultimate investors.

& The classilication by type of issuer of the offerings of corporate securities in this table
I5 less detailed than that of Securitirs Act registrations in pars 3 of takle 1. In epnparing
the twa distributions the following peints should bs noted: (1) the -‘publie utility”
classification in this table embraces both the **heat, light, pewer, and water'” and the
“Lransportalion and eommunienstion’ categories of the other with the prineipal exception

«of airtines, which bave been inwiuded in ¢he “industrial” classification of tabie 3; (2) the
“real estate and Gnancial'’ eategory in this table inctides offerings of securities of the type
of issuer represented in the “financial sud investment™ classifieation of iable 1 except
that it does not inciude issues offercd on & continucus basis by opep-end investment
eompanies; (3) the “industrial” elassification in table 3 includes the tvpe of issuers repre-
serted in the “extractive”, “manufaeturing”, “merckandising”, and Yother” clussifica-
tions of table 1 except foreigh governmatls (see footnute 5 to table 1),
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[Amounts in thousands of dollars] ¥

TasLE 4.—Proposed uses of net proceeds from the sale of new corporate sccurities offered for cash sale in the United Blaies
PART 1—ALL CORPORATE

) New money Rétirements
Total gross Total net All other
Year and menth }
- proceeds? | procesds? | muyietnew | Plantacd | Working Totalre- | pooaod dent | Other qebt | Treferred purposes
money equipment capital tirenienls v stock
Juiy 1934 to June 1835 __ ... ... 895, 184 872,74 112, 067 53, 796 56, 272 728, 959 §28, 033 99, 601 6685 31,178
July 1935 to June 1936_ 4, 207,819 4, 080, TOL 419, 055 260, 588 158, 469 3,037,122 3, 147, 120 203,312 216, 601 : 24,813
July 1936 to June 1937_ 3,705, 361 3, 589, 334 1,195, 768 561,509 633, 839 2,332,519 1, 1136, 754 01, 786 253, 40 61,047
Juiy 1937 to June 1938 1, 288, 075 1, 255, 783 650, 750 412, 191 238,559 500, 720 453,021 129, 247 17,452 5, 204
Juiy 1938 to Jupe 1439. 5, 601 2, 391, 738 BRY, 503 378, 369 208, 113 1, 790, 275 1,489, 212 174, 461 126, 602 13, 961
July 1936 to June 1940. 2,322,017 2, 267, 785 292, 877 184; 099 108, 278 1, M8, 4G5 ], 693, 787 182, 657 70,420 , 543
July 1944 to June 1941, 3, 030, 603 2, 670, 498 782, 268 A18, 578 165, 691 2, 167,417 1,923, 831 99, %5 143, 961 20, 733
July 1041 to Jume 1642, __ 1,987,124 1, §54, 957 862, 490 589,342 213, 157 1,061,176 800, 818 206, 535 53, 824 1,233
July 1942 to June 1943 . __.___ .. 742, 406 728, 304 242,444 123,006 113, 533 454,101 kitriren 26, 832 34, 532 26, 759
July ¥d3 toJune 1944 __ . _______. 1,734, 349 1,899, 741 458, 620 229,009 226,611 1, 20¢), 933 915, 837 97, 368 187,728 40, 188
Juiy 1944 to June 1845 ... ___._ 4,237, 403 4, 160, 331 7.:9, 837 205, 204 ‘404,542 3 352, 344 2,066, 618 51, 362 334, 364 48, 150
July 1045 to June 1046_. ____ ... ... 7,123, 540 §, 67F, 662 1, 536, 561 1,003, 370 553, 191 5§, 160, 270 4,333, 209 201, 271 625, 190 254, 831
TS e 960, 911 043,338 167, (43 149,212 47,832 734, 604 588, 903 5,008 140, 602 11, GS0
August .. 464, 748 458, 825 100, 059 50, 009 41,050 352, 584 282, 8% 50, §11 19, 297 6, 181
September. 808, 176 748, 257 OB, 884 49,897 48 987 683, 159 1147, 668 720 34,765 11, 214
October.. . 1,082 011 1,062,444 | - 155, 820 101, G47 54, 173 872,713 7Oy, 227 19, 214 56, 272 33,611
November_ 162,012 147,616 24, 908 , 950 15, 45 93, 814 68, 348 §, 200 14, 266 28,895
December_ ... .. 800, 276 491, 336 121,480 92, G 28, 876 349, 608 206, 239 11, 620 41,748 20, 248
252 770 244, 563 111, 264 62,715 48, 549 123, 654 o), 150 5,313 62,182 0,645 -

2006, 726 201,080 37, 084 17,075 19, 959 239, 503 231,609 1, 507 18,327 14, 542

417, 267 405, 348 09, 295 55, 354 43, 41 250, 052 254, 552 2,270 30, 230 17,001

682, 171 - 666, 190 212, 572 147, T80 4, 782 432, 916 320,071 57, 057 55, BUT 20 632

843, 790 824, 908 152, 789 ), Ay 62, 200 {i58, 138 813, 623 28, N&S 118,427 14,071

682, 632 642, 668 215,412 1G5, 528 76, 854 330, 505 284, 531 13, 706 32,368 66, 752

9%1
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PaRT 2—INDUSTRIAL

July 1934 to June 1835 . _________.
July 1935 o June 183G _ .
July 1936 to June 1837 _
July 1637 to Juns 1838 _
July 1838 to June 1939. .
Tuly 1539 to June 1940

July 1942 to Junse 1943
July 1943 to June 1944
July 1944 to June 1945
July iato June 1946 __ . ______

328,948
1, 340, 552
1, 203, 845
659, 730
954, 950
601,030
1, 047, 0
779, 472
291, 523
854, 04
1, 201, 521
2,642, 065

405, 366
250, 750
129 605
233, 089

62, 855
153, 934

188, 320
104, 126
134, 16
124 453
299, 088
470, 80l

291, GAG
1, 295, 395
1, 150, 608
642,079
433, 170)
666, O3
1, 021, 1}
62, QS
084, 453
833, 347
1,16

2 14

2, 846, G2

483, 427
230,245
133, 452
22, 901
6U, 5835
183, 803

181,402
100, 254
135,822
412, 208
288, 081
404, 542

40, 900
131, 242
602, 828
461, 609
444, 039
118, Y32
184, 436
401,354
137,442
358,077
534, 361

1,272,713

102, 66

205,411

1%, 509

132, 480
65 045
45, 522
&6, 506

7,049
53, 101

-30, H))
U4, 478
302,833
193, 126
190, 505
48, Hid
£5, B33
244, 135

435, 453

30,190
30,489
41,825
35, (6
14,169
15, 828

43,207
11,165
10,471
a7, 322
47,601

57, 822

251, 652
1, D42, 997
507, 439

1,433, 970

300, 23§
161, 496
42,379
118, 154
47, 453
106, 971

73, 554
59, 420
14, 051

195, 00T

151, 203

164, 036

230, 139
300, 426
334, 343
114, 241
328, 521
133, 285
76, 337
130, 170

$1, 793
233 K36
432, 760
036, 942

208, 326
04, 970
B, 837
85, 092
26, 563
BY, 310

125,178

23027
139, 943

11, 520
1,315
3,727

15,118
1,917

6,903 |

8,644
14,370
13, 755
13.741

7, 85
32,017

See footnotes at end of table,
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TABLE 4.— Proposed use s of net proceeds from the sale of new corporate securilies offered for cash sale in the United States—Continued
Panrt 3—-PUBLIC UTILITY

rAmounts in thousands of dellars]?

.

New money

Fetirements

- Total gross Total nef 7 All other

Year and month o . . : :

proceeds? 1 proceeds® gl pew | Plantand Working Total 1e- | 1 dod debt | Olher debt, | Vreforred PUrROses

wehey equipment capilul tirements wr e stock
July 1834 Lo June 1935 377, 605 366, 631 14, 351 4,673 5, 78 348, 426 34, 337 41, 952 7, T2
July 1935 to June 1936 2,008, 143 1, 055, 387 tid, 463 43, 300 20, 563 1,584, 328 1, 756, 955 33, 154 68, i 2,697
July 1936 te June 1437_ 1,637, 526 L, (35, GO 73, W7 B4, 923 8 234 1, 508, B84 1, 354, 00s l" 342 108, 543 13,476
July 1837 to June 1838 517, 281 3, 84 151, 808 114, B85 37,003 410, v04 32?. 27 83, ¥ 455 1,292
July 1938 io Juno 1039 _ 1, 365, 540 £, 337,126 80, 852 7.y Q, 8134 1,249, 107 1, 104, 117 47, 474 ah, 111 1,138
July 1939 to June 1940_ 1, 108, 325 1,086, 454 65, 274 54, A58 10,718 1,012,482 iy, 318 3."). I8 37,407 8.G97
July 1840 to June 1041 1, 530, 509 I, 504,828 306, BD4 280, 671 25,814 1, 104, 020 1,129,516 13, 390 51,122 3, 945
July 104F to'June 1942 977, 42 gbﬁ 1% 307, 830 305, 421 2, 408 G55, 354 6509, 865 34, bb6 10, h83 3,028
July 1842 to June 1943 331, 753 3 15 67, 935 61, D03 6,027 24D, 493 200, 095 B, 764 0, 633 8, 888
July 1843 Lo Junc 1944 657, 746 648, T 17, 845 7,160 10, 738 419, 136 861, Tig 10, 843 46, 503 9.727
July 1844 to June 1945 1, 724, 356 L, 47, B4l 49,113 3k, 522 12, 591 ¥, 640, 274 1.434. 820 £, 540 188, 908 18, 45
2, 572, 466 2. 531, 192 73,804 63, 733 10,071 2,308, 333 2, 132,965 41, 820 220, 547 ), 356
310, B8 307,818 3, 742 4,958 781 g, e 245 42 - 0 16, 284 0
19, 255 117, 30R 2,044 1,143 1al 118 625 108, 730 0 I, 346 4, 140
- 352, 164 378, 247 - 261 26t U 371, 746 370,078 36 1,G72 5, 250
572, 033 5635, 5T 15, GA3 14, 209 363 533 234 510, 432 ¢ 4, 500 13,291 16, (330
Nmember 6d, 481 G3, 440 2, 251 1, 830 121 By 41,303 | 1,412 14, 54 3, e
Diecernber 215, 684 212, 23,920 ), {e1 3,230 157, 225 7,100 23, 364 1, 122
Junuary e 44,072 43. 14f 512 236 2468 42, 834 . 404 0 3T, 245 7
February. 32,888 42,412 < 811 Hi33 115 31,430 28, 540 1] 2,894 1533
Margl____ 70, 40 78,062 1,492 v ° 1,492 74, 5T0 L 34 19, b5 0
April__ 139, 915 137, 846 , 207 3,745 2,462 131,639 12,573 9, 603 0
May 424,931 423, & 4, 819 1,241 H78 418, 153 0,644 9, 0674 4
June. . iiiieieaa. 181, 987 176,320 0. nG3 9, 853 20 L4, 60y 131, 831 24 2,528 34,538
’

.

8PI
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I'ART4—RAILROAD

Juty 14M to June 1935, . _____._.
July 1936 (o June 1936 .

July 1936 to June 1937
July 1937 to Jaze 1938,
July 1938 ta June 1939,
July 1230 ta June 1940
July LA to June 1041 ..
July L] to June W42 .
July 12 to June 194:
July 1843 to June 1945
July 1944 Lo June 1945
July 1946 ta June 1946

1945

September..

Geteber

Novermher

Decermben . ...
1946

Januaary oLl

February

~June.

L
5

137, 402
£i50, 35
S01, D46
41, 428
1ut;, 351
7, 515
37, 420
174, 202

HIG, 265 |

1463, 404
JU1, 4006
6, 013

'I\ .‘rlh

iy, ur,n

134, 571
137, A%S
484, Al
40,515
T, 352
293, 481
368, GR1
171,726
1046, 187
It:" JUJ

, 3%, uha

1(!!.(’»548

3, 8560
2 54
236, 4o

U
L8, 464

31,323

72l
0, 271

217
080
a,099

[y = —

114, 1855
Al4. U536
M, 108
B, 487
55,574
12, 806G
131, 481
45, 027
69, 8548
Yy, o8
LUF7L 530
, 231 457

25, t-GS

i3, 420
352,073
204, 541

t

212.&83
110y, 942
45,047
65, mi8
47,998
LAITY, A3h
P 51

37, 765
32,013
16, 430
o

it

202

18,03%

0
]

1]
]
1]

See footnotes at end of table.
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Tarte 4-—Proposed uses of net procceds from the sale of now corporate securities offered for cash sale in the Uniled States—Continued
PaRy 5—REAL ESTATE AND FINANCIAL

[Amounts in thonsands of dollarsy?® =

Now money Retivements

. Tota! gross | Total nel - All other

Year and month - .

proceeds # proceeds Tolal new Plant and Working Talal re- Funded debt} Other debt Preferred purpases

money equipment |~ capital tirernents tniled dle er Je stock ,
July 1934 to Juoe 1935_____ .. __ 51, 228 a0, (4G 20, 270 300 10, 79 27,632 §, 523 138, 1 0 2,147
July 1935 to June 1936 - 149, 268 102, 413 41, 348 41, 318 140, 313 118, 645 G, 052 15, 605 10,758
July 1936 to June 1937 . 362, 534 353, 160 253, 98t - 335 253,143 01,928 {0, 462 & 101 20, 275 7,290
July 1937 to June 1935 . - 10, 636 8,976 7,916 [ 7.910 301 266 38 0 7580
July 14938 to June 1930 - 18,758 17,060 7.813 50 7,703 7,226 q J 7,226 2,051
July 1939 to June 1849 - 224,719 221,787 27, A% 0 27,4885 104, 284 8%, 511 102,504 269 - 3,017
July 1040 to June 1941 - 77,139 75, 540 54, 317 343 53,974 18,837 7,036 7,048 3, 853 3, 386
July 1041 to June 1942 . &6, 029 54, 127 24, 616 2 26, B4 23,974 15,816 7,458 1} 5,037
“July 1942 to June 1943 . 13, 565 12,349 7,137 0 7, 137 3.902 3,992 0 0 BlY
July 1943 to June 1944. - 54, 136 57, 620 18, 565 Q I8, A5 a6, 883 .32, 306 2 414 2,142 2170
July 1944 to June 1045, - 121, 480 ]15 L] 78,122 709 75,324 34,197 a1, 502 4, 794 7,901 G, 570
July 1945 to June 194G ___ __ 202, 405 256, 548 111, 502 3, 836 107, GGG 48, 514 34,238 15, 876 48, 400 44, 532
1845 .
Jaly. oo [ 48,315 47, 15 36,858 1] 16, 838 30,370 1,672 0 28, 703 171
Angnst. - §, 840 3,412 1, 400 1] 1, 460 §, 725 439 4, 059 1, 630 227
September. 12,073 11, 535 7,612 35 7162 2,759 2, 54l ] 240 1,237
Oetober_ . - 235,303 27, 546G 18,754 a 18, 734 G, 627 2,410 1,374 2,843 2,165
November- 24, 677 23, 588 1,438 <50 1,358 451 451 0 ] 21, 608
December ... _. i, 537 20, 339 8,873 i3 4,510 5, 244 L] 2,645 9, 599 12,223
13, 437 13,103 B, B0 rit) 5, 085 7. 416 1) 0 7,440 1
£, 682 8, 867 8, 049 4] 8, 549 219 L] 0 218 0
11, 131 9, 888 1, 978 4] 1,978 7, 664 i, 664 0 4] 246
18, 820 N 18, 204 f, 08 1,639 5,009 9, 95 { G, g 2, 6045 1,040
37,778 36, 803 14,021 300 13,721 17, 1066 17,168 3 L] & G617
24, 443 23, 854 19, ti35 813 18, 522 1,153 1, 556 kit 2,026 ; 37
t

1 3licht disercpancies between the sums of figures in the tables and the tolals shown are due ta counding.

? Toral estlmated pross peaceeds represent the amownt paid for the secaritios by investors, whele total Lstmnted net proceeds represent the amount received by
payinent of compensation to distributors and other costs of Hotation,

the issucr after
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TABLE 5.—DBrokers and dealers regisiered under Seclion 15 of the Securities Exchange Act of 1934 '—Effective registrations as of June 30,
1948, classified by lype of organization end by location of principal office

Nuamber of registrants Numher of proprietors, partners, Number of exaployess Number of branch offices
| . ollicers, ete.? .
Locution of principal office cal o » Sol | pare |*
Sole pro- | Part- Sole pro-1 Part- | faine. Sale pro- art- - ale pro- art- _
Total | prigter- | net- rgﬁ;‘;g! Total | pricter- | ner- rgg’()%g 2| Total | prictor- { ner- rga'oll]]'i o| Total | prictor- | ner- rgtoiiyllﬁl
ships ships " ships ships | ships ships i ships ships
Algbama. . .. R 20 9 5 G 51 9 15 20 31
Arizona_ R ) [ LY S 1% B 7. 7 9
Arkangas_.. . 17 8 3, 0 37 ] 7 3 8 = |
California._ - . 204 50 |% A ek 80 336 1t 1,895 0 g
Colorado. . __ . i3 31 1l 21 159 31 24 i) &4 1 =
Coonnecticent__ 45 17 1n 15 151 17 55 42 A6l 2 =
Delawnre... .. . 5 4 2 2 43 4 97 1 307 1
District of Columbia .. (5] 4 11 6 228 24 47 o0 230 h 3 3
Florida_ . 231 . 1% 4 O 49 i3 1t ] 18 3 2 b;[
Qeorgia. . 25 8 0 11 70 ~ -1 17 5 278 2 i
Idahe. - 9 A2 B 5 [ 5 L2 v 3 L ! 1w
IHinois _. 275 i 91 105 U7l 7 144 136 2,047 1,834 168 1 121 A8 2
Tndiopna. . . 6 23 11 24 136 22 el 24 o0 jis L]
Iowa.__ ” 3 § 5 TR 3 14 17 o3 118 7 ]
Kansas. . 13 a5 5 13 118 5] 1 i 14 15 77 i
Kentuck 16 ] & a 44 G 17 13 55 33 L
{.\;fmsnana ) 6% 44 19 5 122 44 63 35 150 b [
aine..._ 42 14 2 1% k4 14 £ 5 19 Il
Meryland. | fr | 07 3 7 7 wloowe| A g
Massnchusetls. 218 114 43 76 818 HE 235 3,541 | . MG | 1081 1,271 b=
Mlichizan.... 03 1 28 il 0 10 100 fil 15 310 il ]
ﬂ;m?espta, 56 14 Ig o 20E 14 35 2,244 a7 1320 2, Ulg =1
ississippi. 5 4 1 i 4] 8 5 »
ﬂiss?url... 0l 21 30 40 434 21 185 1,304 AR i 535: ~
dontana._ 7 1 1 3 19 3 2 43 2 2 B!
§ebrnlska 3 12 4 14 86 Iz 8- 6 3 1112 ] 73
evada._ § 4 1 a - i 2 4 4 0
New Hampshir _ 0 <] 1 K 16 - 19 i) 1 12
IL:IIEW {errse}'..._ 107 i) il 23 2| o " 60 & 114 217 42 Gg 106
evw Mevicen...._... . u 9 1 11 f 2 6 6
New York (excluding New Ygrk Y
+ City) - 239 17 25 35 390 179 H 132 553 120 235 196 18 3 5 7
10 4 12 94 10 ] 75 163 a7 13 123 11 1| 19
3 0 2 13 3 1} 10 1] 1 0 &
41 51 62 485 11 179 215 1,191 | . 5 Gil &05
67 4 I 116 67 8 41 97 62 3 az




-

TabLE 5.—Brokers and dealers registered under Section 13 of the Securities Exchange Aci of 19343— Effective registralions as af June 30,

- 1846, classified by type of organizalion and by location nf principal office-—~Conbinued
Number of registrants Nurober of proprietors, partners, Nutuber of employres Nuumnher of branch offices
oilicers, eto.?
Loeation of priucipal oftico ol Fart | - i st Part S0l Part S0l Purt
Sole pro-| Part- . 1 &ole pro- | Part- ) Sole pro-| I'art- 8ole pro- | Purt- )
Tatal | prictor- | ner- r?toirpo o Total | prictor- | per- rgtﬂg:; 5| Total | prictor- | ner- rgg-rolr']g', ‘Total | pricior- | ner- TSS"‘;‘; )
ships | ships |"#HO0S ships | ships f ships | ships [** ships | ships 0
Qregon 26 11 & 10 72 11 13 43 100 35 17 LR F 2 S DA, 3
Peongylvania. 230 83 100 47 714 53 408 a3 3,296 163 9, 287 546 7 3 74 23
Rhode Island. . ! 3t 13 12 4 69 13 34 21 135 | 11 it 1 | R P U
South Carolina_ - 0 12 5 10 18 12 19 a7 B4 19 19 48 7 ] 1 [
Bouth Dakota .. 4 3 [t} 1 U} 3 Q 3 4 2 0 2 LU R N
Tennessee.. ... 42 14 11 17 140 14 30 105 301 17 08 208 27 | 8 19
Texas. .. 152 128 !l 37 123 126 7 225 447 a5 104 248 26 2 ¥ r
Utah_... 23 ] ] 10 2 -8 10 45 1556 3 127 20 1 -]
Yermont 2 0 0 2 1t 0 Q 11 10 Q 0 10 e
Virginia. 25 10 9 i 72 10 32 30 142 1i; 05 41
'Washingto a3 &7 9 29 M4 57 30 127 621 272 57 292
West Virgini 10 5 4 1 26 5 13 8 44 18 2 3
Wisconsin_ . 56 14 1] 34 205 1 14 175 AT 2 23 i
Wryoming... ... .. L] 6 0 0 B u 1] 2 2 1] 0
Toint (exeluding New York : '
City) e [, 2,871 I. 351 731 830 8, 565 1,351 2,673 4, 340 | 27,589 2,081 ¢ 13,641 | 11,867 1, 005G 41 049 416
New YorkCity_ ... 1,200 405 08 185 | 4,204 05 | 2.878 1, 016 | 30, 148 475 | 23,895 3,778 790 10 T 08 1 172
Tatal ..., __. O, 4,172 1, ?5['» 1,538 1,077 | 12,864 1, 750 &, 551 5,557 | 57,137 2,556 7 34, 336 | 15,645 1, T80 51 1,157 1 83

1 Domestic registrants only, excludes 40 forejgn.
! Includes directors, officers, trustecs, and all' other persons oceapying similar states for performing similar funelisns,
1 Includes all forms of organizatians other than sote proprietorshlps and parinerships,

g8l
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TABLE 6.—Special offerings effectcd on national securities exchanges for fiscal
year ended June 30, 1946

Number of shares

’ Num-
Exchange ber in
made origi-
nal
offer
i
All exchanges:
Total____..._.__ P 491 637, 360
Completed_. _ 40( 511,838
Not comnpleted..____ 4] 145, 522|
Chicago Stock Exchange:
Total . ... - 5 19,713
Completed._.______. A& 19,713
Not completed .._._ 0 0
New York Curb Exchange:
Total [ 1} 4,800
Completed___ _ 0 0
Not completed.___._ 1| 4,800
" New York Stock Exchange:
Total ... 40] (20, 647
Completed__ . 42| 479,925
Not completed. ___. 8| 140,722
San Francisco Stock Ex-
change:
Total e o 3 12,200
Completed. __ . 3| 12,200
Not completed._____ V] 0

Sub-
seribed

653,657
555, 158
98, 499

20, 298
20, 298
0

- 3,690
0,

3, 690
616, 969

522, 1430,
94, 809!

12,700
12,700
0

Val Agegre- | Num hné of offerings by
alue | gate uration
of special
shares | com-
i J
oo | T | rermi | QS| ot
Sold [sands of| (thou- '}ﬁ f5 nated | nated
dollars) 53(1)11(115 91' minutes| SAIe | same
ars) - day day
622,620 21,673 340 15 23 11
524,130 18,013 287 15 23 2
98,499 3, 660 53 0 0 9
20,013 446) 8 3 2 0
20,013 446 8 3 2 0
[1} 0 0 0 0 1}
3,690 126 2 0 0 1
0 ] 0 0 0 0
3, 680, 126 2 ) [1} 1
586, 726] 20, 625 321 Y 21 10
491,917 17,091 27 9 21 2
94, 809 3,534 51 1] V] 8
12, 200 476, 9 3 0 0
12, 200 476 9 3 0 =0
0 0 0 ¢ 0 1]




154 SECURITIES AND EXCHANGE COMMISSION

TABLE 7.~ Market value and volume of sales effected on securities exchanges for
fiscal year ended June 30, 1946

PaRT 1.—ON ALL REGISTERED EXCHANGES

(In thnusands]

3
Rights and war-

2
Stocks ? Bonds cants
Total
Exchange market
value Market Ililll,tgf Market |Principall Market ;’L‘]‘_ n(t)i
value chares value amolnt value units
. Dotlars Doliars ' Dollgrs | Dollare | Dollars
All registered exchanges. .. 20, 377, 600 118, 054, 952|826, 777 [1, 258, 020 |1, 784,465 &3, B18 40, 949
Baltimore Stock Exehange R 7.0A% 5, 58, 207 1,732 Lo o
Boston Stock Exchange.. oo 216,080 214,019 | 5,384 47 34 14
Chicago Board of Trade P W15 315 48 [ L1 (R S,
Chicago Stock Exclinnge - 340, 20 30, 141 | 12,985 16 11 1i4 12
Cincinati Stock Exchange. ... .. 2,397 12,325 386 u 0 72 2
Cleveland Stock Exchange. . 313,183 23, 181 s U {1 s 1
Detroit Stock Exchange. - 07, 364 [T LRI ST 117 N SR (RURNPURRPI (PSR (RS,
Los Anpgoles Biock Exchange. . 120,679 120, 802 J u \77 15
New Orleans Stock Exchange. . 4. 509 |, +, 585 4 4 (]
New Yark Curh Exchange_ ______| 2,364, 518 | 2,211, 73 95, 095 111, 4u3 57,450 18, 52
New York Stock Exchange_ . ____|16, 778, 014 |15, 492, 624 1, 2L, UGG 11,070, 110 25,154 | 21,380
Fhiladelpba Stock Exchange._ .. 144, 258 140, 149 7 G 2
Pitisburgh Stock Exchange. . 30, JW1 30, 383 7 G
8t. Lonis Stock Exchange. .- 8, 607 & 340 321
Balt Lake Stock Exchange_ ... 11, [06 11, GG
San Francisco Mining Exchange. 2,772 2,772
San Francisco Stock Exchange...| 232,419 231, 397
Standard Stock Exchange ... __. 4, 420 £, 420
Washington Stock Exchange_ .. 2,821 3,410
N r
Break-down of fiscal year totals by months
1, 109, 300 993, 342 | 44, 441 1086, 954 1604, 213 B b7d 5, 11
1,045, 313 940, 043" | 38,991 101,994 | 143,243 3,276 T
1,154, Gud | 1,108, 441 | 44, 845 89, 387 120, 572 1, 566 1,48
1,711,488 | 1,585,803 | 72,869 | 122,343 | 172,486 3, 252 210
1, 934, 14D | 1,791,082 |100, 557 137, 719 142, 680 5, 308 591
1,883, 466 | 5,732 774 | 82,740 138, 498 185, 632 12 694 4,32
January 2,538, 376 | 2,363, 635 |107, 660D 165, 360 217,071 @, 351 5,34
February 2,047, 557 | 1,923 627 | £8,400 | 117, 243 | 154, 552 8, V87 a7
March__ 1,578,512 | 1,475 503 | 38,377 08, 950 121, 4137 - 4,453 1,82
April 1,976,036 | 1,253, 3582 | 68, 12 107, 506 131, 585 15, 748 4,25
1, 5G4, 187" 1,768, 087 | 68,140 89, 462 107, 065 6, 038 2,37
1,493,121 | 1,404, 243 | 51, 639 83, 4588 97, 833 5, 440 5 15

Bee footnotes at end of table.
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TasLe 7.—Markel value and volume of sales effecled on securities e:cchanges Jor
fiscal year ended June 30, 124f—Continued

PART 2—ON ALI: EXEMPTED EXCOANGES

[In thousands]

Rights and war-
Stacks ! Bonds 2 Tants
Total
N Exchange market
value | afarket | NUTE | Market |Prineipal] Market | poid
. value shares | ¥alue [ ameount | value anits
Dollurs Doltars Diollars | Dollars | Dollars
All mmmptcd exchanges. ... ..... 14, 767 14,730 | 1,698 28 U PR PR,
Culorndo dprings  Stoek Ex -
[V 0t T 586 S586
Heoolulu Stock Exchange. § 874 8, 848
Minneapolis-St. Paul Stock E: .
change . e 4, 343 4, 348 4 2 (RO FOIIVITIIVI: (RURUIPR PN
Richmond Stoek Fxchange . /35 635 8
‘Wheeling Stock Exchange . -1 32 4
Break-dawn of fiseal year totals by months
194 .
TdY o 1,078 1,078 147 a
Auenst . 501 §01 w2, 1]
Sentember. 1,082 1,067 73 15
Octeber o _ 1,183 1,172 119 11
Mpvember. 1,243 1,252 2606 1
December___ ... 1,065 1,065 210 0
- 8
T UATY e eemeas L. 1, 966 1, 966 148 0
February. 1,332 1,331 172 1
March 1,499 1, 459 157 0
April I, 264 1, 137 1]
May B 1,166 1,166 91 ]
Jane. .. . 958 958 ih 0

! 'L‘:lotk%” includes voting trust eertificales, American deposilary receipts, and certificates of deposit oy
stocks. -

24 Bonds includes mortgage certificates and certificates of deposit for bonds, and excludes U. 8, Govern-
ment honds sinee March 18, 1014, f

1 Five hundred doliars or loss.

NoTE,~Vilue und volume of sales effected on registered securitles axchanges are reported in connectinn
with fees paid under seciion 31 of the Securities Exchange Aet of 1534, For most exchanges the figures 1 ene-
sent transactions clealed during tbe calendar month, Figures may ditfer from compnrable figures in Lhe
Rgtistical Bullelin due Lo revigion of data by exchanges. For corlicr data sec the Elevenih Annuual Report
of the Comumission, p. A-17; the Tenth Antinal Report, pp. A-10 and A-20; the Ninth Annnal Report, p
A-16; tho Elghlh Annual P.\_port A-9; the S8eventh Annual Report, pp. 288-205; the Sixth- Annual Re-
nort, P, 276-283; the Futh Aunua]pchm t, pp. 222-237; 1the Fourth Annual Report, pp. 188-171; the Third
Annual Roporr, insert facing p. 156; the Second Annual Repart, ipsect fucing p. 116; and the TFirst Annual
Report, pp. 87-01



TaBLE 8.—Round-lot stack transactions! c¢ffecied on the New York Stock Ezchangs for the accounts of members and nonmembers, weekly,
July 2, 1946-June 29, 1946

-

{Thousands of shares]

Rouud-lot iransactions for the aceounts of members 2

AT round-lot K N Round-lot transactious
gales “Pransactions of special- | T ransactions fur  the X for the ncepunis of
- ; istS in stowks it which odd-lot aceounts of Other transactions Other transactions nonmembers
they nre ropistered oddilol dealers and initiated on the flaor initiated off the floar
Week cnded Saturday ¥ Elsiere specislists
P Sales - Sales I Sales Sales P . Bales
ur- ur- *ae- Tur- ure
Total | Shorl | opaces chuses chases | ehases chases
Total | Short @ Total | Short ¢ Tuetal | Shoerl3 Total | Short:? Total | Short 2
1945
Ty T e ace | 4,602 150 B} 412 70 157 a3 {‘) 89 120 10 122 201 37| 3,823, 3,831 33
July 14 . L 5:349 1249 443 405 , 233 Hl 4) 124 153 g 159 31 a7 1 4,385 7] 4,300 18
July 2l s , 08 130 435 and 80 270 k20 {* 164) 252 7 184 408 18| 4.806 | 4,714 44
July 28 - 4, 925 157 420 305 55 2 &7 E‘) 133 228 11 144 287 45 | 3,896 | 3,930 45
Avpust 4 . . L 3, beh 224 35 353 §2 203 G 1 144 149 24 158 260 G0 3,145 1 3,135 42
Aungust WL L. 5,674 239 342 Gl 108 206 134 ] 1683 14} 23 185 197 21 4,478 | 4,562 87
August 18 .o 4,359 114 334 3H7 49 1l 04 [H 86 85 ] 4 104 17 2,721 2,729 40
August 26_ - . B, 177 233 BI§ 6lé 44 272 138 ()] 183 157 12 208 250 42 | 4,868 4,079 85
Beptember 1. 6,215 224 501 A2 120 a2 120 ) 100 132 k] 205 330 40 | 5088 | 5,075 5l
Heptember 8 5, 558 145 440 478 94 259 119 (3} 112 109 8 176 198 14 ' 4,562 4, 654 20
Beptemnber 15 ... . 7,015 165 593 A03 112 320 163 (4) 182 183 17 229 281 22 B, 602 , B 44
Beptember 22 _____.________ 7,663 208 644 G687 121 320 163 ?) 148 174 13 245 288 19 G, 306 4, 351 85
Soptember 20_ .. .. ___.. 7. 197 154 554 528 42 254 141 4) 192 154 12 221 263 26| 5,970 G, 111 34
October Goe oo oe oo 9,675 223 ki 509 142 390 153 (4} 200 |- 245 12 205 345 31 8,023 8,123 4}
October 13. 7. 210 195 577 543 120 203 19 U]} 162 17 7 214 271 g 5 4n4 t, 103 39
Qctober20___ ... . 19, 353 265 769 775 149 405 154 (1) 231 271 22 282 366 4% | 8,686 | 8,757 45
Qotober 27 oo , 047 219 41 655 1) 305 137 (11 121 16l 14 257 291 8% | 5708 6,803 b
Novomherd._ .. .. ._._. 10, 798 31 856 024 183 92 174 E‘) 224 240 21 398 425 62| 8 &9 @037 50
Nowembher 10. 10, 042 248 841 |32 140 372 154 1} 204 1, =~70 13 308 429 49 | 8,327 8, 467 36
November §7_ 10, 787 305 857 528 154 36 174 ) 210 267 32 423 474 62 | 8,461 9,044 5
Novemher 24 8,026 218 831 757 117 296 155 ?) 227 181 15 333 525 &1 7,249 4 7,308 35
December 1. 10,728 271 972 1,009 177 41l 158 +) 214 210 14 393 Gl2 47 | 8,703 | 8741 33
December 8 ... 13, 663 365 1,178 1. 240 2 536 173 %‘) - 7 306 25 392 766 63 | 11,290 | 11,178 50
Trecomber 15 . .. 9, 265 242 895 &14 184 376 135 1 n3 231 14 246 416 6l 7,643 1 7,618 28
Decotiber 22.._ ... 7. 459 168 779 767 90 214 194 Q] 147 16 11 235 312 32| 6,24 | 6,190 35
Deceruber 26 ... 4,800 122 504 444 73 218 - 80 ) N £8 4 166 1 . 255 17| 3,857 1 3,940 25

9¢1
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January 5. o .. L o ... 116 378 51 f2 200

January 12 340 L1192 | 1,295 219 525
January 19. 465 | 1,498 1,613 200 5l
January 26_ puts] il 1, 028 165 B3
Fehruary Gl8 [ 1,205 [ 1,303 303 872
February 9. . 402 930 42 191 614
February 18 ity 802 02 185 594
February 3. 221 | 1,025 592 129 411
March 2. . 8 1,141 1,167 148 435
Munrch 9. 144 412 604 ax 238
Mareh 16 197 viid 766 131 340
March 23, . 227 715 700 124 314
March 30__ 240 787 768 155 2983
April b.__ 209 854 580 178 323
April 13, 223 208 801 145 333
April 20 . 219 Gdd ki 135 341
April 27 260 g28 75 153 57
May4... 187 602 549 101 279
Way 11 285 435 066 153 382
May 15.. 207 654 620 133 32
Alay 25__ 108 684 661 110 337
June 1 27 747 812 164 399
June 8_ 174 635 G20 117 30G | *
June 15 153 352 571 5 313
June 22 100 L7y GhG 194 | - 350
June 2% _____ 150 574 629 117 339

ml @ 167 118
224 [ (5 957 251
260 2'} 298 T
210 B 131 212
18] &4 233 03
481 (9 136 142
0] (4 105 154
5] 149 1856
188 160 221
1% 109 106
15| 119 137
wsl o .| 1 145
2040 ) 118 130
2u4n 1 (1 152 174
2w | M 114 160
e | (9 N 101
94| 140 144
T ] 20 %5
oo | {4 82 114
195 | ) 140 119
17| @ 160 118
133 @ 124 171
152 | 78 133
140 | (% 54 111
61| {9 42 160
TES O] 83 150

7 191 256 23| 4,404 | 4,419 04
14 186 740 62 | 11,079 | 11,032 219
24 554 694 59 13,403 [ 13,690 a2
S 399 501 9,800 | 9,833 55
48 408 752 101 | 11,950 | 12,324 66
14 a6 510 55 | 7,655 | 88 42
1 281 468 48| 674 | 6564 52
8 257 307 33| 6,053 | @907 52
12 339 403 B 77| 7,918 &5
6 219 231 18| 4406 | 4514 43
12 233 271 291 4,642 5 072 34
10 32 356 55 | 5,480 | 5,025 23
9 253 312 25 | 5945 | 6 017 51
13 303 453 4l | 7,278 | 7,283 37
7 335 394 34 6,813 6.8% a7
A 270 7 49 57321 5677 30
15 208 48 50| 6,208 | 6206 51
5 266 275 41| 4,632 [ 4,759 40
11 409 65 59| 6333 | 6.179 G2
8 272 287 o5 [ 5433 [ 5. 500 41
7 234 400 511 G078 | 6,238 30
20 2:2 433 87| 6,823 | 6 796 2
11 243 307 33| 4905| 4040 . 13
$ 195 307 36 { 4,544 | 4,55 18
11 153 361 28| 512 | 5071 15
14 135 275 31 4408 | 4,421 18

t Round-lut transactions are transactions in the unit of irading or multiple thereof; the
anit ¢f trading on the New York Stock Exchange is 100 shares in most stocks, aml 10
shams for certain inactive issues.

1 The term “maembers’ includes a1l members, their firms and their partaers.

1 Round-Int short sales which are exempted from restriction by the Conunission’s and
exchange's rules are not included in these data. ~
5 1 Five hundred shares or less. For the 52-week period data for this column totaled

, 000,

NotE—Yor, earlier data

see the Eleventh Annu&l Heport of the Comnmission, p. 15;

Seventh Annual Report, p. 206; Sixth Anousal Report, p. 283; Fifth Annual Report,.

p. 228; Fourth Annual Report, p. 162and the Thizd Annual Re}mrt . 152, Statistics for
the period Judy 5, 1941 to June 4, 1944 may be obtained from the Trading and Exchange
Division of the Commission upen rerquest,

JHOJAY TVANNY ITIATIML

281



TasLe 9,—Round-lot and odd-lot stock iransactions ! ¢ffecied on the New York Curb Exchange for {he accounis of members and nonmembers, F=
: weekly, July 2, 1945-June 28, 1546 %

['I'housands of shares]

Reund-lot transactions for the accounts of members 2
= Eound-lot transactions Odd-lot transactions
All round-lot ;
' sules Transactiqus of special- Gther transactions Other transactions for the ncm};"ts of Jor umt%“wu“}s of @
ists in stoeks in which initiated in the initiated off the nonmembers customers =
Wesk ended Saturday Lhey are registered 3 floor floor a
e - =i
P Sales P Bales P Sales P Snles - Bales E
" Thob fur- Hr- ur- . ur- |- Tr-
Total | Shotrt | o cu chasces chases chases - chases =
Toial | Short + Total | Short ¢ Teolal | Shori + Toial | Short ‘Total | Short+ on
! hed
) 2
1, 357 19 105 111 G 33 41 2 19 43 3 3 41 &3 0 =
I,531 2L 118 131 8 37 59 k] 32 62 3 . L S0 Rl ]
1,308 13 132 13 5 22 53 1 27 33 3 4 54 50 0 F’
1,072 13 105 112 6 19 32 1 42 10 3 3 2 54 [P
_ g6l 3| i s 76 2 17 13 2 73 36 1 3 3R 48 0 -0
August 11__ 1,346 15 119 132 4 o1 21 2 a7 55 1 8 17 54 0o
August 15__ 7689 18 63 &4 f a1l 13 1 24 50 { 131 27 32 1] =
AvRusL 25 __. 1,347 16 16 118 5 28 24 1 47 13 2 § &2 & 0 2
SBeptember 1. .. _.| 1,487 15 110 127 8 3 25 {%) 50 54 3 4 (133 67 i i)
September 8. | 1,596 22 126 112 12 4 31 1 49 6% & 3 a 62 0 =
September 15 ..| 1,818 a5 140D 151 13 25 44 3 53 62 12 1 72 i o -
September 22 ool 2,004 |- 36 147 17 15 2l i3 & a7 70 13 3 T+ 82 0 (]
" . 2,347 22| s 137 12 13 32 3 a4 89 3 4 afl %] ] Q
o 1] 46 210 L 19 47 G0 1 138 217 12 13 160 e 0 g
L[ 2,499 34 153 193 15 31 72 ¥ 14 176 18 14 &9 a3 © 0 el
oo 4,545 105 a0 2583 24 a2 175 13- 045 367 &7 1t 144 131 V] =)
_.) 3,587 7 252 212 17 63 168 34 96 218 34 2 107 o7 0 a
Nowveroher 5. -t 4,658 A3 251 259 1% 38 101 mn 76 173 18 16 13 121 0 mn
Novewber 10 _ .oy 8,319 53 326 271 a6 102 137 Li] 73 3oz 12 7 124 130 )] H
Noveinber 17 7 RS 375 42 163 145 12 &7 431 8 15 141 121 0 o
Noventher 24 15 KRS 251 23 A1) Gl 7 69 n7 8 ] 140 116 M} 2
Decemher L__ 54 403 357 a1 78 85 3 s1 346 9 11 186 151 ]
Dievember 8_. 53 466 440 24 70 a7 3 &7 506R 11- 15 20 163 V]
December 15, 41 e G o3 23 43 4 58 28 6 3 152 138 i}
Deecinber 2 20 213 1% 14 41 3z 1 44 75 3 2 an 93 V]
Deocamber 20, 16 147 137 7 ® 27 1 7 72 4 [




1948
Fannary ..o . ... 2, 006 2% 187 150 15 i2
January 12 .| 3816 b5 400 R a6 40
Jonuary 19 i a0 519 4490 54 2
January 26__ 2| 4,073 47 39 318 p i1 41
February 2. o| 6,488 93 543 438 44 74
Fepruary 0_ _|» 4,907 K 446 3 37 47
February 16 o 3,800 fil 2814 257 21 43
February 23 oa200 a7 315 264 18 41
Narch 2___. Joaa2n a1 326 318 14 60
March ¥ . A ] 3n 179 187 14 15
March 16. .. M 4] * 26 214 1454 10 &2
March 23_ .. S22 Hiil 192 181 12 {2
darch 30... o 2504 37 225 204 22 a7
AprilB___ 3,175 41 48 s 19 i
April 13 12,930 A0 - ol 283 28 32
April 20 S 2,448 24 285 0 202 22 a7
April 27. Si7 2,528 43 245 221 22 29
May 4., 2, 198 26 o212 198 11 bt
May 11 2,624 41 282 25 23 7]
May 18__ o] 234 i3 236 251 37 21
Alay 25 2, 44D 35 231 215 17 Sl
Junel_. | 2,710 4 258 214 21 57
June 8. 2.034 34 05 192 iy 59
June 15_ | 2,u04 oy 177 194 19 H1d
June 22___ -] 1,988 26 194 17 12 45
June29_____ 1, B56 34 173 163 i6 33

,
O I S B 84 3 6 0 78 it
65 4 114 146 8 f; 162 145 0
111 6 84 nap) 13 Coaz 203 159 13
G4 2 67 252 13 6 148 125 0
08 10 7 P 7 7 5 146 o
123 9 439 11 13 396 172 0
79 f 43 16+ 21 13 169 111 0
a0 3, 46 155 7 1 154 115 0
61 I 0 8 9 2 149 123 0
3. 1 56 65 8 T 91 98 0
a i 50) 125 10 ] 93 &7 0
28 2 52 102 14 2 ¥ 04 0
0 2 5 &4 ] 1 110 113 0
40 2 107 03 10 10 150 132 0
31 3 ] m 19 ; 12 154 145 0
o 1 53 121 il | o 2 4 131 116 0
o 2 1 109 2| o2 2, 7 124 193 0
25| @ 48 3 1 ¢ 1. 4 117 122 o
37 1 58 12 1| 2epr | 2130 A 132 17 )
26 1 &0 1138 51 2024 | 1,3 10 125 13 1
39 2 n 3 10| 27| 208 6 122 127 h
57 g 72 141 31| 29| 2iws 13 130 122 b
34 2 42 06 n| n7s| 1,72 i 116 151 0
LN 6 37 190 OS] 1T 4 108 3 I
6 a 52 125 6 L6831 1,610 1. 118 1Ny 0
48 16 57 a7 3| a8 | 1,248 5 ik ] 0

MRound-lot transactions are trunsactions in the unit of trading or multinle thergof,
while add-lot transactions are transactions involving less than the unit of teading. The
unit of trading on the Now York Curh Exchange is not the same in all stocks, but ranges
from 10 to 100 shares. Transactions in rights and warrants are not included in these
data, altheuph ticker volumes for this exchange include such transactions. -

1 'LI‘he term “mnembers’ ineludes all regular and associate rmembers, their firms and their
partners.

1 Qn the New Yark Curl: Exchange odd-lof transactions are handled solely by special-
ists in stocks in which they are registercd ancl the round-lot transactious of specialists

resuliing irpin sueh old-lot 1ransactions are net sepregated from specialists' other round-
lots. .

1 8hort sales which arc cxeinpted from restriction by the Commission's and exchange's
ruies are not ineleded in these data,

3 Five huadred shares or less.

Wote:—For earlier data see the Eleventh Annual Report of the Commission, % A1
Serenth Annua! Report, p. 208; Sixth Annual Report, p. 235; Filth Annual Report,
p. 230; Fourth Annual Report, p. 164 and the Third Annual Report, p. 154
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Tapre 10.—O0dd-lot stock transectivns effected on the New York 8tock l):vchmu;re for the odd-Tol qecownts of odd-lot deulers, specialists,

and customers, weekly, July 2

, 1945=Tuly 29, 1946

-
- Hales by customers to odd-lot dealers wod specialists .
Turchuses by customers from vidd-lob d .
- dealers and specialists
B » Talal Customers® short sales !
s =
Number of [ Numboer of | Market value| Namber of | Number of |Markel value | Number of| Number of
arders shares (deiars) orders shares (dollars) orders shares
1946 ' -
_________________________________________________________________ 7. M5 KIS, 13 I, 521, IOl PR RA] BRI HE L5 G7R, uTl 79 2,014
iy, 482 K77, 712 21, 552 54, Gl 18, 142, 104 S0 2,097
24, 5y2 710, 867 214113 54110 20, 705, 350 i 3,810
20,518 594, 478 : 17,874 451, 287 15, 48L, 185 107 4,619
CLF 450 4180, 34 18 251, 83 14, 603 il 576 1& Q‘W 33 108 -+ 191
August 11, 20, 448 638, 069 235, 154, 002 3, 780 B, 4wl 59, 214 236
August 13, - 14,213 4K, $17 15, 263, 808 375, 007 1-1 3%3 230 147
August 25 . 25, 568 45,011 ‘38 744, 209 541, 656 24, 505, 064 263
September 1 29, 251 8518 154 1330, 791 24, 0, 874 175
Septernber 8__ 24,0132 T2, 408 504, 807 21, 60y, 402 9
September 15. 20, {8 N, 71T b T8, 480 26, 415, 760 157
Seplember 22, 43,150 953, 275 ii' 535, 484 5 T3, 504 3D, 758, 9un 237
Sepliember 28 20, FEH 70, &1 32, 687, gst~ 25, 284 G5y, 320 25, 455, BR 132
Oetober 6., 007 1,157, (187 4, 74, 208 35, 57l yld, 220 35,422 534 17 171
Delober 13, o0, 7o 371 %3 34, 186, 90t 24, 872 0z, 816 a6, 303, 512 a7
Qctober 20, 4i), LeKs 1, 188, 20 A7, U6, 353 34,454 Ly, 522 38, 105, 360 152
Oetober 27__ 2. 710 St 518 6. UOL’. 25 25, 136 1540, 324 28, 755, 050 112
November 3 s 248 TL L, 615 1A, 384, 438 322381 _ BILA4I6G 36, FGJ. -Ifh 169
Mevember 10 38, 302 1,119, 521 45, 431, 158 32, 730k bud. 24l 114
Noevember 17. 34, 080 1, 040,830 41, 333, 548 31, 140 863, 046 202
Wovember 24 BN 078, A BT, 708, 515 2,414 S21, 402 149
Decernber 1. 40, 240 121,000 | 748, DGE, 550 32,897 O34, 318 15l
Terember 8. 51, 195 1,615, 346 A1), 832, 055 42,5863 1,218 843 , 165
December 15 30, 992 1, 171, 556 44, S48, 066 34, w90 e I 152
December 22 .- 20,158 851, 192 35, 175, 264 28, 865 812, 0wt 132
Drocember 20 e e e 4, 03t 63, 492 29,071, 112 13, 804 522, 784 &7
. 1946
BT Y e RS =g, (62 i, & 29,745, 790 23,506 28,432 | . 26, 43 1. 690
January 12, 32 L. 606, 463 Gfi, 208, 347 45, 782 1,300, 34 130 3,905
January 19 _ 1,874, 133 7,875,115 53,734 1. 543 471 183 5948
January 26 1. 461, 642 57, 747, 758 35, 8300 10126, T47 119 4. 173
Fobruary : 2, 094, 098 80, 864, 137 46, 250 1. 356, 346 M 3, 455
February 9. 1,602,374 A5, 745, 847 49, 187 1, 104, 345 H llfﬁ f“ 13 4, &0l
TFebruary 16 . I, 365, 745 56. 736, 121 20, 324 862, 676 37, 614, Ro TG99 J, 315
Febroary 28 e meeeaa- 44, 2 i 277.853 51,4805 795 34814 1, 046, 781 -H 470, 144 1M 3”7

091
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33, 330 1, 532, 161 63, 734, B3 41,804 - 1, 230, 0% 52, 857, 410 142 5,021
March §_ . . 28, 810 54,078 A8, 07h, 813 25, 197 TU3 U61 41, 418, 276 I PR
March 16. - A, 200 2, M5 41, 870, B57 26, B 751,777 3, 303, 503 7 5, 390
March 23 - 32,016 G35, 920} 42,417, 798 28,81 SN8, t45 35, 240, 34T [Hre 4, AT
March 30 - 34, R28 1, 004, 67% 45, 813, 870 33, 152 . 918,802 A0, 836, 505 101 . 3,614
April 6. - 4G, 129 1, 16§, 554 51, 765, 771 39, 506 1, 36, 156 46, 7EY, 261 0 2,718
April 13, -- 40, 653 1, 198, 571 54, 174, 228 39, 718 1,061, 144 48, 313,373 110 4,029
April 20 . 36, 354 1, 06, 211 45, 84, 081 31,717 §38, 542 A8, 855, 151 o1 3,187
April 27 . a3, a8l 1, 157, 473 5, 647, 606 34, 128 1, 010. 556 2, 678 L35 4, 752
May 4 -- 32,385 947, 438 43, 475, 359 30. G56 8148, 070 25 238 6, 743
Muy 11 .- 41, 481 1, 202, 505 55, 718, 310 34, 571 45, H08, 881 234 7, 809
May 18 .- 33, 263 46y, 308 44, 533, 370 26, 751 38, 801, 438 140 5, 825
May 25 -- 31,571 052, 073 1.3, 312 28, 660 37, 208, 534 65 3, 58
Juns 1.0 .. 338, 752 1, 162, 835 51,954, 470 24,201 a8, 332,315 8. - 4678
June 8 - 33, 145 968, 865 44, #iti7, 713 28, 502 37, 568, 219 549 2,300
June 15 . 3, 796 GO, 974 42, 314, 483 25, A7h 34, 0L, 029 52| = 2 153
June 22 34, 424 1, D44, 376 48,416, 618 8, 590 309, 383 38, 050, 707 K 3,176
June 2% oo - 20, 509 852,420 39, 71, 278 22,759 fidd, 572 26, 402, 493 78 2,932

1 Short sules which are exemapt from restriction by the Commission’s and exchange’s p. 232 and ““selectod statistics on seeurities and on exchango markets,”” table 606, Btolisties
rules are not inctuded in these data, . for the period July 5, 1941 to June 24, 1944 may be obtaines] from the Trading and Exchange

R . Drivision of the Commissin 11pun regest.
Nore.—For earlier data sce the Elevenib Annual Report of the Commission, p. A-20; i ; !

Seventh Annual Report, p. 300; Sixth Annual Report, p. 287; Filth Annual Report,
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TasLE 10-A—Round-lol stock iransactions for nonmembers’ margin accounis on the

New York Stock Exchange, by ﬁeeks,

Dec. 7, 1948-~Mar.

1046%
. [Rhares]
Nonmembers' margin Nenmembers” margin Nonmembers' margin Nonmembers' margin
accounts ) aceounts aceounts accounts
Week ended Week ended | Week ended Week onded
Purchases SBales FParchages Sales Turchases Sales _ Purchases Bales
1942 1943 -
Dee 12 . ... 1,020,820 781,350 (| July M. ... 1,962, 280 1,785, 780 1,622, 280 1, 492, 790 1,377, 840 1,363, 100
. Z| 1,453,230 1,204, 00 || July 31.. . 3. 314, 520 3, 8683, 40 2 751, 510 2, 366, 130 1, 391. 790 1,426, 530
Dec. 6. .o ... 1,127, 750 585, 430 | 1,788,000 2,218, 210 4, 280, 830 2, Th5, 0N 1, 721, 980 , 862, 340
. o 1,014, 9650 1,023, 57 2, 980, 820 2,733,870 1, 272, 760 1, 278, 000
1943 - 050, 7L 1, 1,018,190 1. 907,020 2,023, 110 2,180, 510 2,004, 550
. 918, 550 1,033, 050 1, 214, 920 1. 137, 420 3, 851, 350 3, 221, 840
____________ 1, 748, 546 1,511,000 . 920, 550 420 204, 560 1, 259, 000 3, 8GO0, 730 3, 532,470
_| 1,309,A/00 1, 2746, 130 .| 277400 1 l2| 190 l HQ 120 1, 707, 230 2,085, 250 2,785, 410
o) 1,540,730 1, 500, 30 .| t,4R3, 550 1,232, 320 1,182,970 3,011, (lll} 2,887,470
b 1,424, 830 1,430, 800 - ], 566. h0 1, 395, 180 1,003, 410
o 2,162,080 2,051,000 | 1,083,320 1, 0%, 580 1, 168, 440
-1 1,980,676 1. 913,420 - 1,170,320 1, 202, 550 1,303, 410
2,142, 040 1,951, 540 _ 843, A60 804, 730 1, 470, 480
Jbo2,642,750 | 2,434,010 B 1, 102, 480 1, 548, G50 3,361,020 | 3,402,780
ol 3,134,430 2,786, 8707 - 1337, 700 2, 2085, 400 5, 540, K70 5,009, 440
4,177,040 3, 697, 340 . 1, Ai8, 750 4, 570, G 4,403, 280 4,327,710
.1 3,470,800 3, 009, 470 - 3, 030, 850 3,292,180 3, 113, 701} 2, 955, 870
.| 2,534,080 2, 466, 40 - 1, 542, 560 3, 016, 660 3,913, 140 3,481, 440
- 8,575,900 2,999, 420 . ~ 994, 400 3,075,916 3,742, 240 3,500, 1
_| 4,543, 47 £, 020,950 - I, 388, 400 2,901, 920 3, 799, 460 3,390,950
.| 5,705, 145 5, 448, 320 . 1,773, 260 3, 436, 400 3,202, 430 3,147,320
St 2,952,000 2,736,010 B 1, 459, 980 L, 568, 870 - 4, 083, 970 3,708, 250
-l 2,087,010 1,685,070 |} Dee. 265 ... . 1,058, BAb 1, 6499, 130 3,324, 560 4,088, 400
. 2 QA8, 990 2,359, 570 2, 233, 780 1,744, 0G0 1,804, 370
-1 6,103,370 4, 757, 800 1,627,790 1, 796, 220 2,129,
.| 4,058,870 3, 547,820 - 1, 451, 870 1, 474, 660 1,451, 420
_| 2. 508,010 Z, 003, 120 B, 783, 800 1, A33, 410 1. 111,100 1,151, 180 1,278,
- 2,643,270 2, 166,710 B, 751, 186 1, 5716, 520 1, 949, 320 1,912, 630 1,793, 050
. 2,604,070 2, 000, 850 I, 864, 960 1, 764, 040 1, 418, 440 3, 730, 620 3, 501, 830
| 2,197,150 1,922, 640 L, 724, 200 1, 75, 250 L, 049, 030 3,438,270 3, 402, 670
.| 1,937, 850G 1,491, 120 1,358, 180 1,402,010 1, 208, 060 3, 212,010 3,111,850
S 1,048, 62 1,680, 850 1, 624, 850 1, 578, 410 1. 384 660 1, (84, G20 3, 184, 380 3, 081, 100
- 2,279,530 2,420, 1)0 1, 386, 351 1, 274, 690 1,144, 710 1, M27, /%0 2, 603, 560 2,448, 740
4 L7100, 210 , 472,630 1,767, 160 1, 628, ¢80 1. 609, 430 L. 513, (60 2, 439, 820 2,443, 870
Zl 2,972,510 2 524, 510 1, 595, 370 1, 458, 690 1, 597, 460 1,777,650 2,939, 180 2, 605,500

~
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TawLe 10-A —Round-lot stock transactions for nommembers' margin accounts on the New York Stock Exchange, by-wecr’cs, Dee. 7, 1942-Mar.
9, 1946*—Caontinued

[Shares]
Nonmemnbers' margin Noomemhers' margin Noomembers' margin Nonmenibers' margin
aceounts aecounts aceounts -acoounts
Week ended | __ I Weekended | _ - _ || “Week ended - . Week ended .
Purchases Sales { Purchases Bales Purchases Sales Purchases Sales
1845
Jube 9 ., .. 3, 201,430 3,108, 950 647, 510 G, 010 1, 333, 280 1,431, 450 1,239, 360
JTune 16 4, USB, 240 3, 644,270 1, 248, 670 1,401, 020 2,257, 240 2,180, 450 2,878, 570
Junc 23 4, 578, 610 4,080, 350 1, 300, 3580 1, 243, B0~ 2, 168, 370 2,034, 560 3, 574, 240
June 30 4,802, 830 4, 625, 140 1, 168, Y60 1, 162, 930 2,305,710 2,114, 200 1, 106, 290
July 7. . 1, 332, 056 1, 341, §30 1, 375, 360 1,673, 920 1,914, 840 1, 882, 370 1,373, 8GO
July 14_.. 1, 8%4, 11¢ 1,418, 140 1, 599, 440 1, 60, 390 2, 549, 330 2,238 8% 766, 160
July 21 1, 319, 39¢G 1, 898§, 270 1, fi08, 460 1,477, 840 3, 255, 320 2,165, 500 . 545, 310
July 25 1, 052, 020 1, 178,730 2,069, 780 2, i01, 350 2, QUS, V30 1,940,730 || Feh. 23 28, 750 32, 370
Aug, 4. 86, 470 856, 400 1, 434, 990 1, o4, 200 1, 607, 980 1, 585,270 || Mar, 2 33, 850 669, 110
Aay. il 1, 170G, 800 1, 237, 090 1, 940, 910 2, 150, 830 1, 082, 700 1,608,860 || Mar, 9., 19, 250 3435, T00
|

*Nenmeimbers’ round-lot purchases and sales in margin aeeounis were first reported
by New York Stoek Exchange frms for the week ended Dee. 12, 1042, Theso reports
were discontinned, at least temporarily, on bar. 9, 1246,

The term “round lot™ ineludes both 100-share and 10-share unit stocks. Included in,
the data are '‘cash,’” “‘when issued,” and “‘seiler’s’ contracts and sales of round lois
made pursuant to special offerings,  Excluded are all transactions in listed stocks exe-
cuted pver the counter or on other securitivs cxchanges, as well ay all trausactiens in
bunds, eommodities, rights, and warrangs. Transactions were rcporied as of trade
dates, net blotter or delivery dates.

Certain qualifications regarding the compleieness and sceuracy of the data sheuld be
noted:, The reporting Grins in designating accounts as '‘cash'’ or “margin® did not in all

cases apres a3 to the application of these terms. A check of a numbet of member firms
revealed that in eertain instanees firms eonsidered ns cash accounts normal margin ac-
counts whick temporarily had free credit bazlances, Some accounts were reported as
margin accounts merely because “loah agreements’’ had been signed by Lhe customers,
although all subseguent {ransactions were fully paid, A few eascs were found in which
stock had heen bought “on margin,' paid for, and sold as & cash item, It was also noted
that some margin accounts had been transferced to loan depsartments of banks so that
items bought *on margin’' through a broker were later sold by the bank as “cash™
transactions,

In spite of these limitations, howaver, this table is Included smee it presents the only
data availeble on purchases and sales by margin aceeunts during the peried-covered.

IHO0dTY TVOANNY HLITIML
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TABLE 11.—Ruasic forms used by issuers in vegistering securities on national
securitics exchanges and, for each form, the number of securities registered
and issucrs involved a8 of Junc 30, 1945, and June 3, 1946

. As of June 30,

Form Dawseription

Securities | lssuers
reglsterad | invalved

7 | Provisiunal spplieation where no other form is
praseribad
10 | General corporations
Il | Unineorporaled issuers. .
12 | Carriers making reports to the Interstate Com-
raaren L,()]Ilﬂll':‘illﬂl ll.]ld [,[)ﬂ]lﬂl”ll()ﬁ[l(]l’l LTI
tanivs making reporls to the Federal Communi-
cations Commission. ... .. .. __________ 552
12-A | Carriers in reeeivership or bankeuptey Inaking
reports to the Intersiate Commerge Commission
and communleation companies in receivership
ar hankriptey mnking reports to the Federal

Communications Commission. . __.______.____. 81t
13 | InSurance companies other than life amd title .

insuranee companies .. 10
1+ | Centificates of deposit issued hy a committee. 3
15 | Incorporated investment companies - 75
15 { Vaoting trost eertifieates_ . 21
17 | Unuuesrporated inv esiment. unnp'uues ___________ ]
18 | Foreipn povernoments and palitical subdivigions Y

thereof . .. . . . ____ 2573
19 | American cerlificates issued against forcign certil-

© 21| Bondsaf l'nrmgn prl\"af.e issuers

22 | Issuers reorgauized in inselvency proceedings or
thelr sReeessOTs. ool oo i e e a0
23 | Suecessor issuers other than these suceeeding in-
splvent issners
24 | Bank holding companices. ..

Totals

________________________________________________ 3. 675 12,189

5 As ol June 30, L1646
SBecurities | Issunrs
registered | involvod

) h

1. b3b 2,504 1, 650

13 2 13
168 & 140
17 a7 15
10 w' 1y
20 bl 15
47 7l 45
18 14 17
& T 5
82 248 81
T 9 8
1 1 1
40 1 46
i) 82 ot
M
4 g9 58
4 5 . a
3, 92 22,1483

! inehndes twao jssuers haviog seeniritws regmstered on twa basie forms and one issuer having securities
registered on three basie forms,  Net number of lssuers having securities registered is Lherefore 2,185,

* Includes three dssiers having securities registered on twe hasie forms and ons

ssier having secarithes

registered on three basic forms.  Net number of isstiers having secirities registered is therefore 2,185,

1
Tanne 12.-—Classification by industries of issuers having securities registered on
national securities exchanges as of June 30, 1945, and June 30, 1946

Number of issuers

Industry As of June 30,| Asof June 3,
) . 1345 146

Agriculbure. oo ... - 7

Reverages (breweries, distilleries, ete,). 44 R
Building and reluted compunies (ncluding Jumber, baildl

construction) 82. 2
Chemiecals and allied produets. 81 81
Finunecial and investment companies {investment rusts fire insurance, ebe,). 126 124
Food and related prodieta. 105 167
Foreign governments and political subdivisions 30 ™
Foreign private 1ssuars other than Canadian and Clban. - 5T 54
Iron and steel {exclizding machinery) ... ... 63 bl
Machinery and tools (rxcluding transportation equipment) . 167 {,73
Alerchandising {ehain stores, department stares, cle) ... 157 A1
Mining, conl_.______ 24 2
Mining, other than coai. . 218 222
Misceliapeaus manafacturing, 683 0
Oiland gaswells._ ... 53 51
Oil refining and distribuling. 39 a7
Toper and | paper produets. .. 37 37
Printing, publisking, snd allied mdustrles 20 20
Realestate. . .. __ 22 19
Ruahber gnd lealher products (11!‘95, shoes, ete.) .ol L. . . a2 32
Services {ircluding advertising, amusemnénts, hetels, rests 42 41
Textiles and related produets e ieaaee (1 [i}]
Tobaccoe producls_ .. _____ 18 13
Transportation and communica g 276 245
Transportation equipment_____ .. 175 178
Utility holding companies (eleetrie, gas, and waler) .. __ , 4L 34
Utility helding-operating eompanics (elcctru:, gas, and W:].t(‘.l’) 14 14
Utility eperaling (cleetrie, gas, and water) 9 1
B T 2,185 2,188
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.

PABLE 13~—Number end amouwnt of securitics classified wccording io basis for
admission to dealing on all exchanges as of June 80, 1946

' Stocks
Basis for adnnssion to dealing Celamn I1? Colurnn IT 2
' Number of . Number of
Issues shares Issnes shares

Repistered. oo S —— 2,552 | 2,440,707, 213 2,552 1 3, 40,707, 213
Tempnrarily exempted frem replstration. _______.___ 135 17, 148, 542 236 17,148, 542
Admitted to ynlisted trading privileges on registered .

exchanges 965 | 1,738, 593, 455 ] 374, 507, 021
Listed on exempted exchanges ... 135 100, 922. 924 87 28, 036, 650
Admnitted to unlisted trading privileges on exempted -

exchanges_ . A e ———— 42 ), G419, 454 311 5, 632, 140

Totul stoek issues and number of shares ad-
mitted to dealing on all exchanges .. o |-oo..- RN 3,108 | 2,866, 111, 596
1Y -_—
Bonds
. Principal Principal
Issues wtmount Issies amount
'a

Registereq - 11,033 |$17, 800, 893. 052 41,043 |$17, 800, 893, 052
Temporarily exempted frum reglatrat 221 274, 628, 447 121 274, G234, 44T
Admnicted to unlisted trading privileges on registered '

exchanges - JR 132 | 1,583,921, 521 116 |, 1,155,004, 72L
T.sted on exempted exchanges. e T 21, 447, 600 7 21, 447,000
Admitled to unlisted srading privileges on sxempted .

exchanges._.._____.__...._.._______-___r__' ,,,,,,,,,,, 1 140, 600 1 140, 00

Total bond issues and principal amonnt ad- i
ruitted to dealing on all exchanges. .| |iaeas 1,178 | 19, 253, 013, 220

t The purpose of eol, I is ta show the nuniber and amount of securities admitted Lo deaiing under the vari-
ous bases for admission of securities to dealing un exchanges under the act,  Each security is contited ones
under each basis for 128 4dmission to dealing,  For example, if a secnriby is registered on ¢ne or more Lhan sne
exchange and also uniisied on one or more than one exchange, such seeurity is counted once under “regis-
tered™ and ence under “admiticd Lo unlisted trading privileges on registefed exchacges.”” This column
is nat tolaled becsuse of such duplications, :

2 The purpose of ¢ol, 11 1s to show the unduplicated total of all secorities admitted to desling ¢n &l ex-
chanpes. Hachsecurity is counted only ance,and the eliminution of duplications coatained in cel. I is made
in col. L1 in the order in which the various bases for admission to deshnog is given. For axample, of the
953 stock issues shown in col. T as unlisted on registered oxchanges, 50 are also registored, leaving the 398
shown in col. I1: of the 125 stock issnes shiown (o col. I as listed on exempted exchabges, 49 are registered aud
9 are unlisted, leaving the 87 shown jn col. 11; and of the 42 stock 1ssues shown 10 col. I 88 unlisied oo ex-
empted oxchanges, 5 are also registered and 1{s also unlisted oo a registered exchange, leaviog the 36 shown
in col. I, Of the 132 hond issites shown in col. I as unlisted on registered exchangos, 16 are also registered,
leaving the 116 shown in eol. I1. .

3 Includes certamn securities resulting [rom modifications of previcusly listed securities, sceurities of
certein hanks, and securities of certain issuers in bankruptey. These securities bave heen exempted [rom
registration upnh specified terms and cenditions and for stated periods pursaant to rules and regulations
of the Commission under the act.

4 Includes eight bond issues in poundsg sterling in the amount of £28,202,609. This amouny has been ex-
eluded from the principal amount i dollars shown.above,
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TapLe 14

ParRT 1—NUMBER AND AMOUNT OF SECURITIES CLASSIFIED ACCORDING TO THE
NUMBER OF REGISTERED EXCHANGES ON WHICH EACH ISSUE APPEARS AS OF

JUNE 30, 1946

SECURITIES AND EXCHANGE COMMISSION

Stocks Bonds
Issues Shares Tssues Priocipal
: amount
1. Registered on 2 or more exchanges and unlisted
an 20r mere exehanges. oo oo oo_i..._. 91 496, 106, 513 | * i} 0
2. Registerechon 2 or mors exchanges ahd unhsted
on 1 exchaoge 70 101, 602, 186 1 %65, 2587, 500
3. Registered on 2 or more atcbangeq [ 355 233, 006, 465 69 2,025,776, 00
4. Registered on 1 exchange and unlisted oo 2 ar .
more exchanges. . _______ - 154 538, 204, 485 0 0
&. Registered on 1 exchanga and unlisted
changa_.___. - 254 227,903, 450 15 35" 729,300
6. Registered on 1 e . 1, 628 843, 704, 314 048 | 15,347, 009, 452
7. Unlisted oo 2 or more ewﬂmuges._ N 13 34, 725, 76T 1] [4]
& Unlistedd on 1 exchange.____________ - 383 339, 871, 254 116 1, 155 904, 721
9. Temporarily exempted on 1 exchange_ _ 33 15, 606, 901 17 211,779,197
10. Temporarily exemptied on 2exchanges ... ____ 2 1, 541, 641 4 62, 856, 250
2, 983 2,832, 452,776 L1 19, 231, 425. 220

¢

PArT2—REQGISTERED ISSUES CLASSIFIED ACCORDING TO WHETHER OR NOT THEY
ARE ALSO ADMITTED TO UNLISTED TRADING ON OTHER REGISTERED EX-

CHANGES AS CF JUNE 30, 1946

Slogks Bonds
lssues Shares Issues Principal
o ’ amount
N \
Registered onty (part 2, lines Sand 6)._ ... .. ... 1,883 { 1,076, T10, 779 1.017 | $17,372, 8§76, 252
Registered aud ailnutted Lo unlisted trading (part. .
1, Ynes 1,2, 4, 8y . ... ... P, H60 1, 363, 996, 434 14 428, 016, 800
Al reglslemd issues on registered exchanges. .. ... 20552 | 440,707, 213 1,033 | 17,500,893, 052
Proportion of registersd issues alse adnutted o gyn-

listed trading—in percent ... .. . ____.._._.. 2.3 | 55.9 1.5 2.4

PART 3.

~—UNLISTED ISSUES ON REGQIETERED EXCHANGES CLASSIFIED ACCORDING

TO WHETHER OR NOT THEY ARE ALSO REGISTERED ON OTHER RECGISTERED

ETCHANGFS AB OF JUNE 30, 1046

\

HYtocks

Bonds

_— Pringipal
. Issues Shares [ssues amount
Unlisted only (part 1, lines7and 8y_____________... 496 374, 597, 021 11§ 1,155,904, 721
Unlistesdd and registered (part 1, lines 1, 2,4, 5)_ 69 |1, 363, 096, 434 15 428, 01/, 300
All unlisted issues oo registered exchanges ... __ 865 | 1, 738, 503, 455 132 1, 583, 921, 671
Froportion of unlisted issues which are also regis-
tercd—In percent. .o oo P 5%.0 8.3 12.1 3.0

PagT 4.—ALL ISSUES CLASSIFIED ACCORDING TO WHETHER THEY ARE AVAILABLE
.FOR TRADING ON SINGLE OR SEVERAL REGISTERED EXCHANGES A8 OF JUNE 30,

1946
Stocks . Bonds
Principal
Issues Shares Issues amaunt
Available for trading on single exchanges (part i, * N
lines 6, 8, 9) . oo ieas 2,044 1,195, 182, 469 1,083 16, 714, 776, 370
Avallable on more ihan one exchange (part 1, all !
lll:les bt s, &9 .. 938 1, 633, 270. 307 ar 2, 5186, 649, B50
All issues on reglstered exchanges 2,983 | 2 832,452, 176 1,170 | 18,231, 426, 220
Proportion availabie for trading on mere than one
exchange—in percent. .o oo oo oL L5 5.7 7.4 13.1
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TaBLE 15.—Number of {ssuers having securities admiifed fo dealing on all ex-
changes as of June 30, 1946, classified according 1o the buasis for adimnission of
their securities to dealing

. - Column I! | Column II®
Basis of admission of securities to dealing Nuomber of | Number of
issuers {zsuers
Registered 2, 188 2, 188
Temporarily exempted {rom registration.__. - 45 25
Admitted to uniisted trading privileges on registered exchanges. . G085 254
Listed op exempted exehanges oo oo oiooaol.. .- 11% 74
Admitted to unlisted trading privileges on cxempted exchanges ... 40 25
Totsl number of issuets having securlties admitted to dealing on all
F TN o] Ut SSRGS SR RS SRy 2,678

1 The purpese vf column I is to show the number of issuers haviug/sucurities admitted to dealing under
the various hases for the admission of securilies to dealing under the Act. Eachissueriscounted onceunder
each basis for admission of its securities to dealing, For example, at issner kaving securities registered on
ane or More exchanges and also admitted to unlisted trading privileges ou one or more exchanges is vounted
onee under “registered” and once under “admitted to unlisted trading privileges on registered exchanges.”
“I'his column is not toialed becanse of such duplications.

3 Tha purpose of coluwn I1 is to show the unduplicated total number of issuers iavicg securities adinjited
to denling on all exchanges. Ibach issuer is counted enly once, and the eliminations of the duplicationg in
column I is made in the order in which the varigus Dases for adinission of securtties to dealing is piven.  For
example, of the 48 issuers shown in eolumn I as having securities tem porarily exempted (rom registration 20
also have securities registered, lepviong the 25 shown in celumn II; of tho %08 issuers shown in colummn | as
having securities sdmitted to unlisted irading privileges on registered evchanges 532 alsc have securities
rapistered and 2aisc have securities tempararily vxempted from registration, leaving the 354 shown in enlnmn
1I; of the 116 issuers shown in eolumn ] as having securitios listed on exemnpled exchanges 33 also bave securi-
tiesregistered and 8also have seeuritiesadimeted to unlisted &rading privileges on registered exchanges, leaving the
74 shown in eolumn IL; and of the 40 issuers shown in volutun I as haviug securities admiited to unlisted
trading privileges oo exempted exchanges 4 8lso have securities registered and 1 alse has securnifies admitted
to unlisied trading privileges on n registered exchange, leaving the 35 shown in column IT,

TABLE 16 —Number of ieswers having stocks only, bonds only,' and both stock and
bonds, admitted to dealing on all ezchanges as of June 30, 1946 '

- N Number of Percent of
Classification issuers total issuers
1. Tssuers having only siocks admitted to Lrading on exchanges 2,116 .1
2. Issuers having only bonds admlitied to trading ou exehangres 314 11.8
3. Issucrs having both stoeks and bonds admitted to Lrading on exchanges... 244 | - 9.1
TLOEA] ESSUBES .« oo oo ee e e e e e e g mmmnn 2,675 100.0
4, Tssuers having stocks admitted to trading on exchanges (classification 1
a3 L O gy cmea 2, 360 88,2
5. Tssuers baving bonds admitied to trading on exchanges (elussification 2 N
T o s 560 20.9
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TABLE 17— Number of issuers and securilies, basis for admission of securities
to dealing, and the peorcentage of stocks and bonds, for cach cxchange, dd-.
mitted lo dealing on one or more viher epchanges as of June 30, 1846

dk o=
Stoeks =34 Bonds N
- E s |- X
by m & 2w FEuw
o o =) = =
Nome of exchange 2 2 =] E 1 . = g;:
a g R |X | U |[XLXU 5 _ZR|X|VU | XLRU S
£ 3 ERERE ERESE
=] > o (T~ c | DT
E &= = = =]
Boston.______.. -
Chicago Board of Trade
Chicngo  Siock  Ex-
chenge__.
Cincinnati.
Cleveland. .

Honolala 1___
Los Aneeles__
Minneapolis-5t.
New Orleans. ..
New York Curh

. D
New York Stoc (L2 &
Phnladelphia. - a
Fittsburgh._ e L2
Richmond t - . D)
At Louis..- I 3
Salt Lake. . G4 LS.
San Frauciseo Mimng..| 42 .3
San Francisco Stock. .| 271
Spokanc 31
Washinglop, D.C_.___| 43 |-

....... 19

! Exempted from registration as a national securitiss cxchange.

R-registered: K-lemporarily exempted from registration; U-admitted Lo unlisted tredmg privileges on
a registered exchanpge; X L-listed ou an exvinpled exehange; and XU-adnmutted to uubsted tading privis
Ieges on an ¢xemnpied exchange,
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TARLE 18.—Nwuniber of dsswes admitted to unlisted trading pursuunt to Clouses
2 and 3 af Section 12 (FYy of the Sceurities Fxchange Act of 1934 and volume
of transgetions therein?

[$tock volumes in shares: bond volames in dn\llars of principal ameunt]

N f issues Peroent of
Number o - total 1945 | AgEromate
Volume valime on volume
reported ench reported for
, . Admit- *| Remain- fcil‘ ﬂ'{t‘ exchange in | 10 L_-a‘lenl:lar
ted ing faenial | stocksand | voars
total | g-307ap | YOAF 1B Thongs 1937 145
respeetively | nelnsive
Stocks pursuant to Clause 2:
Boston Stock Exchangoe_ 1 257 340, 095 7.5 2,413, 262
Chicagg Stock Exchange .. . . 35 37 | 1,683, 6564 13.6 5, 585, 273
Cincinnati Stock Exchange.. 9 ‘ 73,679 2.7 488, 318
Clevelund Stock Exchaoge. - 18,7 -H8, 608
Tretroit Stock Exchange. ... " 43 mn. 6 1,976,739
T.a8 Apgeles Stock Exchango. 40 5.4 2 358, 156
New Yprk Curb Exchange__ A 0.8 2,9:6, 525
Philadelphia Stock Exchange 87 20 1, 259, 455
Pittaburgh Stock Exchange. - 50 5.7 a5y, 712
5t Louis Stock Exchange_. 1 0.0 0
Salt Lake Stock Exchange.__ 1 1, O 95, 608
San Franeiseo Stock Exchange 20 6.4 1,361, 330
Wheeliog Stock Exchanpe.._.7__._ [i] i3 14, 83
Total. .. oo 2107 386 | 6,153,438 | ... I 19,541, 1168
Sipeks nur‘iuant 1o Clause 3:
Chicago Stock Exchange. . ._.......... 1 1 ¢} D.0 0
New York Curb Exchange. .. _.___. 7 7 5,740 0. 06 415, 804
Total stocks oo o ocoae oo 415 €304 G248 LTS8 | 20, 257, 221
Bonds pursuant to Clause 2: .
New York Curb Exchange. __ 3 1 916,000 | a 05 $11, 370, 000
San Franeciseo Sintk Exchango. 1 1| 1,334,500 98k 1, 429, 500
Bonds pursuani to Clause 3:
New Yore Curb Exchauge. ... ... 41 20 | 7,217,000 4.3 108, 053, 000
Totalbonds. ... eo. .. 1245 22| $8,487,500 1o ... _.. $120, 8§52, 500

1 For enaclment of Cluases 2 and 3 and procedure thercunder, see Tenth Annual Repert under “Unlisted
Trading Privileges on Securities Exchanges.” For volumes reported in cach of the years 1037 throngh 1944,
see Eleventh Aanual Reporl Appendix Table 18,

2 Only add-lot trading is peroatted In 6 of these issues. Lo

3 (ly add-tor trading is permitted [n 1 of these 1s5ucs.

4 OnlY odd-lot trading I3 permitied in 3 of Lthese issues.

5 Qnly odd-lot trading is permitied in these 4 issues.

& 8an Francisco Stock Exchange ﬁgurov. include San Francisco Curb Exchange figures prior to the 1038
meTger.

7 Wheeling Stock Excharpe is an exempted cxchange. All other exchanges shown are registered cxchanges.

g Twenty-one of these issues had heen remeoved to June 30, 1945; the 21 jssues accounted for 176,293 shares
of the total reported trading volume.,

¥ This figure includes duplications arisiag from admission of various issues to unlisted trading on more
thar one exehange. ‘T'he net number of issues admitted as of June 30, 1946 was 223 pursuant to Clauso 2 und
7 parsuant to Cinuse 3.

0 Twenty-three of these issues had been removed to June 30, 1946, princlpally on aceonnt of redemptions:
the 21 issues accounted for 544,527,000 of the tolal $120,352,500 principal amount of trading shown in the table.
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TaBLE 10.—Reorgunization cases instituied under Chapter X-and RBection 778 in
which the Commission filed a notice of appearance and in which the Com-
misston actively participeted during the fiseal year ended June 30, 1946

ParT 1.—DISTRIBUTION OF DEBTORS BY TYPE OF INDUSTRY

Number of debtors, Total assets ‘Total indebtedness
Industry !
. Subsidi- | Amount | Percent | Amount | Percent
! , FPrincipal| ¥V (thonsands | of grand { (thousands | of grand
B 8IY | Gt dollars) | totsl | of dollars) | total
1
Ageienlture. ... . ... 1 |oeea 180 |- 184 m

Mining and sther extractive. ... ... 7 5 128,824 6.5 89,813 6.8
Mapufacturing. ... ___._____._____ k2 27,112 1.4 18, 346 1.4
Financial and Investment ______.____. T 2 101, 013 8.1 59, 4681 4.5
Merchandising... | N 2,106 -1 1,202 1
ERenl estate 52 2 257, 810 134 263, 670 . 1
Constractlen and allied I R 9, 108 L& 4, TH -4
Transportation and communication... 11 7 351, 8§54 19.3 330, 574 25.9
ervice . .- [ P 25,623 1.3 13, 529 1.0
Utillties: llght, gower, and gag__..____ 1E 721,043,220 528 522, 336 39.8
Grand total ... _.___. 104 i 1,975, 860 100 0 1,313,321 100.9

Panrt 2.—DISTRIBUTION OF DEBTORS BY

AMOUNT OF INDEBRTEDNESSR

Number of debtors Total indebtedness
N -
Range of indebtedness (dollars)

. Princi- | Subsid- (t_‘?lgl':f_,‘;g}is Pereent of
. pal ary of @ollars) grand tolal

Less than 100,000 _ ... _._ 4 2 263 m
100,000-248,999________ 7 | 1,890 0.2
250,000~ 060 ... 3 4 4, 562 .4
B50O,000-999,059. .. ____. 11 6 12, 586 1.0
1,006,000-1,090.000 19 1 27,480 21
2,000,000-2,994,900___ H 2 2, 405 L7
#,000,000-4,399,00%0____ s T 79,747 6.1
5,000,000-9,499.950___ b I PR 71, U84 o4
10.000,006-24, 909,994 ___ 13 1 218, 732 16.5
25,000,000-19,990,904 . __ __ 2 1 10, 307 T
Qver 50,000,060 4 2 3774, 045 58 4
Greand total. oo eies 104 23 1,314,321 100 0

1 Less than 0.05 pereent.

? Approximately $5800,000,000 assets and $400,000,000 of liabillties were accounted for by Associsted Gas &
Eleetric Cn, and its subsidiury, Assoewnted Gas & Eleetric Corp.
) .



. TasLe 20

FarT I-ELECTRICQ UTILITY PROPERTIES DIVESTED BY REGISTERED HOLDING COMTANIES, JULY 1, 1945-JUNE 30, 1946

Sysiem
Company

Totul assets

Drctails of divestment

American Qag & Electric Co.:
Serunton Elecirie Co., Theoo oo

Ameriean Power & Light Co.:
Central Arizona Light & Power Co__

New Mexico Electric Service Co., .

American Utilities Service Corp.:
Minnesota Utilitles Co oo oo_.

Wisconsin Seuthern Gas Co_. ..o

Cilies Servies Co.:
&t. Joseph Light & Power Co______

Sheridan County Electric Co_ ...
Triniduwd  Flectrie Tr:msmissinn,
Railway & Gas Co., The.
Tueson Qag, Electric nght & Pawer
Cn., The.
Colymbia Gas & Electrie Corp.:
Dayton Power & Lipht Clo,, The____

Creseent Tublio Service Co.:
Colorado Central Power Co...__.

Central Ohio Light & Power Ca. ___

Eleciric Power & Light Co.:
Utah Power & Light Co_____.____.

Engineers Public Service Co.;
Western Public Service Co., The.._.

See footnotes at end of table.

-

£33, 704, 811

19,501, 000
1,814, 000

1,001,006
31,088, 406
15,856,000

1,817,000
o5, 177,954
10, 530, 678
77,331, 630
43,261,111

18,827, 007

91,101, 000

Sale of common stack to Bellon Securities Corp, for
public distnibution,

Sale of common stork lo The First Boston Corp, far
prublic distribution,

Sale of investmens ta M. Y. Marray, Ir. of Jobhs, N.
Mex,

Sale of eleetrie and ateam heating properties 10
Northern States Power Go., (Minn.),

ale of investment to 0, K. L: |rley and R, M. Hay-
don of Madison Wis.

Sag of cummion stock to Continental Gas & Electrie

arp.

Sale of comimaon stock to Gerald I.. Sehlessman. ...

Sutle of common stock te J. G, White & Co., Inc. sub-
jeet to dispasition within 1 year.

Sale of common stock to Blyth & Co. for public dis-
tribution.

Sale of commien stock to Biyth & Co., Inc. for public
distribution.

Sale of common stock te First Boston Corp. and
Dean Witter & Co. for pubtic distribution.

Distribation of gommon stock to sommon stock-
holders of Cresceant Fublic Service Co. in parl;ml
liquidating dividend.

Exchange of new comnoen stock of Utah Dower &
Light Ca. for publiely held preferred stock, under
arecrganization piag-which did not provide for the
participation by Electrie Power & Light Ce. ex-
crpl to Teecive §650,000 in cash,

Bale of common stock to ive individuals _

Caonsidera-

Lion if sald Date
#25, 881, 266 | May 11910
10,432,800 | Nov, & 1945
1,206, 00 | Nawv, 15, 15
£25,000 | Ocl. 18, 1945
410,000 | Dee. 15,1943
2,200,000 | Fuly 1S, 1945
/41,015 | Sept. 17, 1945
TO0,000 | Dec. 26,1945
5, 558,070 | JTune 6, 1040
51,467,670 | June 7, 1945
1,418,769 | Feb, 25 1946
o June 1916
,,,,,,,,,,,, Jan, 16 1940
843,000 | Feb, 18 1046

Caomments

Nolahger snbject to theaet. .

Property sold continues sub-
_jeet 1o the aef.

Nolunger sgbject to theast . __
Continnes subject to the set_.

Na lc]mgcr <uhject totheact. .

Continnes subject 1o 1he act. .

Wo longer subjeet to the act. .

Snuree ol
informa-
tion?

Retouse

No
6545, G600

G170, G104
G219

6143
6209
5043
A3
G2
51554, 63
45605, 6633
"B437, 6465

6378, 6386

5212

G420

f
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~ PART ].—ELECTRIQ UTILITY PROPERTIES DIVESTED BY REGISTERED HOLDING COMPANIE

TarLr 20—Continued

8 TULY 1, 45-TUNE 30, 1946—Contioued

Sysiem
Company

General Puhblic Utilitics Corp. jrormcrl)
Assorinted (Qas & Elee. Co.)
Arizona General Utilitics CO ,,,,,,,,

Florida Power Corpo.. ...

Middle West Corp.:
Noarthwestern Publie Scrviee Co.. ..

National Power & Light Co.:

Edison IMMuminating.Co. .

New England Ges and Electric Associa-
tion:

International Power Go__ ., ...

Bt. Croix Electric Co__

Weslern Haneoek Elegiric Co-.._. ..

North Ameriean Co.:

Paciflc Gas & Eleetric Ca., The. . __

Nerth Continent Utilltdes Corp.:
Elk River Power & Light Co_.____.

Great Northern Utilities Coo...__._.

New Mexion Public Servlee Co.. ...

‘Total assels
of divestid
snhaidiary 1

$670, w9

47, 065, 000

14, S04, 1482

894, 383, 000

347,
2, 047, 228

004

Dietnils of divesirent

Sale of investwent to Gmham County Elecirle
Cooperative, Ine., and the Towns of Safford and
Thatcher, Ariz.

Sale of 395,383 shares of common stock {39.64 percent
of toinl outstanding) to Kidder, Peabody & Co.
after distribution of 400,759 shares (46.08 percent)
te public holders of Genersl Gas & Fleetric Corp.
common stock ¢lass A aud B.

Bale of comwion stock to BearfFEtearns & Co.—oot
for rezale,

Sale of capital stock (o Metropolitun Edison Co.._.

Zale of Investment to Roberl Hawkins & Co_o ...
Sale of all property te a nonallilinicd company._. ...

Sale of 700,000 shaves of comnmon stock (11.18 percent
of total outstanding) to Dillon, Read-& Co., Inc.
for public distribution.

Sale of all physical properties to the village of Rk
River.

Sale of eleglric properties in Tacle Co., Montana to

~ Marias River Electric Cooperatlve, Inc.

Sale of Fleetrie praperties in Toale and (acier Cos.,
Montana te Glacier County Eleetric Coo])trauve,
Ine.

"~ulc of properlics in the {ewn ol ¥ urmmgton to the

qf\lc or pmpﬂrtles bryond the town of Farmmgtnn to
Dasin Light and Power Ce.

Rule of eleetric generaling plant, distribution system
and real estate in Svearr¢ Co. to the Socarra Elec-

tric Conperative, Ine.

Crnsidera-

Cominents

1ion if s01d Dafn
!
$410,000 | May 9,184 | Na longer subject to the act. ..
-
fi. 445,000 | Oct. 23,1945 |..___ Ao el
2,400,000 | Mar, 28,1946 .. oo
208,170 | June 19, 146 | Continzous subject to the aet.
160,000 | Feh. 18,1946 | No longer subject to the act. ..
1,705 | Ocet. 31,1945 | Property sold no longer sub-
ject 1o the act.
27,272,700 | Sepi. 17,1945 | No.donger subject to the act. ..
50,000 | Nov, 17,1845 | Properlics sold no Jonger sub-
jeet to the act,
640,830 | June 3, 1946 |_____ doo L
343,430 | June 3, 1946 |_____ Ao il
210,000 | Nov. 7,1945
§0.0UD | Nov. 7,1945 [
100,000 | July 16,1945 [ ... An

-Sonree of

wnforna-
tion 2

Rclease
Na.
6620

8150, 6124

6ald
6091

8417
5183

K

6027, 8073

4190
G667
G667

Gl

B1K)

5033
~

TLT
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United Corp., The:

I
6023, (040

Central Hudson Gas & Eleotrie | 48,335 000 | Sale of 445,738 shares of eommon stack {2072 pereent | 4, 157,175 | Sept. 12,1945 | No longer subjeet te the act .
Corp. of total outstanding) to Kidder, Peabody & Co.
for publle distrbution.
New York Power & Light Corp. oo oocooocnaaos Sale of vlectrie transmission substalinn in town of 200,060 | July 26,1945 | Property sold continues sub- A951
Carmel, N, Y., to New York State Electric & Gas |~ jeet to the act.
Carp. . ..
Delaware Pawer & Light Co_ ... .| 47,254,000 | Exchunge of cornmon stock for preferred stockof The |, July 3,1945 | Continues suibject to the act... 5812
Tnited Corperation.
United Gas Improvement Co__.____| 135,843, 584 | Exchange of U.Q.1. porilolie geetrities for approxi- |_______.__._ April 22,1946 (... oo ... 6474
. rately ooe-thivd ef its commen stock oulstandiveg,
Ugited Light & Railways Ce.: ~
Colimbus & Sentbern OhioElecteicCo, | 72, 549, 757 Sitle of ecommon stock 1o Dillan, Read & Co., Ing., for | 33,115,351 | May 22, 1946 | No lorger subsject Lo the aet.__| 6621, 6652
United I*'oblie Utilities Corp.; public distnibution,
Dakota Fublic Service Coo. .o ... 9,189,000 | 3aleofinvestment to Mantana Dakbta Utilities Co? | 6,521,000 | Oet. 18,1045 ... A0 e eeeaan 6142
IPart 2—0A8 UTILITY I'ROPERTIES DIVESTED BY RECGISTERED HOLDING COMPANIES, IULY I, I45-JUNE 30, 1846
Cities Bervice Co.: 101, 605, 552 | Sale of nll physical properties Lo the city of Knoxville, $458,927 4 Jan, 7, 1946 l Froperties sold no longet sub- 6358
Knoxville Cias Co., The. .. n. ject to the acd.
Crescent Prnblie Service Co.; 414,106 | Sale of investment 1o Empdre Southern Gas Co.__ .1 410,000 | Aar. 18,1045 | Ne longer subject to the act.__ I35
Empire Southern Service Co..._.__.
Electrie Tower & Light Corpe: 3,232,905 { Sale of common stock to Clint Murchisen snd ¥Wm, 1,400,000 { Dec. 6,1045 | .. do_ ol (]
Companin Mexicana de Gas, 8. A__. H. ThafY, Syiulicate. -
Federal Water & Uas Corp.: 4, 189,416 | Sale of investment fo R. M. Sheritt of Chicego, TI1__|j 1,111,835 | Sept. 14,1945 [ __ 0. e G051
Peoples Water & Gas Co......_
General Public Utilities Corp. (Iormerly
Associared Gas & Electric Ce.): -
Florida Power Corp... ... O S Sulee of s_\|l| gas propertics to Savanngh-5t. Augustine 1,155,000 | Dec, 13,1945 | Property sald no longer subfect G292
as Co, to the act.
New York State Eleetric & Qasf..ooo...o..... Sale of gas propertics in towns of Lancaster and 125.000 | Aug. 30, 1945 | Properties sold continuve sub- H025
+ Corp. Alden, N. Y. to [ronquois Gas Corp. juet Lo Lthe act, .
Great Lakes Utilitics Co.: 1,015,000 | Saleof mvestment to Frederick B, Zeuch of Chicage, 660, 100 | Dee. 27.1945 | No longer subject 1o the act. .. R346
Olun Gag, Light & Coke Ceo., The.. . 1.
Hope Enginecring Co.:
Rio Grande Valley Gas Co,_____-__.| 07,150,781 |- Distribution of eoinmon stock lo common stock- o . . _____ Mar, 20046 |- ___cdoo .. G448
- helders of Hope Enginecring Co,
Interpatlonal Utilitles Corp.:
Roekland Ges Co.___.__________.___ 1,258,000 | Sale of common stack to Butcher & Sherrerd for | 732,000 | Aug, 173845 | e 5931, 5091
. publie distribution.
New Enpland Puoblic Serviee Co., ..o o . Sale of eniire gas buginess to Chas, It. Prichurd, Jr,,~ 200, 008 | Supt. 24, 1945 | Property seld no longer subject 6077
FPublic Service Co,of New Hampshfre, to the act.
North American Co., The Uziog Elec- |.oooooooaooo. Sale of certain gas ubility assets of Iowa Union Elec- | 65,000 | Tuly 13,1945 . ... A0l 5035
tric Co. of Missourj. trie Co., a vrmer subsidinry, (vow merged), to |
Keokuck Cias Serviee Co. .
Fenusyivania Gas & Eleotric Corp., 204, 577 | Sale of physical propertios . ..o oo oiooaooon i 50,862 | Tuly 1943 ¢ No longer subjeet 1o 1he st .| 11 30-21-2
Baugeriies Qas Light Co. N
Seuthern Unjon Gas Co__. . |eaiaiaiaaa. Snlo ol OKklahoma gas propmtu.s te Kingflsher Oas 287,000 | July 31,1845 | Property ﬁuld vo longer sub- 5062
- ject to the act.,
Duited Utilities, Inc., Central Gas Utili- | . Snlu of utility plant L‘DHI]JT]::II’IS the Western Oivi- 1,000,000 | Sept. 14,1045, L1 T 2 6045
ties Co,, The/ sjon to Kansas Colorado Utilities, Inc,

See footnotey at end of table.
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Taece 20—Continued

PART 3—NONUTILITY PROPERTIES DIVESTED BY REGISTERED HOLDING 001\‘1 PANIES, JULY I, 1#45, TO JUNE 30, 1046

System
Company

American Power & Light Co.:
Texas Public Utilities Corp__........
Consurners Water Co_ ... ...

Amencan Water Works and Electric

Cuba Watcr Co....__.
. New Jersey Water Co_..
' Westmoreiand Water Go__
Willlamspert Water Co___
Central Public Utility Corp.:
Lynchburg Transit Co.._ ... ..
Roanoke Kailway and Electrie Co..
Salety Motor Transit Corp.._.__.__
Columbia.Gas & Eleetric Corp.:
Ohio Fuel Bupply Co., The.. ...

Electric Power & Light Carp.:
Drallas Railway & :I‘ermmal Ca,.eu

Faderal Water and Jas Corp., A]ubama}
Water Service Co.,

Total assets
nf divested
subsidiary !

$1, 185,375

3,200, 370
3, 203, 036
5. 0601, 560

5,135,323

480, 000
1,320, 542
381, 148

1 3,362, 501

0 14, 318, 200

8,062, 143

~ Dintails of divestmont

Considera-
tion {rsold

Sa]eL of water system in city of Liano, Tex., to the

aity,

Bale of investment to Flarids Ulllities Corp,, Or-
laado, Fla., and General Water Works Corp.,
Fhilade!phia,

Salo of common stock. . ..

Sale of investment

Zale of comman stack te Texas Guif Producing Co.
amnd Bradley Froducing Co., N. Y.

Sale of common stock to The First Dioston Corp.
nnd Blyth & Ce., Ine. for public distribution,

Sale of water distribution system serving city of
Cienova, Ala. £o the city.

Sale of water distribution system serving town of
Rrantley, Ala,, to L, E. Stephenson of Brantley,
Ala.

Sale of water distribotion gystem serving town of
Coffee Springs, Ala., te the town of Coffee Springs,
Ala.

Sale of water distribution system serving eity of
Headiand, Ala., to the city of Headlund, Ala.

Sale of water distribation system serving city of
Wetnpka, Ala., to the eity of Wetumpka, Ala,
Sale of water distripution systent i city of Qreens-

hore, Ala., to Greensboro Water Co,

Sals ur waL(‘r distribution system serving the town
of Monroeville, Ala., to the tewn,

&ale of water dlstnbucmn syvstem serving the eity of
Oneonta, Ala., to the eity,

Sale of water distribubior system serving Lhe town of
Collinsville, Alz, tn Collinsville Water Works Co.

$35, 000
927, 400

50, 000
2, 000, 000

1, 450, 000

2, 651, 110}

3,517,963
40,000

&, 500

2,000

37, 500
75,000
25, 000
50, 000
45, 000
15,000

Date
Teb, 1,1046
Jan. 8,146
Aug. 1945
Nov, 1945
Jan, 1946
Feb, 1946
Jan. 10,1946 |
July 11,1945

Sept. 11,1945

Oct, 29, 1945
Jan, 22,1940
..... do. o

Mar. 22, 1946

: Spurce of
Cominents Informa-
tion ?
-Releass
No.
Propecty sold, no longer sub- 1304
jeot to the act.
Nolonger sizbject to the act. - U]
,,,,, [ 1) SRR L1 B i o4
_____ A0 e | W BD-TE-2
_____ TSN BN Ot
,,,,, TS S U
_____ B0 6363, 6377
Property sold, no lohger sub- 5021
ject tn the act
_____ oo il 036
..... Ao 036
036
G330
Bl4L
637G
£3T6
_____ Ao 6502

$21
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General Public Ttility Corp. (formerly 141,446 | Sale of common stock to J. A, Earrison, Pittshurgh. . N.A_ 3y Jan. 28 1946 | No longer subject to the act___ O]
Associated (as and Eleciric Co.): -
Citizens Transit Co.

Foppers Coempany, Ine.:

Alan Wool Steel Coa_ ... 18,410,456 } Bale of Investment: . ... . 330,000 | Jam. | 16 .. . do o, . Q]

Middle Wesr, Corp., R B N .
Wiseonsin Powerd: Light Q6 .. . .| ... ... Sale of bus lines to Northland Grevhound Corp._. .. 260,000 | Dee. 1,195 | Properly sold no longer sub- O]

ject to the act.
New England Public Serviee Co.: . -

New England Industries, Ine__...._| 20,757,000 | Sale of investments to Coffin & Buarr, Inc., and ‘'ha | 15,500,000 | Oet. 11,1945 | No longer subject 1o the act___ 6123
~ First Boston Corp. _
North American Cao.: -

o dIlliréois Terminal Railroad Co..--.- 59, 645, 735 | Sale of investment to Railway Corp. of Illinois. ... 18, 5312, 207 | Dee. 1945 | . L TP 1170-1242
gden Corp.;
Litchfield & Madison Raillway Co__| 4,822 213 [\8ale of investment tg J, T.. Holtzman, New York, o
Mi. Olive & Staunton Gonl Co_...| 1725091 || N, Y. ] 1,758, 853 | Dec. 31,1945 ... d0m ®
Sonthern Union Gas Co. .| Sale of Oklahoma waler-properties to Kinglsher 70,000 | July 40, ¥45 | Propertics sold no longer sub- 5964
‘Water Co. i ject to the act.
United Public Ttiities Oorp,: .
Enife River Coal Mining Co.._._.. 831,985 | Saleof investment to Mentana Dakots Utilities Co__ 547,462 | Qer. 18,145 | No longer subject to the act__ 6142
L T'otnl assets of each divested subsidiary are the assets as of December 31 of the year € Asof Aug. 31, 1945,
preceding such divestment. Whers divestieent was clfected by a piecemerl sale of ? As of Feh, 2§, 1945,
properties, the assets of the yenr end prior to the first major sale wera used. 8 As of Apnl 30, 1945, pro forma.
i Release numbers refer to Holding Company Act releases. . * Moady's.
2 As of July 31, 1945, 18 As of Deg, 31, 1944,
4 Pro forma June 30, 1946, reflecting acquisition of intrasystem properties. it File No,

b As of Oct. 31, 1045,
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TapLk 21.— Utility and ether properties subject Lo divestment wnder Seclion 11 (b (1) arders mdstanding as of June 30, 1946

“
Total asscts ns of Dee. 31, =
1#45, of companies order- i
ed divested CElnl('hng Dats 'f
Syslemn compuny Nature of business . State of operation | Aé]tn;;]'ze?;r c:-de:?
. : numher
Individual

CuIn palTies Systen tolals

American (ias and Eleetric Co $55, 820, 358 . 7333 | Dec. 28,1945,

Atlantic City Electric Co._ $54, 260, 731 Electriv-heat .
Deepwater Operating Co.. .. TAL, 347 Electric generaling.
Soulh Pennsgrove Realty Co. ' 33, 105 Real estate. ..
West. Pittston-Excter Railroad Co. ... ..-.ooo. 70 Railroad

5028 | May 5§, 1044,
Gt 12, 1044,

Cilies Service Col ool
. Arkansas Louisiana Guos Co..
Citics Servies Power & Light Co.
Deminion Natural Gas Co., Lid.

66,943,412
- BR.OT3, 199
25,033, 050

Gas Advisers, Ine.____._______. 55,448
Ctas Berviee Co., The 26, 398, 397 :
R £ T PN
Kansas City Ons Co 17,028, 593 Missouri_ ... o.ooo..
Ttepuklic Light, Hmt & Power Co,, Inc. 9,325, 63¢ New York.
Tri-City Gas Co., 83,313 Kansas.__
Wyandotte C‘oumy (ias Co., The 4,583,007 | doo o dOl e e

Cities Bervice Power & Light C0.-—.._._..... Aug., 17,1043
Daniphan County Light & Power Co., The
Eleetrio Advisers, Inc.... ...
Foderal Light & T'raction Co.

Spokane Gas & Fuel Gooo..__.

Federal Light & Traction Co.2. .o maeao.
FEleeirie Land Co., The. ... -
Federal Advisers, Inc. -
Federal Realty Co__ ... ... -
Tacson Bapid Transil Co_ ..o .. __

14,473, 6490
1,413, 888

Aug. 17, 1943,
Bar. 31, 1944

Service company.
Realty

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Ohio-Kentucky. __....__. 5455 | Nov. 30-1044

Columbia Gas & Eleebrie Corp .. ooo oo e ceccme | ceccmeccmcae
Bridge {ins Co 55, 551 Qas transmission. Chin, .
Cineinnati Qas & Eleef - 135, 828, 140 Eleciric-gas-steam. . ..._..... Indiana.
Miami Power Corp_ ... _._____ 51K, 178 Electric transmission.._ ______ Endians_ .
Union Light, Heat and Power Co.__.___.. 10, 444, 858 |- Eleetric-gas-water. .. Kentucky
* West Harristn Eleciric and Water Go,, Tne. 39, 801 Electric-water.. . Indiana..

: 1030 | Dee, 3 =
Fngincers Iublic Service Co. ... g;g S?ehr?t.zl%ll?aig.
El Paso Electric Co. {Texas). :

Gull States Gtilities Ca

-..| Eleetric-railway-bus ... .. Troxas—New Mexico .
Electric-gas-steamn--ice-water .| Texas—Lovisiana_ ... .
Eleetric-gas-railway-tns Virginin—Nnrth Carnlina.. ..

r3 G520, 302
Virginia Electric and Power Co. (gas propertics 18,087, 158
ouly),

9.1
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Foderal Water and Gas Corp oo eeecomm oo ameeas
New York Water Servlca Corp, and subsidiary..

Beranton-Spring Braok Water Service COuemnnnnrean].

Geners]l Public Utillties Corp. {formerly Associated Gas
& Eleetric Co.
Qencral Gas & Eleetrle Corp.:
Bouth Curollna Electric & Gas Co...... vecammman
NY PA NJ Utilities Company:
Je;sety Central Power & Light. Co.and subsid-
artes. -
Btaten lsland Fdison Corp .o cccccnammcunas
Other subsidiaries.
Asasoclated Real Properiies, InG. . «ocaananveran-
Gns and Electric Associates
Utulities Invesiing Trust.

ST——LF—801Z8L

Koppers Co., Ine. e .o e ciimermm e
Eastern (3aa and Fuel Associates and subsidlaries. .

Middle West Corp., The...____ ... P —
American Tublie Service Co-.____.__.
Beloit Water Power Co. ... —
Burean of Salety .o o ooocicmcecnnn e
Central Power & Light Co_.________.
Central and Southwest Utilitles Co____
Companis Electrica de Matamoras, 8. A.
Copper District Power Co ...........
Qreatb Lakes Power Co,
Ilhinois Btock Transfer é‘.o
Insurance Trust Fund. .
International Transit Co.,
Lawton Cog).. Tha. ...
McaAlester
Michigan Qa3 & Electrie Co_____
Middle West Service Co..........._.
Middle West Utllities Co. of Canada,
WNorth West Utilities Co______.____
Northern Public Service Corp., Ltd.__
Oklahoma Power and Water Co...
O1d Dominien Ive Corp..._. .
Public Service Co, of Oklahoma._.___
Scuth Beloit Water, Gas, & Electric Co..
Southern-Henke Ice & Storage Co_.._
Southwestern Gas & Electrie Co.__
.United Puhlic Serviee Corp-.....
“West Texas Utilities Co. ...
Winnipeg Heatlng Co. Ltd..___. .
Wisconsin Power & nght [0

Bee footnotes at end of table,

34,237, 718
61,936, 242

47, 344,715
94, 735, 000

4 16, 784, 925
N.A

34,992
3,970, 390
132, 578, 251
1 149, 632
4,934,976
713, 355, 547
17,088

880, 206
1239, 347
117,259

N\ A,
8,989, 157
590
178,601, 547
§13, 314, 050
11,942,756

76, 74L, 069

98, 173, 960

Z| Holding eompany. . cveees|oamnommememecccoeoeees

................................................................ 4113
Yater hoiding company_.___._| New York .....
Water-gas-holding company___ Pen.nsylvanta _________________

PO O U 13729

\ —
Eleotric-gas-bus. ... South Caroling_ . _aoeoaao ..
Electrie-gas. oo ooooaeos Now Jersey.o.eueann-n [
Electric. .. _.voovusan [ New York ...
Real Eatate . _____
Holding company. .
Investing company

________________________________ . 5888

Coal-cole-gas. . oo Virginia-Kentucky-Pentsyl- |, .t .o
vania-Connecticut-Massa-
chusetis,
4848

Holding eompany oo | e
Inective. o] iiaa i caeccmememeemmemeoolbeoo o

Bervice compaﬂ .................
Electric-water-lce. . . )11
Helding company .. vuemeeas) oo vicnmreccmccm e
Electrle

Michigan. S N
ontarlon ao e

Ferry TAEWBY o oevamae Ouptarlo-Canada-Michigan. ...
(s and oil production. Oklaboma.__________________
Inactive. e L [+ R
Eleetric-gas . coooceoaaeeeo....| Michigan. .. ... ..
Service COmMPANY . oo oo emmas
Holding company

TGS, . omyoeoen o
Virginia_ o oooaoeon

Electric-gas-water-ice_ ... .._...| Delaware__ ... ....

Elect.ric—water 5 (v T () ).+ 1 SO

Electr:c-gns-water-bus -heat ... Wisnonsm_...-._._._.: ____________________

Feb. 10-1843.

Aug, 13 1042,

June 28,1045

Jan. 26,1944

IHOIEY IVANNY HIJITIML
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TasLe 21— Utility and other properties subject to divestment under Section 11 (8) (1) orders outstandmg as of June 80, 19.46'——Contmued

Totul assets as of Dec. 31,
18435, of con:lpanies order-

Holding

Wisconsin Gas & Electrie Co_.
‘Wiseonsin Michigan Power Co. ...

34,0158, 034
31,723, 835.

Electric-gag-heat .
Electricogas.. oo o cee oo

Wisconsin..
Wisconsln-Michigan

. . ed divested
System company . Mature of business . Btate of operailon f&?&m ]?;fliff
: : . : : number
g‘g};ﬂi‘g; Bystem totals i
North Ameriean Co., 'Phc_-_..-_.._-._._ ______________ Sl 015, 707,32[ _______________________________ Apr. 14,1842
Badger Auto Serv:ce Ca._ $124,260 | Parking pnd gus statlons. .
Blue River Power Co__..______.__ 267, 040 Electrie. oo
Braddoelk Light & Power Co., Ine 1,102,442 | Eleetrig_... _____.__
Cahokis Manufacturers QGas Coo 82, 507 Gas {leared)__....__
Capital Transit Coooeoeeeeo .. 75, 878. 395 Transportation
Celeo Co.._______ 103, 115 Metering. .
Central Terminal Co_._. 7,221, 202 Warehouse
Champaign and Urbana Gas, L:ght & Coke Co Inactive _.__
. Cleveland Eleciric Illummanng Co. o 187 Electric-heat. ...
. GQlen Echo Park Co., The 199 835 Amusement park..
" Great Falls Power Co.... 511, BO5 Land company ._.. .......
- Hevi-Duty Electric Co .QB 853 |.. Elee. [ureace constructfon. .
« Ilinois Power Co !12.‘ 182, 005 |- Elec.-gas-heat-water-ipg-trans.-
' holding ¢o, -~
Kansas Electric Power Co., The........ 15,364, 184 [ Elec.-gas-ice-frans.____. _____.| Kansas ... .i]|oommemeeo
Knnsss Power and Light Co., The 167, 608, 414 Elee.-gas-hi,-wiico-btrons. ... | Kansas. oo oo oo
Kewanee Puhlic Service Co 2,618, 500 Elcetric-EaS. o oom oo B RD T T RO PR
Milwaukee Electric Railway & Transport Co., The. 45,116, 116 Transportation. ____._ . __ WISCODSID. - o oo e
Missourl Power & Light Co__. 23,413, 848 Elce.-gns-heat-water-ice..__ L R 1T T S N
Montgomery Bus Tines, Ine__ R CE, Transportation. ____ PO, Meryinnd . il |eirao
North Amerlean Light & Power Co - L[ #38,038, 885 Halding company.
North American Ulility Securitles Corp._. - 5, 067, 360 Investment. .. ....._....__
Northern Natural (as Co. and Bubsidiary -| 80,134,256 Holding ¢company-pipeline
FPotomac Electric Power Co ... _. o 120,727,321 Electric. .
St. Bernari Coal Co.__.___ - 10,008 Coal sales.
t. Louis County Gas Co.___ . ]2 530 410 Apr. 91046
Washington and Rockviile'R 213, 408"
pomery Courniy, The '
Washington Railway & Electrie Co.__./___.; 8 30, 398, 810 Holdtng cHRpany. :
West Kentueky Coal Co. {Delawarc) . ... 27,020 Coal sales..
West Kentncky Coal Co. {(New Jersey). .. 518,111, 540 Con. emimme oo Rentueky L
Wisconsin Electric Power Co ... ._. ot 145,016, 672. | Flec -heal-holding company._.; Wisconsin. . -

8L1
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0N GO . s et oo e e e aia et amm—n

.............. L 27 T ) S T e L LT T TP, 4,307 ¢ May 20,1943
Centra . 3,277,119 |_ . Towa-Minnesata. . oo |ecoacacooooo
Central States Uulmes (.‘orp..._ _____________ & 36,814 1. ] .
Enst Dubuque Elcetrie € eae oo veaiain o 115, 763 C -| Dlinois
Interstate Power Co. . oo oo oo oeaeoo 841,031,845 Llocirig-gas-he Iowa-Minneso
holding company. kota,

Interstate Power Co, of Wisgonsn, . X . . ........._ 1, 898, 853
Standard Gas and Electric Coo o oo oot 318, 076, 077

Eleetrie oo oo Wisconsim. ...

e mm e amamnm————— 2929 | Aug. 8 1041

California Oregon Power Co., The_ 42,012,675 |oooeoomoooneo...| Eleotrie-water... ... ... ___ California-Oregon. I I
Harseshoe Lake Qil and Gas Co...oaeavon. 12,233 | . ... Oil ard gas leases. ... ..... Oklahoma.
Louisville Gas and Electric Co., {(Delaware)._____» 24,422,201 | Holding company . o]

Louisville Qas and Electric Co. {Kentucky) and | 920787693 b ... .. Eleetrie-gas-holdiog company.| Kentucky

snbsidiary,
Market Strect Railway Coooe o oooemem oo ceeecaeeens 4,765,022 | ..o Railway-bus___.__............ Callfornis . ___ ... | e eiaiane
Mountaia States Power Co_ oo ... 23,792,009 | ... Electric-gas-heat-water-tele- | Washington-Oregon-Idaho- ... ...
phane, Montana-Wyoming-South
Dakota,
Oklahoma QGas and Electrle Co. ... 85, 090, 664 Oklahoma-Arkansas.. ... ]-oceeeooaoos
Wisconsin Pahblic Service Corp, and subsidiary......- 60, 615, 681 Wisconsin-Mickigan . .. ..o { oo ol
United Gas ImprovementCo., Tha_ .. .. 29,412, 017 {‘i{nyy 3% iggé

Bridgeport Gas Light Co., The..
Commonweallh Utilities Corp. __
Hartlord Gas Co._._.

New Haven Qsas Light Co

United Light and Rallways Co,, The

Aug. 151941
i 2022-31589 4
................................ { 243 Dec, 151941

Dee. 31,1941

Consolidated Building Co 79,387 | Renl Estate._._......_ R Wisconsin
Detreit Edison Company, The. 387, 456,535 | Electric-gas-beat.. Michigan.
Madison Cras & Electric Co_._____ 14, 130,758 |. Electrio-gag.-. Wiseconsin
Mason Clty and Clear Lake R. R. 910, 166 |- Railway-bus.
Michigan Consolidated Gas Co_._. 10D, 482,887 |- G
Milwankee Gas Light Co_.____._ .35, 841,860 |
Milwaukee Solvay Coke Co...._..__._. 13,912, 528
T'otal properties snbject to divestment P v T IR ©3,352, 041, 343
1 Cities Service Co. has elected to divest itsell of all its utility boldinggunderan alterna- ! Dollar figure computed on basis of 20.70 cents per Mexican Peso.
tive granted it. ? Dollar figure computed on basis of 90.62 cents per Conadian doller.
2 Federal Light & Traction Co. has disposed of a1l of its utility companies except those £ Corporate assets less investment In subsidisry companies whose assets are listed,
in Wew Mexico which have been merged into one company (Publie Service Co. of New  scparately.
Mexigp), ‘There is pending an application for the linuidation of Federal Light & T'rac- ¥ There is a duplication in this fipure of spproximately $23.000,000 resulting froma 11 (b)
tlon Co. - {1) orders outstanding with respect to Cities Service Co,, Clties Service Power & Light
3 Assets of gas properties only. Ca., aod Federal Light & Traction Ca.

+ Amended by release numbers 4024, Dee. 30, 1942 and 5601, Feb, 9, 1945,
8 Corporate assets only, Sinee ihese assels are largely investments in subsidiary coru-
panies, they are excluded from the aggregate amounts ordered divested.
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TasLE 22,—Public ulility holding

companies subject lo disselulion’or liguidation and subsidiarics subject io divestment under Seclwn 11 (b) (&)

orders outstanding

us of June 30, 18461

Tatal assels ns of Dee. 31, 1945

Halding

" - : ; Company
System company . MNature of business State of operation Act release Date of order

gggl‘;ﬁ?&l Byslem totais Dumber

American Power & Laght Co . __________________ 1$263. 833, 390 $717, 724,050 | Holding compBIy o[ moo oot 4750 | Ang, 22,1042
Florida Power & Light Co._ 122, 131,288 Electric-gas .o ooooeoooo- Florldn.

Utilities Land Co.._.. 70, 126 Real estabtn. oo oo | n dﬂ.w -
Kansas GQas & Eleetrie Co_. 45, 510,378 Electric.... Eansas. o oo..ooooiooomiio el
Minnesota Power & Light Co 48, 065, 138 Electric-heat_ .. \Im.nesota W isconain

Saperior Water, nghr, & 7, 223, 256 Eleetric-gas-water. .. .| Wisconsin
Montana Power Co., The. 124, 301, 800 Electric-gas-heat-watel .| Montaus..

Northwestern Elretric Co. 24, 114, 564 Eleetrie-heat ..\ ave .. Oregon- W, ;
Pacific Power & Light Co._ . .. ... B0, 215, 108 Electric - water - heat - hol Washingten-Oregon.. |
company. .

R. 8. & C, Irrigation Co., Ine. oo .. NA Irrigation. . Washington... ..o |iaas
Pike Rapids Power Co., The_...__.________ € 52,00 Inagtive e
Portland Qas & Coke Co oo 27,527,420 a8, e e emieicmeeeeaae-.| Oregon-Washington .. oo oo oo
Toexas Publie Utilities Corpa o ocaaaoonaos 3,202,875 Eleetric-ice-water- oo oo | Texas oo
Texas Utilities Coo oo .o__ —— 148, 219,832 Holding company oo o oo e ceceae

Dallas Power & Light Co- ceen 41, 774,873 Electrie. ..o ool

Texas Electric Service Co. . 50,617,186 [.co e 5L T URSIP SO

Texas Power & Light Co.. R 77,193,850 | ooof.o. do. . R S
Topeka Land Co.o.. o ean , 419 Ionetive. o aaifoeinrmnaane
Washigton Trripation & Development Co. BB, 280 |- ]eaaas [ 1o PN I

Columbla Righlands Co, oo _o__..__ 133,720 |- cccamceaeemeen [ [

Limestone Co,, The_..___._. 122,876 | e ]eane L3 [ U SN

- Washington Water Power Co., The 76, 090, B15 Electric-water-heat_ ...

American States Utilities Corp..... 83, 815,477 Hﬂldmg COMPANY - e feme e Apr, 9,1M3
Edispn Sault Flectrig Co..._ 3, 260, 05+ Fleetric. o oo 3101171511 RN F R,
Bouthern California Water Co 10. 998, BI3 Electric-water . ... California. - feniiaao oo

Elecirle Power & Light Corp_. .. 7 159, 568, 633 Holding enmpany Aung, 22,1942

rkansas Pawer & Light Co.. 72, 700, 324 Electric-gas-heat

Caplial Transportation Co, 831, 525 Transportatlon.

QGentilly Development Co,, Ine. 1,435, 739 Real estate

Louisiana Power & Light Co..__ 45, 282, 221 Electric-gas-transpartation_ .
Mississippi Power & Light Co_. 23, 407, 460 Electrio-fas-Water. ... ooo.__
New Orleans Public Service, Ine. , 100, 132 Electrig-gas-transpartation. . _
United Gas Corp.aee ..o oo o oe e s 1 53 442, 699 Qas-helding company. ...

Duval Texas Sulphur Co_o . o..ooiieaa. 4, 108, 556 Sulphur

Mississippi River Fuel Corp._ ...... 27,663,816 |ceeeeoo o] s .. Mlmsﬂppi..

Tnion Producing Co_...__ -1 121,965, 402 Qas {wholesale)-oil Texas-Louisiana-M {asissippi .

United Gas Pipe Inng Co... o 1T, 731,952 Gas (wholesale)-gasoline......_| Texas.Louisiang-Mississippies |- oaueneeo...

Alabama-Florida,
United Ol Pipe Line Coo oo eeieeanamree 1,419,958 {rn oeieame O] branamm ission.. . veecaeao. Louisiana-Texas-Missiasippl - - |-cvuwmnnao -

08T
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Allled G
International Hydro-Electric System._. ...
Corinth Electric Light & Power Co_. ...
Gatineau Power CaO. ..o cuomuiiirmmaraas
Qatineau Bus Co., Ltd
Qatinean Electrie Light Co., Ltd.. ...
Gatineau Transmission Co._....
Ottawa River Development C
St. John Realty Co.._.
St. John River Power Co__

&t. Yohn River 8torape Co_ .. ...
Huodson River Power Corp.. . o coancririneevans

Bystem Properties, Inc. ...
Imilian River Co,, The -
'W&njpiseogee Lake Cotton and Woolen Mig.

New Erngland Power Association and subsidlaries._.
Massachusetts Power & Light Associates and
subsidiaries.
+ North Boston Lighting Properties and sub-
sidiaries.
Rhads Istand Public Serviee Co., The and sub-
sidiarics.
Massachusetts Utilities Associates Common
Voting Trust (trust).
Massachusetts Utilities Assoclates (trust)
and subsidiaries,

National Power & Light Co
Birmingham Eleetrle Co.
Carolina Power & Light

Capitan Corp.__...._._.
Roanoke Hiver Power Ca,
Lehigh Valley Transit Co...
Allentown Bridge Co
Easton Transit Co .
Faston and Scuth Bethlehem Transporta.-
tion Co.
Freemanshurg Land Co, Thoueeeacae
Lehigh Valley Realty Co____________
Lehigh Valley ‘Transportation Co.__.
Norristown Transit
Memphis Generating Co________________
Memphis Street Railway Co., Tha
Pennsylvanin Power & Light Co_..___._._
Edison Illuminating Co. of Easton, The.
Hatzle Township Water Coo.._..__....__
Pennsylvania Realty & Investment Co.
West Pittston-Exeter R. R. Co
Busquehanma Qas CoO_ .o .ooomioma

Bee footnotes at end of table.

4786, 107

30, 612, 205
455 058, 101
.

¢ 200, 656

? 431,455, 085
V97,883, 248

i 50, 612, 767
£ 101, 639, 559
57,354, 308
142,739,338

32,096, 534
96, 614, 274

611, 908 746
1257, -itO 462

953,103

H}olding COMPANY ... ... R
Hol&iﬁ{;’é&iﬁi{aﬁ """"
Electric. oo
Electrig-holding cotnpany .
Transportation....._.___.__

Eleetric..........._._

Wat.er stomge _______
Electriee-real estate

Flcctnc trapsportation-heat
Electric-transportation._
Realestate ... ...
Trapsmission line_.
Electric-transportation. .
Toll bridge... . o....
Lenses trananortation property
Transportailion

'I‘ransportatmn
Lenses transpartation property
Elcetric {wholesale)
Transportation.__.._____
Electric-gas-heat. _______

Heal estate and investments.
Railroad

Maine,
New York-Maine. ... ._____

New York

Virginia_. .
Pennsyivan

4168
4158
2062

Mar, 31,1042
July 21,1042

Mar. 17,1843
Do.
To.
Dao.
Do.
Aug. 73,1841
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TABLE 22,—Public ulility holding companies subject to dissolution or ligquidation and subsidiaries subject to divestment under Section 11 (b) {2)
orders oulstanding as of June 30, 1846 —Continued

Tolsl assets a3 of Dec, 31, 1945 Holding
System company —I divIdisal Nature of business State of operation f&’ﬂg‘;ﬂ& Date oforder
: ndividia
cotupanis System totals aumber !
New England Public Serviee Co.? 1 46, 467, 207 101, 450, 921 | Holding company._ 2037

Contral Maine Power Co__.
Cumberland Becurities Corp
Keanchee Water Power Co:. .
Nepseo Appliance Finance Corp.
Nepsco Serviees, Inc. | -
New England Pale and Treatmg Ca_
Sebago Improvement Co
Skowhegun Water Power Co.. .

Central Vermont Public Serviee Corp

Public Service Co. of New Hampshirs
Amposkasg Indpstries, Inc._
Androscoppin Heser vmr Co.
Merrimaek Power Coo oo ..

. Penacook Electric Light Co__ . _____.__.___
Profile Falls Power Co__
Properties, Inc._____.___
Keene Development Co_
Sunapee Damn Corp.
Swans Falls Co
Weare Iinprovement & Reservoir Assn..__
Morth American Light & I'ower Co. {The North A
iean Company System).
Cahokia Manufacturers Gus Cooo oo
1linois Power Co

Central Terminal Co._. .. .. ...
Kansas Power and Light Co., The .. ...

Blue River Power Co., The ... ...
Kansas Elcctric Power Co,
¥ewanee Public Service Cn_o
Misspuri Power & Light Co.
Northern Natural Gas Co._ oo ..l _.

Peoples Natural Gas Coo_o oo

-]+ 115, 705, 657

73, Uid

NA

7.3

61. 35t

156, 640

034, 181

271, 520

20, 750, 545
4 53, 857, 276

N
207, 953
NA
3 36, 038, B35

507
£127, JB’ 905

7,221, 2n2
1 67, 608, 514

%7, 949

15, 364, 154
2, 618, 800
23,413, 863 |-
174, 408, 254

6, 012, 910

_| -Real estale-sceuritios

Eloelric-pus. .

Water storage. . ... ..
Mutual serviee campany
Subsidiery service comnpany.
Pole treatmg-sales. ...
Streamn flaw eonteel. o
‘Water rights-real estate.
Eleotrie-gas__ ... ________
Eleelriv-gas-transportatiun
Renal estate.._.

Water storage

Umdeveloped  water  power

RHe: 1l estate.
ﬂ

\\-'an,-r sl-(:rugc.. .
Hokling eompany

Chas oased) oo oooo.
Eloctrie-pas-heat-water-ice-
transzportation-holding com-
POy,
WWarelomse. . oo
Elegtrie-gas-heat-waler-jce-
transpartation.
Electric
Tleetric-gas-1ee-lransporl
eetric-gas
Electric-gas-heat-w

Vermont_
New Ihmpsh;rc.

Mssouri.
Kansas____

TIown-Nebraske-
Minnesota.

Town-Nebraska-Minnesofa .

May 2 1041

Dec. 30, 1841

281
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North Continent Utilities Corp ..o 84, 326, 271 16, 846, 849
Denver Tee and Cold Storage Co. 13, 230), 948
Fort Morgun Ice and Cold St 60, 377
Western Railways Iec Cooameoamaoo 533,377
Great Fulls Gas Co_ . _.._._. 1,432, 382
Great Northern Gas Co., Litd. 690, 513
Worth 8hore Gas Co_._______ 11, 566, 766
Sonthern Utilities Co., T4d___.._ 20, 0!
5. W. Shattuek Chemical Co., The. 231, 405
William A, Baehr Organization, lne.._ 2,

22,997
313,308, 320

¢ 75,741,089
¥ 80, Bl
41,047, 855

North West Utilities Co. (The Ndiddle West Corpora-
tion System).

Wiscunsin Pewer and Light Co

Beloit Water Power Co_ .

= Sputh Belolt Water, Qas & Eleet

I'otal assets of subsidiary companles 0. ____._._..

3, 066, 148, 385

Nov. 18,1843

Iee-conl . Fuly 11,1845

Alentana..._
Ontaro (Canada).
Hlinods......_____.
Alherta (Canada).
Colaoradp. __..___

..... do.
Electric. . _

Reflning ores.
Service cormpansy
Holding compsny

Sept. 10,1043

Electric-zas-water-bus-heat ..
Inactive
Electric-gas-waler ..o ...

Wisconsin-Towa __.

Wisconsin-1llinois.

1 The following additional holding companies have been orderad to ]iql.;l'datex

(‘}?rporste Holding

B ss@ls-- colmpsny

Holding company December31, | act release | D8te ot erdor
1945 numhber

American Public Bervice Co ... $16, 784,925 3580 | Jan. 25,1944

Central and Southwest Utilities Ca_ 30, 759, 188 3580 Do.

Conunuhity Gas and Power Co_. 72,477 4395 [ July 21943

Standard Power and Light Corp. o 134,117,602 3607 | June 19,1942

United Corp., The_ e vraaaaeaoo. 108, 352, 854 4478 | Aug. 14,1943

The United Corporation was andered to recapitalize on a one-stock basis and cease to be
a holding company. Thestatua of its present subholding companies is subject Lo separate
determination,
Under an alternative provided in the Commission's order the corporate existence of
githe.r Ciggtral and Southwest Utilities Co. or American Public Service Co. must be
erminatad.

3 Holding company act releeso number is given for each holding company subfect to
dissclution or liquidation under outstanding section 11 (b} {2) arders. -

3.Cyrporaie nssels only, Since thede assets are largely investments in subsidlary
companies, they sre axcluded from the system totals

+ Corporaie assets less invesiments in subsidiary and affiliated companies whosa assets’

arg listed separalely.
s The order 1n this ease {ook the form of approval of a section 11 {o) pian ta liquidate,

1t was filed while there were pending procesdings parsuant to sections 11 (b) (1) and 11.

(B (32,

4 Asseis 45 of Dee. 31, 1944,

T Cynsolidated assets less investment
not censnlidated.

8 Consolidated assets.
New England Power Assn., they are exclinded from the system total.

% The Comunission order required New England Public Servige Co. to recaplialize on
a ons-stock basis or, at Lts election, to hquidate, The company has tiled a plan whereby
it weuld distribute 1ts utility assets and become an industrial holding eompany,

10 In Tahles 2i and 22 there is a duplication of suzhsidiary companies of two holding com-
pany systems which are afiected by both Seetivn 11 (b) (1) and Bection 11 (b} (2) orders,
Thp aggregate amount of the duplication of assets is approximately $400,000,000.

in Massachusetts Utilitles Associales (frust),

8ince these assets are included In the consolidated assets of.

JTHOJEY TVANNY HIATHMAL

€81



184 - SECURITIES AND EXCHANGE COMMISSION

Farre 23.—Number of applicatidns and declarations recefved and disposed of
during the fiscal year ended June 30, 1246, under the Publie Utility Holding

Company Act of 1935 ’

Nt:ﬁlbert Numb Number N:.Elql‘nert
pending a umber pending i
SBectlon and deseription beginning of filed d[s%?sed close 6f
flscal year fiscal year
Sections 2 and 3—Exemptions from provisions of
he aet . ccmcemaas 32 50 18 EL)
Sections 6 and 7—Issuance and sale of secutities,
alterations of rights, assumptions of liability...... 48 258 249 106
Bection 10—Acquisition of secnrities or other assets. . - | 138 134 a5
Eeetion 11 {(b)—Proceedinpgs mstituted ... _____ 63 7 8 62
Bection 11 {e)—Flans for Lthe simplifleatfon of regis.
tered holding companies ar subsidiaries thereef 64 21 17 68
Bection 11 (f)—Reorganization under Section 77B
of the Backruptey Act_ . oo oo iin o ... 6. i3 4 2
Secttons 11 () and 12 (e)—Solicitations of consents A
Lo Lransactions . . ..o oiaoaioao. 14 44 44 14
Section 12 (b) and - Rule U-45—Loans, extensions of
credil, depations and capital contributions ic
nssociate companies_ ... __ S, 17 39 38 18
Seetron 12 (¢) and Ruls U-48—Payment of divi-
dends out of capital or unearned surplus. ... _____ 15 1 28 21
Beetinon 12 (¢) mud Rule U-42—Acquisition, retire-
ment and redemptn of securttles by issuer 61 154 143 62
Bections 12 {d}, 12 [} and rules U3, U-44—Sale of
securities and utthity assets.__ . ... a1 308 279 120
Section 13—Service company regulatich. .., _____ 14 (] 4 10
B 37 514 1,024 - 166 572




TanLe 24— Cases instituted by the Commission under the Securities Act of 1933, the Securitics Fuachange of Act 1934, the Public Utility Holding
Company Acl of 1936, the Investment Company Act of 1940, and the Investment Advisers, Act of 1940

Totsl cases | Total cases ; Total cases
Taotal cases | Total cases rivvrt ) .| Total cases | Tota! cases |. .= Y Total cases | Toiol cases
Type of cases instituted | pending as digslgtllfitggai pt;gglt?fcgur instituted | closed prior clg;e_dldgr':ng elosed prior | pending as
¥pe prior to of June 30, | oY Ended ear ended prior to to July 1, en&:gd ?Ifxr}-e toJulyl, | of fune3D,
July 1, 1045 1945 Tune 30, 1948 | Junc 30, 1946 July 1, 1946 1945 0, 1946 1944 104G
Actlons by Commission to enjoin violations of
the Securities Act, Securities Exchange Act,
Public Utility Flolding Company Act, Invest-
ment Company Act, and Investment Advisers
Act e 456 12 25 37 451 444 20 464 17
Actions by Commiss olving the enforce-
ment of subpoenas pursunnt to the Securitics
Act and Securities Exchango Act. ... ... 42 3 1 4 43 35 1 40 3
M lscellanenus proceedings brought by Commis-
BIOTL- o e e ee e oo mmm——————— 11 3 a 3 1t B 1 9 2
Actions to carry ottt voluntary plan to comply
with Sec. 11 (D) of the Holding Company Act t. 22 8 16 4 33 14 14 28 10
MTotal i iiimamanaa 531 26 42 63 8513 505 in 541 32

1 These cases are deemed “closed" or “‘penaing’’ solely on the basis of whether the time for appeal bas expired. Inasmuch as a case is

not. setually elosed until the proposed plan

has been consummated, a case marked ““closed’ for the purposes of this tabulation may be deemed “pending” ina fiscal year because of supplementary netion tnken in the case.

TaBLE 25.—Cases instituled against the Commission and cases in which the Commigsion was permitled to intervene

Total cases

Total eascs Total cases
Total cases | Total cases F | Total cases | Total cases Total eases | Totnl cases
instituted | pendingas | ,nSttuted o pending dut-t Spoinieq | clnsed prior closed during | 10003 prior | pending us
Types of case durbng fiseal 1 ing fiscal : " fiscal year £,
prior to of June 30, vear ended | year ended prior 1o to July 1, snded Tune to July 1, of June 30,
July 1, 1945 1845 T 30,1945 | Tine 30, 1546 Tuly 1, 1946 1945 30, 1046 1645 1846
Actions Lo enjoin enforcement of Securities Act,
Securities Exchange Act, and Public Utility
Holding Company Act, with the exception of
subpenas issued by the Commission. .....___. 67 Q &7 67 0 67 0
Actlons to enjoin enforcement of or compliance .
with subpenas Issued by the Commission-_ .. 7 Q 7 7 [ 7 0
Petitions lor review of Commission’s orders by '
Circuit Court of Appeals {or Court of Appeals
t for Distriet of Celumbla} noder the various
Aets administered by the Commission. ... 116 18 1 28 125 o7 11 108 17
Miseellaneons actions against Commission or
officers of Commission oo iiarearmrmcamaa- 18 2 1 3 17 14 1 15 a
L3 T 7 | R 205 0 1t 3 21/ 185 12 197 19
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TaBLE 26.—Injunctive proceedings brought by
Utility Holding Company Aet of 1985, the Investment

during-the fiscal year ended June 30, 1946

Commission, under the Securities Act

of 1933, the Securities Exzchange Act of 1934, the Public
éompany Act of 1940, and the Investment Advisers Act of 1940, which were pending

Number itnd 8 nltiat(o -
Principal defendants Ie?:li:l gg—ts E Ir;lttrcigt‘tt}:ﬁt pggé:gtélfd Alleged violations Status of case
Adams (Claude D), etal ________ 3 | New Mexieo. ........| Mny 23,1946 | Secs. 5 (a) and 17 (a) (2), 1933 act_| Injunction by consent for violaiion of section 5 (a) of 1933
‘ . act filed June 4, 1646, Clesed.
Aldred Investment Trust, et al__. 8 | Massachusetts..__....| May 19, 1044 | Sce. 36, 10 ek oo . __ Judgment June 18,1946, direcling receivers bo lquidate and
’ distribute assets of Aldred Investment Trust. Applica-
B tion for stny of disiribution granted August 1, 1646, pend-
ing appesal to first cirenit. Pending.
Bates (Gilbert ML) ... 1| Northern Distriet of | Feb. 25,1046 | Secs. 17 (a) {2) and ($), 1933 act | Injunction by consent, March 7, 1946. Closed.
. Towa, ?&;‘l SO('.:S. 10 (b} and 15 {e) (1),
. net. B
Beck (A. D). ... 1 | Northern Distriet of | Mar, 11,1946 | Sec. 5 (8) (1), 1933 8¢t __.oooe___ Injunciion by ceusent, March 14, 1846, Clased.
exas,
Bennett (Frank W.), et al....____ 2 | Scuthern District . of | June 28,1945 | Sec. 9 () (2), 1934 net.__________ MMemorandum oplnion by Judge Bondy, entered August
New York. %ﬂ 5945. denied motion for preliminary Injunction.
' ; cnding, .
Blakesley (A. B.), etal, ......_ - 2 Ngﬁtihe:i'n Distriet of | July 30,1945 | Sec. 17 (), 1933 act______.___.__ Injunction by consent, Oct. 23, 1845. Closed,
nois, . .
The Boyd Transfer and Storage 8 | Minnesobsy. coeeeennnon| Aug. 20,1945 | Secs. 10 {(b) and 16 (¢) (1) and | Injunction by consent, Dec. 5, 1945, Closad.
Co,, et al. rule X-10B-§, 1934 nct,
Burch (Bob). .o eeeeeiae. 1 Nrt}gthem District of | Aug. 7,1945 | Sees. 5 (n) (1) and 5 (a) (2), 1933 | Injunction granted Nov. 8, 1945, Closed,
eXas. . acl.
Butler, III (Josaph (.), et al 8 | Northern District of | Oet. 16,1945 | See. 7(e) (1), 1934 act, and Regu- | Action to enjeln defendants from viplating the margin and
Ohio. jation T, special cash accounts provisions of regulation T'. Pre-
liminary injunction entered November 18, 1845 against
) Brown and First Mahoning Co. Hearing on flnal in-
. ' . Junction pending.
Chemical Research Foundation, 2| Delaware. ... Mar. 14,1045 | Sees. 5 (a), 17(a) {I) (2) and (3), | Action to enjoin Chomical Research Foundation, Ine, and
Inc,, ot al. . 1833 act. - Itoberi E. Carroli. its president, from selling unregistered
shares of capital stock of Chemical Research Foundation,
Ine, in violation of sce. 5 {3} of 1933 aet and from violating
anti-fraud provisicos of secs. 17 (a) (13, (2) and (3) of the
act. Preliminary injunclion granted by consent as to
hoth defendants on March 23, 1845. (On June 1, 1048 .
both detendants entered pleas of guilty to an indictment
charging a violatfen of sec. 17 (a) of 1833 act. Ses table
. 27.) September 11, 1945 &nal judgment as to both de-
. . fendants entered by consent. Closed.
Cohen (Frank), et al_..ooooeeens. - 3 | Eastern District of | Dee. 11,1045 Injuaction by consent, December 11, 1945, Closed,

Pennsylvania.

Hec. 10 (b) and rule X-10B-5,
1934 act.
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Tiversifipd Fund Corp., et al

Fidelity Ageney Ine.etal .. __

Financtal Service Tne, et 8l ____

Gentile Joseph ML) cmoeeoe.
Great Western Gold and Silver

Mines Corp, ot al,
Qrcenfleld (.e'xlbert M. Yoetal ...

Hirseh, Jr, {Charjes 8.}, et al__ ..

Hunt (Pawl John) ... ___._____.
Mitchell (Roy Irwln).... . ___
Monjer (Flugh B.), et ol _._..___.

Motrissey (James F.}_..._.__.___.

Nevada (il Company

(=11

17

New Mesico. ...

Colorad0. e e

Southern Diistrict of
Indiana,

Southern District of
New York,
Colorado_. .o,

Fastern District of
Pennsylvania.

n

Northern Distriet of
Ohio,

Western District of
Washington.
Northern District of

Chio.
Massachugetts. ...

Northern District of
Texas, Fort Worth
Division.

Northern District of
Texas,

Apr.

Nov.
Aug.

Tan,
Feb,
Nov.

Oct.

Dec.

JTune

17, 146

2,1943
21, 1945

30, 1046
18, 1946
7,1945

16,1946

. 18,1046

o
6, 1045
27,1642

11,1945

18, 1946

Sees. 17 (1), 22(9) apd (1), 1 and
36, 1540 ac!

Sw-: 17 {8} {1}, {2) and (3), 1833

S(.ca 17 () (2) and (3}, 1933 act,
and secs. 15 {c) (1) and 10 (b},
1934 set.

Sec:Q ;0 (tb) and rule X-10B-5,

See, 17 {8), 1833 ack. .. _._..._...

See. 10 (b) and rula X-10B-3,
1934 acl,

Bee, 7 (e} (1), 1934 act, and
regulation T,

Sees. 5 (a) (1) end (2), 1933 act__
See. 10 (b) and rule X-10B-5,

1934 act.
Boe, 54{n}, 193300t ...

Sees. §(a}, 17 (a) (1), {2) snd (3),
1933 act.

See. 17(2), 1934 act

Judgment Apr, 29, 1046, enjoining Morone from acling o3
trustee of Diversified Fund Shares, a trust fund regis-
tered as an_ investment company and sponsored by
Diversificd Fund Corp. Diversified Fund Corp. was
alse enjoined from serviog or acting 85 investment ad-
viser, principal underwiiter or deposilor af Diversifed
Fund shnres, A receiver was appointed for the assets
of both ihe trust fund and the sponsor corporation to
hold the property and assets of the corporation subjeet
to the order of Lhe court for liquidation snd distribution.
Pending.

Injunctinn by consent Tan. 4, 1844, as to 4 delendants;
pending as to defendant Erwin,

Injunction by consent, Aug. 28, 1945. Closed.

Injunction by consent, Jan. 30, 1046. Closed.
Injunciion by consent Mar, 11, 1946. Closed.

Action charging that defendants violated the (rund pro-
vision ol the 1934 net o purchasing the debentures of
Albert M. Greenfield & Co.  Action dismissed on Com-
misson’s motinn upon filing of a stipulution io which
defendants aprend to furnish awdits of its books te the
indenture trustes for the years ending 144 and 1945; to
Mmrmsh eemes of its certified annuaal reporls, mc]udmg
balunee sheet s, profit and loss statements and olher data,
te debenture holders; to offer to rescind its purchases of
debentires since March ”? 1945; and to comply m the
future with rule X-10B-5 Closbrl

Aclion Lo enjoin rlerendanr,o [rom viclating the margin and
special casn aceonnts provisions of regulation T, Prelim-
inary injupction entered November 16, 1945 against
Brown and First Mahoning Co. Hearing oo final in-
junction penrling.

Injunction by consent, February 18, 1646, Closed.

Closed.

Case continued to awalt outcome of U S v. FHugh B.
Monjer {The Mantle Club). (See appendix table 27
on idictments,) Pending.

Injunction granted December 18, 1945, Closed.

Injunction hy consent, August 6, 1945,

Action for a mandatory injunction directing defendant ta
produce for inspecticn and examination all books and
rocords roquired to be made and kept parsuant to rules
X-17A-3 and X-17A-4 adopted under sec, 17(a} af the
1934 act. Pending.
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TABLE 26.—In1unctiue proceedings bhrought by Commission, under the Securities Act of 1938, the Scc{crzties Ezxchange Act of 1934, the Public
Utitity Holding Company Act of 1936, the Investment éompany Act of 1940, and the Investment Advisers Aci of 1940, which were pending
during the fiscal year ended June 30, 1946—C(Entinued

FPrincipal defendants

fendants

United States
District Oourt

Initiating
papers filed

Alleged violations

Status of cnse

Okin (Samuel). eovemieieea

Otis (Edward V.), et al.a.o....

Pulver (Milton E.)....-.. PR
Sharkey (Mourlce A) .o o ceas .

gound Citles Gas & 0il Co,, Ine..

Transamerica Corp.,etal .

L

Trapp (Patrick A.) oo

Western Tin Mining Corp,, ot al.

-

10

-

-

oy

L]

Southern District of
New Yaor

Seiuthern Distelet of
New York.

Western Distrlet™ of
Washington.
Western,  District Zof
Washington.

Northern Distriet of
Washington,
Dalaware . .o.ooooo—.

North Dakota__....._.

Eastern Distriet of
Yirginia.

Oct. 4, 1944

Oct. 24,1844

Nov. 19, [§45
Oct. 11,1945

Oet, 10, 1045
Apr. 16, [§46

June 12,1046

Tune 11,1946

Sec, 14(a) and regulation X-14,
1034 act; See. 12(c) and rule
U-61, 1935 net.

Secs. 7{a}, 17{a) and 30, 1934 act.

Sce. S(ay, 1933 act. .. ...
Rule X-17A under the 1934 ach_.
See. 5 {a), 1933 act. ..

Sec. 14 (a) and regulation X-14,
193¢ act.

Secs, 17 (a) and {3), 1933 =et;
secs. 15 {a) and 15 (e) {1), 1934

Baes. 5 (a), M7 (8} (1}, {2} and

(3}, 1033 nct.,

Action 1o restrain defendant from exercising any power
conferred in proxies selicited by him in connection with
the annual meeting of stockholders of Electric Bond &
Share: Co. in violation of see. I4(a) of the 1934 act and
rule X-14, and see. 12(e) of ithe 1935 act and rule U-61.
Preliminary injunetion granted October 11, 1944 re-
straining defendant from use of proxies obtained in
violation of law and regulstions, Oplnion by Bright, J.
elendant's time to answer extonded to December 27,
1845, Peading,

Action 1o enjoin defendants from viclatlng sees. 7(a),

17(a), and 30 of the 1040 act and abtain appointment of 8~

receiver. Defendanis ngreed to reorgonize to eliminate

abizses ermplained of and action thereafter dismissed on

July 3, 1645 by Commission on stipulation, Closed,
Injunctizn by consent, November 19, 1945, Closed.

Final judgment, December 3, 1045, dlreeting defendant o
produce for inspection and examination all books and
reeords requzired to be made and kept pursuant to ruiles
X-1VA-3and X-1TA-4. Closed.

Action te enjelt sale of oil pnd gas Interests in violation of
the registration provisions of the 1933 act. Pendin%.

Action to enjoin defendants from  wiolating regulation
X-14, adepted under sec. E4 (8) of the 1931 act, in faillng
to present o stoekholder's proposals to the seeority
holders of Transaruerica Corp,  Order entered April 22,
146 directing defendants, after the transaction at the
meeting of husiness not ander ehallenge in the cotaplaint,
io adjourn meeting for a 30-day period or longer, as the
court may order, during which time the couri would
make a determination rn]garding the wpplicabllity of
rule X-144~7 to the relusal of the defendants te present
a stockholder's proposals iu its proxy soliciting material.
Pending.

Action to enjoin defendant from viclating the registration
pravisions of the 1934 act as well as tha fraud provisions
of the 1933 and 1634 aets. Motlon by defendant to dis-
miss complaint pending.

Pending. (Injunction by ¢onsent was entered on July 8,
1946, closing easc.) .
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Wight (Tohn), et_al, (Mondakota
Development Co,}
Wix (Ernest 1), et al

W.J. Howey Company, etal.__..

Young {Ledlic W.), ct al. (The
8. T. Jackson & Co., Inc.).

p()

Montans._..._.___.__.

Northern District of
Illinols Eastern Di-
visiotl.

Southern District of
Florida.

Northern Distriet of
Qhio. ’

Dec, 16,1841
Oct. 18,1944

May 16, 1644

Get. 16, 1945

Secs. 5 (a) {1) and {2) and secs.
17 (a) (2) and (3), 1933 act,
Becs. & (a) and 17 {a), 1933 act ...

Ree, 5 (a), 1933 act

Sec., 7 {c) (1), 1934 act

Injunction order entered on consent and stipulation, Sep-
tembor 20, 1945, Closed. )

Action to enjoln defendants from selling undivided inter-
ests in i and pas leases in violation of secs. 5 (0} and
17 (a) of the 1833 act. Final injunction by consent as to
defendants Martin, Shekleton, and Vo Martlnitz, Dee.
1, 1944, Hearing on motion (or preliminary injunction
a3 to defendant Wix. Generally continued on March
13, 1#5. Pending,

Bupreme Court of the United States on May 27, 1946 re-
versed rulng of Fifth Circuit Court of Appeals which
nad affirmed district eourt ruling denying an injunciton.
Petition for rehenring and motion for stay of mandate
filed June 15, 1946. Pending.

Action to enjoin defendants from violating the margin and
special cash accounts provisions of regulation T'. Pre-
liminary injunctions entered Movewber 18, 1843 against
Brown, First Mahoning Compsany, and The S. T.
Jackson & Co., Ine. Hearing as to Young pending.
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TABLE 27.—Indiciments returned for violalion of the Acts administered by the Commission, the Mail-Fraud Statufe {Sec. 338, Tille 15, U. 8. ),
paré in the invesiigation and development of the case) which were pending

and other related Federal staiutes {where the Commission took

during the fiscal year ended June 50, 1946

1 Number of United States Indietment
Name of case 1. defendants District Court returned Charges Status of case

U. 8. v. John L, Applebaum, 11 Western District of | Sept. 11,1942 | See. 15 (a) 1834 act. .. ooeoooan Aug, 17,1943, defendant Harrison’s bail fixed at $5,000 on Buffalo
et al. (J. SBamuel Wacker, New York, indietment. Pending.
et &l.)} .

2 T do..... [P N do...__. See, 17 {u) (1) and 5 {a) (1) and
I 21, 1933 act; secs. 83 and

318, title 18, . 8. ©.
[ 20 I s [o RS SN do..__....| Conspiraey to viclate seg, 17

(b}, 1933 act.
) 3 - L+ [ T I doo...._ See, 17 (), 1033 act. . _____..
U. 8. v. Henry L. Baker_.____ 1 Southern TDiistrict of | Mar, 25,1939 | Secs. 17 (a) (1) and (3), 1933 | Defendant not apprebended. Tending,

s California. aet; sec. 348, Litle 18, U. 5. C,

U. 8. v, Leslie 3. Bowen, et 3 | Western Distriet of | July 12,1944 | Sees. § {a) (2 snd 17 (a) (1), | Bowen convieted after trial on Mar. 1, 1945, and sentenced to 3

al. {Bowen Industrles, Inc.}. Missouri, 1433 act; sec. 338, title 1E, vears’ imprisonment. Notice of appeal filel. CCA-8
U.5.C. aftiriied conviction, Petition for eertiorari denied Apr. 29,
1046, I'e surrender to United Steles marshal June 16, 1946.
i 2 codefendants were acquitted, .
U, 8. v. James F, Boyer, et al_. 2 | Bouthern Distriet of | Feb. 23,1945 | See. 17 () (1}, 1831 act: secs, | Pending, .
Florida. 58 and 338, title 18 U, 8. C.

U. 8. v. Edmond B. Bronson, 8 | Southern District of | Mar. 8,1930 | Secs. 3{a)(1} and (2) and 17(a} | Judgments of convietign as to Bronson and the Coronado
et anl. (Bagdad Copper New York, - (E), EB33 mct: secs. 8BS and Dévelopment Corp. affirmed by CCA-2 on Dec. 14, 1044,
Corp.). . 338, title 18, U. 8. C. Appeal of the Weatherbee Provess Corp. dismissed. Five

defendants had heen convicted and one defendant acquitted.
Case pending as to Themas, who was granted severance,
. Previpusly, indictment dismissed as to ene defendant.
U. 8. v. Charles J. Callanan. . 1 { Massachuasetts. ._____. Mar. 28,1046 | Sees. 17(a) and 32(a), 1933 | Defendant apprebended and pleaded gulty to both indict-
- act; rules X-17A-3 to X- nients. .
17TA-5,1934 act. .
b A (R« I P I do.____..| Bec. 338, title 18, U. 5. O______ June 13, 1946 placed or probation for & years on cotulition that
le make vestitution to deframled investors.

U. 8 v. Hugh Qreer Car- 3 | Northern Distriet of | Qot. 25,1944 | Bec, 17(a)(1), 1933 act; secs. 88|  Carrithers appealed to CCA-7 and conviction affirmed, Tion.
ruthers, et al, (Neological 1linels. and 318, title 18, U, 8, C. 27, 1945, Certinrari depjed Mar. 11, 1946, Apr. 12, 1946
Foundation). - Carrutliers surrendered to be meargerated

U. 8. v. Chemical Research 3| Delawaro.ceannereees May 1,1945 | Sec. 17 {a} (1), 1833 act; sec. | Pleas of zuilty entercd June 1, 1943, hy Carroll on behall of him-

Foundation, Inc., 6t al.

338, title 18, U, 8, ©,

gelf and the carperation: holle praseaui entered as to Gilbert,
July 2, 1945, Carrull senlepeed to 2 vears imprisanment and
placed on prohation for 3 years at the expiration of the sen-
tenee.  Chemical Research Foundation, nc.. was fined
2110.00,  (See table 26 po injunctive proceedings.)
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U. 8. v. James N. Colling, et
al. (Union Associnted Mines
Company).

U.8.v. Roy E. Crﬁmmer.. et
gl. (The Brown-Crummer
Investment Ca.).

U. 8. v. Otto B. Dagg, et Bl.
(Dagg & Company, Inc.).

U. B. w.
Dnnziger, et al.
International

Ltd.).

Jacob  Morris
{Trinidad
Fotroleum

U. 5. v. Arthur E. Daye
(ArthurE Daye),
B. v. Gabrlel Diaz, et sl
(Plaquemmes Land Com-
paoy).

U. B. v. George A, Earnhard{,
et al. (Big Bend Heslty an
Development Oo., Ing.).

U. 5. v. E, M. Mclean & Co.,
‘%t tgli (Deven Gold Mines,

See footnote at end of table.

& ] Southern District of

Californla.
12 | Kansas. ...
10 |e...dooooo.. hmmmmaun .

5 | Western District of |
Washington.

6 | Bouthern District of
California.- .

1 | Southern Distrlet of

Florida.

13 | Eastern District of
Loms:annf

L - A0, e eieenene

2 | Southern Distriet of
Indiana,

2 | Enstern District  of

Michigan,
kI T [+ [ TP
13 {ceeeadOe L

" Dec, 10, 1841

Fab. 4,1042

June 29,1942

Sept. 27,1845
Sept. 4,1942

Nov. 6, 1942

Mar, 18,
1945,

e

Oct. 21, 1941

"Bee. 17 (a) (1), 1933 act; secs.

See. 17 (a) (1), of 1933 act;
secs. 83 and 338, title 18,

Sec, 338, t[tle 18, U.B.C..._

See. 17 (a) (1), 1033 sct; sec.
338, title 13, U. 8, C,

Sec, 17 () (1) and (3},1933act;
sems 08 and 338, title 18,

Secs. 5 (8) {2) and 17 (a) (I},

1933 act; secs. 88 and 338,
ticle 18, U. 8. C.

Sec. 838, ¢itle 18, U. 8. O

Sec. 17 (8) (1) 1933 Bot; gec.
338, fitle 18, U. 8. C,

Sec. 338, title 28, U. 8. O,

88 and 338, title 18, U, 8, C

Bec. 15 (a), 1934 aet. ... ————

Secs. 5 () (1} and (2), 1033 act;
sec. 88, title 1B,

Sees, 17 (a) (1) and (2), 1933

%tr:t. se(c]s 85 and 338, tifle 18,

Collins, Fischerund and Schirm esnvicted on conspiracy count
on July 25, 1944, Impositicn of scntence suspended on Ang,
1, 1644, for 1 vear. Appenls to CCA-9 were !dismissed on
Mar, 14, 1945, on greund thet order of trial court suspending
sentence without placing defendapts on probation was not 8
Anel judgment and not appealable. COa Apr, 13, 1945, chese
defendants were resectenced (o 1 year’s Imprisonment
each, exceution suspended for 2 years and defendants placed
on probation for 2 vears. "Appeal pending from Judgment
gf r?sentencing Moregan and (ordon were aequitted after

Tin

On the firse mdlctment (2517}, judgment of USDC, reversed
and cause remanded to overrule demurrers to indictment.
Petition for writ of certicrari fled on Jan. 19, 1946, regarding
the demurrers. Certiorari denfed on Mar. 4, 1816. On Juns
10, 1946, both indictmenis were dismissed on motion of U, 5,
attorney,

Convictlons obtained sgainst threa defendanta en the con-
«spiracy count, One defendant, was aequitied. Case pending
oaly as to DuVall who is a fugitive,

Danzlget, Wake Development Co. and Trinidad Internationsl
Petroleum ILid, convicted on Feb, &, 1945. Danriger was
sentenced to 15 months' imprisonment "and each of the corpo-
rate defendants was fined $2,400. These thres defendants
have filed notices of appesl. Carter pleaded gnilty to con-
spirney counton Jan, 10, 1945, and was sentencod to 15months’
imprisonment, later reduced to 60 days. Triai of 2 other
defendants pendicg.

Daya entered plea of nolo contendere, sevfenced to, @ years'
imprisonment,

Nine defendanis were found guilty on trial. Sentences ranged
from 5 years and 1 day, to 8 ¥ears. Manhzells reported de-
censed, Keifer and Addier did not go o trial, Alldefendants
who were convicted have filed motice of appeal. Second
indietment pending.

Earnbardt and Schocider were both found guitty co all counts
on June 5, 1045; Earnhardt was sentenced to § years' im-
prisonment and fined $1,000. Schoeider was sentenced to
214 vears’ imprisenment, Earnhardf filed notiee of appeal on
June 20, 1845, Feb. 19, 1946, CCA-7 affirmed conviction.
Certiorari denied on June 3, 1846,

Case pending as to first indietment, Kaulman and Niditch
were couvicted after trial on second and third indictments on
Nov. 4, 1644, Xaufman was sentenced to 7 years' imprison-
ment and fined $1,000, Niditch was sentenced to 10 vears' im-
prisonment and fired $5,000, Appeal pending as to Kaufman,
On Ocet. 3, 1344, Lewis pleaded gualty to count 3 ofsecond in-
digtinent chargimg violation of sec, 5 (a) (2) of 1933 act and to
count 4 of third indictment charging violation of sce. 338,
titie 18, U. 5. C. aad was fined $2,000.
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TaeLe 27.—Indictments returned for violation of the Aels admintsiered by the Commission, the Mail-Fraud Statute (Sec. 338, Title 18, U. 8. C.),
and ather related Federal statues (where the Commission took parl in the investigation and development of the case) which were pending
during the fiscal year ended June 30, 1946—Continued,

Corp.).

328, titlo 18, U. 8. C,

T Number of United States Indictment : .
NMame of case 1 defendants | . District Court returned Charges Status of case
U, & v. Alfred Epstein, et al. 3 | Eastern District of | June 7, 1046 | Sec, 338, title I8, U. 8, C, A.___| All defendants apprehended and entered pleas of not guilty.
Pliefler Brewing Co.), Michigan, Panding.
U. 8. v, Edgar Robert Errion, 4 | District of Oregon.._.. Oct. 17, 145 | See. 17 (a) (1), 1933 act: secs. | All defendants acqulitted by jury Mar, 15, 1948,
¢t al, (Assaciated Coos Bay : 88 and 338 title 18, U, 8, C, A.
Land Owners). )

U. 8. v. Federal Fyr-Ex Com- 4 | Southern Distrlet of | Feb., 8, 1045 | Sec. 17 {a) (1), 1933 act; sees. | Leonon pleaded puilty to all esunts and wes sentenced to 4

pany, Inc, et al, i MNew York, . 88 and 338, title 18, 0. 3, C. year<' imprisontuent, ¥earnsand Corruthers wern scquitted,
. . Indictment was dismissed as to Federal Fyr-Ex Co.

U. 8. v. Fidrlity Tnvestment 18 | Eastern District of | Dec, 1, 1841 | Sec. 17 (a) (1), 1933 Bot; Becs. | Six defendants apprehended, one defendant deceased, Pending,
Association, et al, Michigan, 88 and 338, title 18, U. 8, C. .

. 8. v. (3. E. Fisher, et al. 6 | Western Distriet of [ Feb, 8,1039 | Sce. 17 (a) (1}, 1933 act; secs, | Q. E. Fisher, G, F., Fisher, Yount, and Clausen previously
(G. E, Fisher & Co.) Wisconsin. 88 and 338, title 18, U. 8. C. .ze?t{enfgd. Dec. 18, 1945 Nerman Benson was sentenced to
N otal of 3 years,

U. 8. v. Florlda Bonod & Bhare, 5| Southern District of | Apr. 6,1044 | Sces. 17 {a} {1) snd (3}, 1633 | Motlons to dismiss and to quash the indietrment, and demurrer

Ine,, etal Florida. act; secs. 88 and 338, title 18, overritled Oct. 9, 1944. May 28, 1946 order enicred approving
U.8,C, waiver of trial by jury.

U. 8. v. Philip A. Frear, et al. 8 | District of Columbia._| Sept. 11,1942 | Sce. 17 (a) {1), 1033 act: sees. | Motion to strike the indletment as to all defendants was de-

(Pinlex Incorporated). " S8and 338, title 18, U. 3. C. nied May §, 184d. Nalle presequi entered Nov, 8, 1045 a5 to
Frour, decensed. Nolle proseyui entered Nov. 6, 1845 as ta
. Mitebell and Bouton.

U, 8, v. Mark A, Freoman, et 13 | Northern District of | Feb, 26,1943 | SBers. §8 and 338, title 18, | March 23, 1948 Freeman found cailty and Josephine Drose not
al (Consolldated Associates, Tllinpis . 8. C. guilty. Jury disagreed as to Davis, Coakley, Gordon, New-
Ine,). . berger and Berger. Qo Apr. 3, 1948 Freeman was senienced

to b years imprisonment, Freeman filed notice of appeal.
J. Samuel Blum found not gulity on nolo contendere plea,
Oo May 9, 1946 Coakley, Gorden, Newberger, Berger,
and Lonis C. Davis changed plea of not guilty to conspiraey
count to nolo cantendere, cach found guilty and sentenced to
2 years suspended and placed on probatlon, Remalning
connts dismissed ns to these defendants. Two defcodanis
previously pleaded guilly and wore sentenced, One de-
. tendant dind,

U. 8. v. James Qrvill Qallo- 5| Idaho. . ceee e Sept, 22, 1043 | Bec, 17 (n) (1), 1033 act; sees, | Smith pleaded guilty Sept. 9, 1944, was sentenced to 13 months'
way, ¢t al, (Humboldt Me- 88 and 338, title I8, U. 8, C. imprisonment, execution suspended, fined $780, and plased
tallies Corp. Lid.). on probation for 1 year. Sentences previously were imposed

' an Lwo defendants who pleaded guilty, und oang defendant
wa..i convicted after trisl.  Wov. § 1945 Fisher found not
. guiity,

. 8. v. Louls C. deorge, et al, 3 | Sonthern Disirlet of | Apr, 30,1940 | Bees. 9 (p) {1} (B) and {C), and | Ona defendant:has heen sentenced upon plea of guilty: one de-

(Automatic Products New York. 9 (a} {2), 1034 act; sers. 88 and fendent reported deceased. MNolle prosequi flled as to Kirby,

only remalning defendant.
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FI—LF—80IT

T. 8. v. Maxwell Goldberg, et
al. (Maxwell & Company,
Ined.

U. 8. v. Stauley Grayson, et
al. {Staniey Grayson Co.),

{‘3U s v. Edgar M. Grisweld,

U. 8. v, Joseph L, Hassett,et
al (W.H.Eoch Co.,etal},

U, 8, v, Melvan D, Haynes,
et al. (Benners, Owons &

0.],
U. S v. Theadore P, Helder.

et al, (American Trusteed
Funds, Inc.}.

U, 8, v. Thegdore P, Helder,

et al. (Tiblemont Biscoe
Mining, Ltd.}.
U. 8. v. Jokn Herck, et al_....

U. 8, v, Qlen Jerome Hilde-
hrand, et al I{ildebrand-
Osbarne &

U.5.v. l:.dward M HIill, et al.

T. 8. v. "lifford &. Johnson,
et al, (Cliff"s Ice Shaver).

U. 8. v. A. B. Jones, et el.
(Colonial Trading Co.).

See footnote at end of fable.

11

District of Massechu-
sefts,

Bouthern Distriet of

New York.
MNorthern District of
Ohio.

Eastern Disirict of
New York.

Eastern District of
Michigan.

Bouthern District of
New York,

Southern District of
New York,

Eastern District of
Michipgan.

Southern Dislrict of
Ilingis.

Northern Distriet of
Chio.

Montapa_._.___ PR

Mar, 20,1045

July 20,1945

Apr. 4,196

Mar. 21943

Cet, 19,1938
June 14, 1941

RN U T

June 10,1941

Tuly 30,1942

Junc 89,1945
May 21,1940

Oct. 21,1943

July 16,1935

Sec. 17 {a) (1), 1933 act; sees, 88
and 338, title 18, U. 8. C.

Bee. 17 (a) (1), 1033 net; secs. 88
and 338, title 18, U. 8, C.
See. 10 (h), 1934 act, and rule
X-14B-§ I.hur(:under. sge,
338, title 18, U. 5, C, A

Bees. 17 {a) (1} and (2], 1933
aqt; secs. 88 and 338, title 18,

Becs. 17 () (1) and (2), 1933
aot; se&s 88 and 338, title 18,

8.
Sec 1933 act; seq. BS, title
~ 18, e .

Segx. 88 and 338, title 18, U,

See, 17 (a) (1), 1933 act; sees. 84
and 338, title 18, U_ 8. C.

Sec. 17 (a) (1), 1933 act; sec.
338, title 18, U. 8, C.: and
eonspiracy to violate sees.
17 (8) {1) and 32} of 1933 act
and sec, 338, title 15, U. 8. C.

Sec. 15 (a), 1034 et ... -

Sees, 5 (n) (1) apd (2), 1933
act, and conspiracy to vio-
late this statute.

Sees. 15 (e) (13,8 {c) and 17 (a).
14934 act; secs 88 and 335,
title 18, U. 8.

Secs. 88 and 3'38,

Sec. 17 () (1), 1933 neb; secs.
83 and 328, title 18, U. 8. C

title 18,

Baes. 5 (a) and 17 {a), 1933 act;

sres, 88 and 33§, title 18,
U.8.C.

Carroll pleaded guilty and was sentenced to 3 years. Maxwell
& Co. found guilty and fived $100. Maxwell Goldberg found
guilty and sentenced to 2 years.

Berman and Graysen plead not guilty.
plead guilty.

G:l-:sn old apprehended and ¢ntered plea of not guilty, Tend-

ng.

Hassett pleaded puilty as charped.  Peckard and Guest pleaded
gullty to conspiracy count only. Hasselt sentenced to 2
years, Packard te 1% mgonths, and QGuest to 16 months,
“I'rial opened Yune 7, 1945, as to Melerdiercks on the ¢conspliracy
eouni only, Jury found him not gnilty. Indictment pend-
ing as to remaining defendants.

Convictlons have bein obtained as to five defendants. Case
pending as to two defendants, one of whom is a fugliive,

Mande)] and Franco

American Trusteed Funds, Inc., pleaded nolo contendere to
both indictments and was placed on probation for 5 vears,
Kane pleaded guilty to consplracy count of Arst indictment,
imposition of sentence was suspended, and Kape piaced on
prabation for 2 years; the second indictment was nelle prossed
as to Kane; Heider pleaded gullty to hoth lndictroents and
wis sentenced to 6 months. Pending as to remaloing delend-

aot,
Four defendants pleaded guiliy apd have been sentenced,
nolle prosequi ms to oie, pending as to four defendants,

Pending. -

Hildehrand pleaded guilty to see. 17 (s} of 1934 met, placed on
probation for 5 years on condition that he make restitution
to a victin., Pendine as to two defendants.

Ten defendants have pleaded guilty and have heen senienced,
Sept. 11, 1942 Lewis given suspended sentence of 3 years and
placed on probation for that peried. Pending ag to Gould.

Marie Erdall found guilty June 30, 1945 upon plea of nolo
contendere &nd sectenced to 14 months' imprisonment.
gemence suspecded and defendant placed on probation for

years.

Apr, 4, 1846 grders entered dismissing indictment ageinst A. B.
Jones and M. J. Jones, only remaining defendants. Indict-
ment previously dismissed as to eight codefendunts and nolle
prossed as to 8 dereased defendant.
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TanLE 27.—Indiciments relurned for violation of the Acts adminisiered by the Commission, the Mail-Fraud Siatule (Sce, 338, Title 18, U. 8. C),
part in the investigation and development of the case) which were pending

and other related Federal stalutes (where the Commission ook

during the ﬁsca; year ended June 30, 1846—Continued.

Number of United States -+ ' | Indictment a
Name of case ! defendants Distriet Court returned Charges Status of ease

T. 8, v. Rebert H, Kells, et al. 4 | District of Columbia.| Feb, 16,1843 | Sce. 17 (a) {1), 1933 act; sec. | Pending.

{Natlonal Reference Li- i | 338, title 18, U. 5. O.

brary Corp.). - : .
U. 8. v. George A, King, et al. 3 { Bouthern Distriet of | June 22,184 | Sees, 17 () (1) and 5 (a) (2), | King and Wernea convicted after trial on May 26, 1845, Bonds
v (Crow Oil & Refining Ce., Illinois. 1933 act; see. 335, title 18, pending appesl were ordered 1o the amount of $2,500. Indict-

Ad.). . : U.5. C. . ment dismissed 85 to Johnson.

U. S. v. Maurice M. Leavitt, 6 | Western Distriet of | Nov. 16, I943 | Section 17 (a) (1), 1933 act; | Luhin pleaded guilty to mail fraud count, sentenced to 12
et al. {Lakemoor Develop- ‘Washingien, . ‘| secs. 88 and 338, iitle 1§, months’ imprisoument, execntion suspended, plaeed on
ment Co.}. U.B.C. probation for § years and fined $1,000. Indictment disniiseed

. as to Robert and Howard Leavitt. Pravionsly, prineipal
* . defendant M. M. Leavitt pleaded guilty and was sentenced.
Luhin hgd probation reveked due to fsilure to pay fine.
Bench warraot issued on Feb. 4, 1846, Indictment dis-
missed as to Stevens an Nov. R, 1543,

. 8, v. Liggeit & Myers 3 | Eastern District of | Apr. 27,1845 { Sees. 13 ard 32, 1934 act; sce. | Nolle prosequi as'te Carroll, deceased, and Andrews. Mar. 4,
Tobacge Co., et al. (Lig- Pennsylvania. &8, title 18, U. 8. C. . 1846 Ligzett Myers Tobaeco Co., Bned $10,000 gn nolo con-
gftt]‘;z Myers Tobacco Co., . : . : tendere plea. .
et al.). o

U. 8. v. Harry Low, et al. 2 | Eastern Distriet of | Feb. 3, 1939 | Sec. 17 (a) (1), 1033 act; sec. 333, | Pending.

El‘mn;un Valley Distillers Michigan. title 18, U. B. C.
arp.}.
U. 8. v. Bart Cecil Luecas_ ... 1 Sola\xrther{} iaistrict of | Aug. 19, 1942 | Bee. 338, title 18, U. 8. C___.__ Delendant apprehended Apr. 1, 1845, Pending.
. ew York., | '
U, 8, v. Harry J. Mallen 1 | Northern Distriet of | Mar, 15,1940 | Sec. 17 (8) (1), 1033 set;see. 338, | Pending.
(8anta Cruz). Hlinois. title 18, U. B. C.

U. 8. v, Frank Maosfleld, ct 11 | Western Distrlct. of | Aug, 8,1944 | See.17(n) (1), 1933 zct; secs. 83 | A1l defendants wece found guilty on Apr. 25, 1945. Sentences
al. {Central Becurities Co., Texas. - and 238, title 18, U. 8. C. ranged {from 3 years and 3 months to 5 years and 3 moenths
et al.), . imprisonment, and ) of the defendants were fined 31,000

rach. All of the defendants have appealed. Bailey died
, Mar. 6, 1946. Judgment of district court affirmed by CCA-5
on May 23, 1846
. U. 8. v, Kenneth B. Martiz, 1 | District of Columbia._| Sept. 16,1041 | See. 17 (s} (1), 1933 aet; sees. 88 | Case pending as to’ Martin, Levant (a fugitive) and Sarshik,

et al. {Memorial Estates).

U, B.v. R, A, McArthur__...

-

‘Western Distriet of
Arkansas.

-Aug.

20,1841

and 338, title 18, U, 8. C.

Bac. 338, title I8, U. 8. C. .. ...

who I3 preseatly incatcerated 1 a United States penitentiary
on another charge. Sarshik withdrew plea of guilty and
entered a plea ot aot guilty, Previously four pther delenidanis
pleaded guilty and were sentenced.

Indietment dismissed on Aug. 28, 1945,
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U. 8. v. Hugh B, Monlar, et
al. ({The Mantle Club).

U. 8, v, Lloyd T. Moorc, et al.
(Fitsum Mining Co., et al.).

U. 8. v. Thomas P. Mulvaney,
ot al, (M. & L. Oil Syndi-

cate).
U. 8. v. Frank Anthony Ohl-
man, et al. (A. J. Harris,

.

U. 5, v. The Penleld Co. of
California, et al.

U. 8. v. Jacob Perlman. ...

U. 8, ¥. Petroleum Finauce
Corp., et al. (Fetroleum
Finance Corp.).

U, B. v, Eldridgo 3. Trico.....

U. 8. v. Frank V. Raymond.-.

U. 8. v. Charlea Thelman
Riee, et al. (Parquay Roy-
alty Co., Inc.).

U. 8, v. Frank I, *van, et al,
E}Rc)suarch and Investment
0.).

Lo

12

Delaware____._.......

RSO [

Montana cueacaeonaa..
Soutbern Distriet of
Iown.

Bouthern Distriet of
Mississippl,

Southern District of
California,

Southern District of
KNew Yaor

Bonthern District of
Calilornia.
District of Kansas.

Maryland. ...,

1
New Mexico. ...

Eastern  District of
North Carolina.

May 26,1942
Sept. 22,1042

June 18,1943
Qcb. 31, 1945

May &5 1043

Sept, 29, 1944

Nov. 51047

Tan., 11,1046

Mar. 19,1045
Mar, 13,1945

Mar. 9,1944

Bept. 21,1942

Sec. 17 {a) (1), 1933 act; secs. 88
and 333, {itle 18, T, 8. C.

Consplracy ta violate sec. 338,
title 18, U. 8. C

Secs. b (a) (1) and (?) and 17
(a) (1), 1933 act; secs. B8 and
338, title 18, U, 'S, C.

Ser. 17 (8) (1)) 1083 BC6-oo ...

Bee. 17 (a) (1), 1933 act; secs.
8% end 338, title 18, U. 8. C.

Sec, 17 {a8) (1}, 1933 act; secs.
88 and 338, titde 18, U. 5. C.

Sees. 80 and 231, title 18,

Sec. 17 (a) (1), 1933 act; sec.
338, title 18, U. 8. O.

Sets. 5 (a) (2) and 17 (a}, 1933
act;sec. 338, title 18, U. 8. C.
Bee. 17 (a) (1) 1933 nct. sers,
88 and 338, tlile 13, U.8.C

Bee. 17 (a) {1). 1933 net; sec.
338, title 15, U, 8. C.

See. 17 (a) (1), 1023 act; sees. 88
and 333, tlt]eﬂS. .8.C.

Judgmentis of conviction of all defendants on frst Indictment,
gnd seven defendants on sceond indietment, affirmed by
CCA-3 on Dec. I, 1944, Certiorari denied May 2f, 1945,
Second indictment previously dismissed as to one defend-
ant and three defendants apquitted.  Fuly 12, 1945 order
denying petiticns for reductions, suspension, and madifica-
tions of sentences of all defendants In Hrat indictment. Apr.
8, 1416 order overruling motion to dismiss petition for writ of
error coram nobis of Jones. Pending.

Pending,

Lennon presently serving sentence imposed {n Federnl Fyr-Ex
case. All defendants bave been arralgned and entered pleas
of not guilty. Tending.

Ohlman and Calhoun pleaded gnilty May 2, 1944, and ench sen-
tenced to 5 years imprisonment. Sentences suspended and
placed on probation for § years. Huhein V. Johnson pleaded
guilty Nov. 6, 1944, and sentenced to 11 months. Sentence
suspended and defendant placed on probation for 11 manths
to comwence the dale of the expiration of his present sentence
on another charge. Indictment pending as to Martin.

Apr. 10, 1945, Indiptment dlsmissed as to Marlowe. On May
31, 1945, the court direcied verdict of sequittal as to T'he Pen-
fiecld Co, of California, Black, and Young on grounds of
insufficiency of evidence and dismissed the indietment as to
The Penfield Co. of Ohis, Aung.1, 1945, indictment dismissed
as to Bourboa Sales Corp., the remaining defendont,

FPerlman pleaded not guilty Sept. 9, 1943, and changed plea to
puilty on Dee. 6, 1945. He.was fined 1,000 and given 1 year
gnd 1 day suspenr]ed sentence and p]aced om probailon for

YORTS.
All defendants acquitted by Jury.

Pending.

Nov. 2, 1945 Raymeond cntered ples of guilty to 17 (a) (1) and
sco. B8, title 18, U. B. G, Sentenced for 1 vear and 1 day and
finad $1 000,

Afl defendants convieted afier trial on Aug, 28, 1944, Rice
appealed and on May 15, 1945, CCA-10 reversod conviction
as to him.  Rice retried on mail fraud on July 30, 1845 and was
acquitted,

Nov. 5, 1845 Ryan, Kent, and Oshorne each sentenced to 1 year
and 1 day on neolo contendere ]%lcas 1o charges of violating
1933 act and sees, 37 and 216 of Federal Criminal Code, ate.
Sentence suspenderd and placed o probation. Martin fined
$1,000 on same ¢harges, .
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TaB1E 27.—Indiciments returned for violation of the Acts edministered by the Commission, the Mail-Froud Statute (Sec. 338, Title 18, U. 8. C),
and other related Federal statutes (where the Commission look part in the investigation and development of the case) which were pending
during the fiscal year ended June 30, 1946‘-—-Coutinugd.

MNumber of Unitod States Indictment
Nnme of case ! defendants District Court roturned Charges Btatus of case
V.8, v, Herman L, 8chah, et 2 | Eastern  Distriot of | July 51945 | Sec.238,tit]e18,U.8,C._.._...| Both defendants apprehended and pleaded not gulilty,

a}.) {Herman L. Schuh, et

al.). )

U. 8. v, C. Milton Smith, et
al. (North Penn Oil Lands,

Ine.).
V.8, v, Edward ], Stoll, et al,
(Multi Metals Corp.,etal.).
U.s. lv. Arthur G. Thurmon,
et al,

U, 8. v. Ocle C. Walker (Ocle
C. Walker).

U. 8. v. Arthur Brisecoe Wil-
5oL,

V. 8. v, Edwin Paul Wood-
man, et al. (Edwin Paul

- Waodman,),

U. 8, v. W, R. Hempstead
Co., et al.

s

[~ =

-

-]

[

Virginia.

Southern Distrlot of
New York,

Southern District of

owa,
Massachusetts.. ____.

Naorthern District of
Texas,

Northern District of
Itlinois,

District of Massachu«
settg.

Rhode Island. .. _.....

Nov. 7,131

Nov. 30, 194&
Jan. 19,1839

Feb.

Jon.

B, 1946
17,1946

May 186, 1645

Apr.. 19,1045

Secs, & (a) {2} and 17 {a) (3),
1933 act; secs. BS and 338,
title 18, U. 8. C,

Bee. 17 (a) (1), 1633 act; sec. 338,
title I8, U, 8. C.

Bee. 17 (a) (2}, 1933 act; secs.
88 and 338, fitle 18, U, 8. C,

See, 338, title 18, U. 8. O ..

Bec. 17 {a) (1), 1833 act; sce.
338, title 18, U. 8. C,

See. 17 (&) (3). 1833 act; sec.
15 (¢) {1}, 1934 act, and rule
X-15C1-2

Bec. 17 (a) (3), 1933 act; secs.
15 (¢} (1), 17 {(a} and 32 {n}
and rules X-15C1-2 and X-
17A~5, 1934 act; and con-
spiracy to violale thess
statutes,

Jam, 16, 1996 Smith scntenced to 8 months and placed on pro-
hatloh for 2 vears ot expiration of service of 6 months, Mar.,
20, 1948, Remaining defecndants nolle prossed. .

Pending,

chinson‘fleaded guilty on Juoe 12, 1845 and sentenced to 1

year and 1 day. Sentence suspended and defendant placed
on probation for 2 years commencing after completion of a
sentence being served under another eharge. Case pending
a3 to Thurman, whose ttue name is George M. Ssunders,
who has not yet been apprebended. Previously, Lineoln
pleaded guilty and was sentenced.

Walker entered plea of nole contendere and sentenced to 18
months, suspended and placed on probation.

May 20, 1946 Wilson changed plea to gullty and sentenced to
2 years. June 16, 1846 sentence reduced to 1 day conditioned
2pon restitution.

Both delendants entered plea of gullty. Woodman sentenced
to 4 months' and Lathrop to 2 months' imprisonment.

Apr, 25, 1945, all defendants pleaded not guilty, Jan. 1, 1946,
vordicts of guilty entered co all counts. Hempstead sen-
tenced to 15 mounths, Margaret O'Meara Lo 1 year and ! day,
ggﬁ%es O'Meara to 1 year and 1 day and Hempstead Co. to

ne,

! Parenthetles] roference is to the name under. which investigation was carried prior to indictment.
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TapLr 28— Petitions for review of orders of Commission under the Securiltes Act of 1933, the Securities Exchange Act of 1934, the Public
Utility Holding Company Act of 1935, and the Investment Company Act of 1940, pending in circuil courts of appeals during the fiscal
year ended June 30, 1346

Petitlonor

United Btates eireuit

Initiating
papers filed

Nature and bistory of case

Status of case

American Power & Light Co.;
Electric Power & Light Corp.

American Power & Light Co.;
Florida Power & Light Co.

Arkansas Natorsl Gas Corp____.__

"Harry C. Blatchle

(;Iew England
Public Service Co.).

court of appeals
First.coeuasenmmiceane.
[ | SR PP
\
Fitth .
FIrsty e vremenrnnan

Oct. 20,1942

Feh. 51944,
Fah, 251944
June 8,1944
Dee. 2,1845

Petitlons to review Commission orders requiring dissolution of hoth
companies under see. 11 (b) (2} of the 1835acl.  Cases consolidated by
stipulation. Constitutlonality of see. 11 {b) () challenged. Orders
stfirmed on Mar. 17, 1844 (141 F. (2d) 606). Rehearing denied
Apr, 18, 1944, Petliion for certiorari {uncpposed by Commission)
fied June 16, 1944, and granted May 28, 1845 (65 Sup. Ct. 1400).

Pelisloner, parent of Florida Power & Light Co., sought review of Com-
mission urder under 1935 act requiring changes in Florida's accounts.
CCA dismissed petition June 19, 1844 on ground that petitioner was
uat ‘‘persen agerieved”” by arder withln meaning of act and had no
standing to sue {143 F. (2d) 250}, CCA reversed by Supteme Court
June4, 1945, and case reinstated in CCA (65 Sup. Ct. 1254). Dec. 12,
1915, cases consclidated by stipulation. .

Petition to review order under sce. 11 (b) (1) of 1935 et directing petl-
tigner, a registered holding company In Cities Service Co. system, to
divest itselfl of oil production, transportation, refining, and marketing
business as lagking neeessary statutory relationship to its retainable
gas utility business. Mar, 22, 1944, opinion handed hy CCA whereby
the petition to modify or set aside the crder of the Commission is
denied. Rehearing denled May 15, 1046, Tetition for certiorart filed
June 24, 1346.

Petition to review Commissioner's order, dated Oct. 11, 1945, approving s
lan ungder see, 11 (e) of the 1935 act for reorpanization of New England
ublic 8ervice Co, The plan, which had been prapesed by the com-

pacy and approved subject to district court enforcement, provided for
the sale of certain assets of NEPSCO to specifted purchasors st a fixed
price. On Qot. 26, 1945, U. 5, Distriet Court (1), Maine) entered
order enforcing plan and plan was fully consummated.The Commiss
sion moved the CCA to dismiss the petitions for revlew on ground that
Commission's erder was ai no Lime subject to direct review in a CCA
under sec. 24 {a} of the 1935 act, but was subject to review only in dis-
trict court 11 (e) enforeement proceeding, and that insofar ps petiticners
have standing to challenge plan, their rxclusive remedy I3 to appeal
from the district court's erder, Petitioners subsequently applicd to
COA for leave to addues additional evidence pursuant tn sec. 24 {a}
of the act, The Commission opposed these applications te adduce
additional evidence suleiy beeause such applieatinns are ancillary to
the initial petitions for review over which CCA has ne jurisdiction,

Pending in Suprema Court.

Pending,

Pendlng in Supreme Court,

Pending.
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TaeLe 28.—Pefitions for review of erders of Commission under the Securities Act of 1953, the Securities Exchange Act of 1934, the Public

Utility Holding Company Act of 1955, and the Investment Compony Act of 19

year ended June 30, 1946—Continued

40, pending in circutt courts of appeals during the fiscal

Petitionet

United States elrcuit
court of appoals

Initiating
papers filed

Mature and bistory of case

-

Status of case

Maurice A, Bowers and Theron A.
Woodsum {Central Maine Fow-
er.Co.}

Chenery Corp., et sl.; Federal
‘Waeater & Gas Corp.

Clty of Worth Miami Beach v,
Federal Water & Qus Corp. and

L]
Eascern Utilities Assoclates ...

.

‘Enginects Public Serviee Co., etal.

- Allen L. Goldfine

Court of Appeals for
the District of Co-
lumbia

Court of Appeals for
the Distriet of Co-.
lumbia,

Feb, 16,1045

Mur, 22,1943

Sept. 21,1945

Aug. 28,185

Nov., 14,1842

.

Dec, 10,1945

Petition to review Commissinn’s order dated Dee. 19, 1944 under sec.
11 (o) of 1935 act approving plun for Yiquidation and disselution of Part-
land Railroad Campany, 8 statutor subsidiary of Central Maine
Power Co., on grounds of Cormmission’s lack of jurisdiction, and in-
vasion of petitioner’s property rights. Callateral ltigation pending
in Supreme Judivial Court of Maine involves similar attack upon
Conunission's jurisdiction, and,seeks to set aside various transactions
consumnmiated under plan. Upon state court’s refusal to consider case
during pendencey of Federal wetion, petitionors agreed te withdrsw
petition for review.  Petitloners’ motion te dismiss filed June 26, 1545,

Plan of reorganization of Federal Water Service Carp, under sec. 11 {e)
of 135 act, approvid by Commission Mar. 2¢, 1931, provided pre-
ferred stock acquired by management doring period it was proposing
various plang of reorganization be limited in participation te cost plus
4 pereent interest. Pefition for review filed O¢t. 24, 194, Commis-
sion's order in this respect reversed by Court of Appeals {or District
of Columbia Apr, 27, 1042 (128 F, {2d) 03). Suprema Court modified
decision and remanded ¢ase Feb, 1, 1943 (318 U. 8. ). On remand,
Commission reaftirmed earlier deelsion, Feb. 7, 1945, Petitions for
review of second order flled Mar, 22, 1945, .

Petition to review Commission otder pranting Federal Water and Gas
Cuorp an exception from the competitive bidding rule {U-50) under
the 1035 act in selling its security interests in a subaldiary ges company.
Orderafirmed Oct. 15, 1945, .

Petition to reveiw Comimission’s order denying effoctiveness to declara-
tion filed parsuant to rule U-65 under the 1935 act regardlng the pay-
ment of 8 sum in excess of §1,000 for services in soliciting proxies. Upon
motien made by petitioner the petition was dismissed on May 29. 1445,

Pelition to review Commission's orders, dated Sept. 1, 1942 and Oct, &,

1942, under sec. 1t (b) (1} of 1835 act._requiring divestment of certain

engineers’ propertios and interests, Coustitutionality of sec. 11 (h) (1}

chaltznzed, Order upheld by Court of Appeals for the District of

Columbia except as to eonstruction of “other businesses™ eclauses of

gee. 11 (3 (1) po which order set aside and case remanded, Nov,

22, 1943 (138 F. (2d) 836). Commisslon’s petition for certiorari (fled

Jan. 8, 1944) and engineers” petition fer certiorarl {fled Jam, 27,

1644) bolh granted June 5, 1944 (322 1], 8, 723).

Petition to review Commission’s order, dated Oct. 11, 1945, approving
2 plan under see, 11 (e) of the 1934 act for regegaaization of New
England Fuhlic S8erviee Cp. ‘The plan. which had been proposed hy
the company snd approved subject to distriet eourt enfercement,
provided for the sale of certain assets of NEPSGO to speeificd pur-
chasers at a fixed price. On Oct. 26 145, U, 8. Distriet Court {D.

Petition dismissed July 2,
1945,

Pending in Supreme Court.

"Closed.
Closed.

Pending in Suprems Court.

Ponding.
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Ellzabeth C. Lownsbury, ct al. v.

C. and Tha Common-

wealth & Southera Corp.

Nationol Assoeiation of Securltles
Deealers, Inc., In Re.

. Norriz & Tirschberg, INC.u.enann-.

‘The North American Co_.oaeeno o

Samuel Okln (American & For-
elen Power Co,, Inc., and Else-
tric Bond & Bhare Co.),

31100 T P,

Court of Appeals for
the District of Co-
lumbia,

Second. ...

Aug. 83,1845

Feb, 20,1916
.:prr. 20, 1946

June 12,1042
Aug, 2), 1942

Mar, 22,1044

Petition to review

Petitions for review filed Oct. 26 and 27, '1944.

Maine) entered order enforclpg plan and plan was fully consum-
mated. The Commission meoved the CCA to dismiss the petitions
for review on ground that Commission's order was at ne titoe subject
to direct review in a CCA. undar sec. 21 (a) of the £935 act, but was
subject to review only in distriet eourt 11 {e) enforcement proceeding,
and that insofar as petitioners have standing to challeoge plan, their
exclusive remedy is to appesl from the distriet eourt’s order. Deti-
tioners attbsenuently applied to CCA for legve to adduce additional
evidence pursuant to sec. 24 {a) of the act. The Commission opposed
these applications to adduco additional evidence solely breause such
applications are ancillaty to the initial petitions for review owver

which CCA has no jurisdietion.

ommission orders approving plan .of Commons
weslth & Southern under see. 11 {e) of the 1935 act.  Potitioners also
moved for s stay of ali proceedings pepding review by the Circuit
Court. The Commissior moved to dismiss the petition and peti-
tioner's motion on the ground that the orders were mterlozutory.'
Stay denied and maotion to dismiss granted Sept. 11, 1945, Re- hear-
ing denied, Oct. 2, 145, Jan, 15, 1945, Certiocarl denied Jan. 2, 1946.

Petition for review flom Commission's failure to enler a formal order in

connection with its decision nol to disapprove certain amendments
to the NASD rules under ths 1934 act.

Pelition to review Commission erder revoking broker.dealer reglstra-

tron for violation of the antifraud provisions of the Securitics Aet of
1933 and the Sccurities Exehange Act of 1934, L

Commission's orders
under see. I1 (9) of 1933 act required North American to eonflne
itsellto single integrated public utility electricsystem in Sk, Louisares
with certain related incidentsl businesses, North American petitione:
for review on ground that see. 11 (b) (D), if construed to permit sueh
orders, was unconstitutional. Upeon siipalation, two petitions consoli-
dated by order of court, Orders affirmed by CCA, Jan. 28, 1843
(133 F, (2d) 148). Certiorarl granied Mar. 1, 1843 (318 U. S, 750).
Briefs flled on merits, but argument delayed pending quorum of jus-
tices qualified to hear cass. Querum attained and case returned to
docket May 28, 1945, Decision rendered Apr. 1, 1946, belding see., 11
(b) (1) constitutional. .

Petitioner, minority stoekholder of Edectric Bond & Share Co., sough

review of order undoer 1935 act, involving Bond & Shars and Amerigan
& Foreign Power Co., Inc. ils subsidiary. Commission’s motion io
dismiss, on grounds petitioncr had ne standing to sue unless he could
show compliance with rules governing stockholders’ derivative actions
and that petition was frivolous, denied July 10, 1944 (143 F, (2d) 945).
Rehearing denied, July 22, 1944, Commiission’s second moticn to dis-
miss denied without opinion, Dee. 2, 1044, Certiorari granted
Mar, 12, 1945 (85 Sup, Ct. 838), CCA affirmed by Supreme Court,
June 4, 1645 (65 Sup. Cf. 1254), opinion areended cn Jupe 18, 1945,
‘Thereafter, CCA affirmed Comrmission’s order on merits, Mar, 2, 1944
{154 F(2d) 27). (Alterthe closeof the fiseal year Okin filed s petition for
2 writ of vertiorari.)

Closed.

Closed.

Pending.

Closed,

FPending in Suprems Court.
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TasLE 28.— Petitions for review of orders of Commission under the Securities Act of 1933, the Securities Exchange Act of 1934, the Public
Utility Holding Company Aect of 1935, and the Imvestment Company Act of 1840, pending in circuit eourts of appeals during the fiscel
year ended June 30, 1846—Continued

Petitioner

United States circuit
aourt of appesls

Initlating
papers filed

Nature and history of case

Htatus of case

Samopel Okin (American & For-
eign Power Co,, Ine., and Elec-
tric Bond & Share Co.).

Samuel Okln (American & For-
eign Pawer Co., Ine., and Elec-
tric Bond & Share Co.).

8amuel' Okl (Electrle Bond &
Bhars Co., Elsotric Power &
Light Corp,, and United Gas
Corp.).

Samnel Okln (Electric Power &
Light Corp., and Misslssippl
Power & L&ﬁt Ce.b.

June 23, 145

Oct. 15, 1HE

Sept. 20, 1944

Oct. 20,1944

Petition to review order under 1935 act dated Apr. 23, 1945, permitting
postponement of maturity date of a $3,000,000 noie owing from
American & Forclgn Power Co,, Inc,, to it3 parent, Electrie Hond &
Share Co. The proceeding invelved issues identical with those raised
in petition for review filed Mar, 22, 1944, CCA affirmed Commission's
order Mar. 2, 1948 (158 F, (2d) 27). After the closo of the fiseal year
Okin filed & petition for & writ of certicrari.

Petltion to review order under 1835 act, dated Aug. 7, 195, permlitiog
postponement of maturity date of & $3,000,000 note owing from Armeri-
can and Foreign Powar Ca., Inc., toils parent, Electric Bond and Share
Co. The procceding Involved issuvs identieal wlth those ralsed in
petitlon for review Bled Mar. 22, 1944, CCA affirmed Cominission's
crder Mar. 2, 1946 (154 F, (24} 27}, After the close of the fiseal year
Okln filed a petition for a writ of certiorari.

Patition tc review order of 8ept, 7, 1944, approving reorganization plan,
under sec. 1i (e} of 1035 act, of United Gas i
tion Electric Power & Light Corp. and Elsetric Bond & Share Co.
jolmed. Commission gought dismissal on ground that order approving
seg. LI (e} plan may not bo raviewed by CCA where plan is subject to
distriet court enforeement. Petition dismissed (148 F. (2d) 206). Oxn
Qkin's petition for gertlorarl, Commission cononded that CCA might
have jurisdiction with respect to portion of order relating to Bond &
Share’s use of prossads from reorganizetion plan—this grouny for re-
view baving previpusly been obscured by prolixity of petitioner's
papers. On June 18,1948, wrlt of certiorari granted, limited to question
whother that part of Commisslon’s ‘order which licensed Bond &
Bhare’s use of procecds can be raviewed only under sec. 24 (a) of 1935
act, Judgment vacated and cause remanded for that purpose.- (68
Sup. Ct. 1560.) Subsequently, upon Commission's motion, CCA
eutered an order vacating the earlicr order of dismissal and reinstating
the petition for review to the litnited extent that it Invelvod an appeal
{rom that portion of Commission’s order relating to Bond & Share's
use of proczeds (rom reorganization plan (Jan. 15, 1046),

.Petition to review order under the 1935 act, of Aug. 21, 1945, aﬁproving

joint application and declaration by Electric Power & Light Corp.
and its subsidiary, Mississippl Power & Light Co., Inscfar as such
approval related to eanceltalion of certain preferred shares of Missis-
siphl theretofore acquired by Electrie. Order under review is related
to ordoer of Commission dated May 13, 1944, involving same parties,
affieraed by CCA, Dec. 1, 1944, in Okin v. 8 E. (. (145 F. (2d) 613).
Stipulatlon of diseontinuance Aled May 9, 1946,

prp., in which peti-.

Pending in Supreme Court.

Pending In Supreme Court,

Panding in CCA.

Closed, ™~

002

- NOISSIWINOD EDONVHOXHE NV SILLIYAIES



Samue]l Qkin (Flectric Power &
Light Corp., and Arkansas
Paweat & Light Co.). s

Rando]sah Fhilips {(The United

Randolph Phillips (The United
Corp.).

Randolph Phillips.ooooeeeeoan.

Albert 8hassol {Commonwesalth &
Bouthern Corp.)

Washinpton Railway & Eleetric
Co., et al.

Second.___..__.....-..

District of Columbla__

Nov. 15,1844

Dac,

Tung 15, 1045

Dac, 4,194

Sept. 15, 1845

June 12,1942

Peatitlont to review orders under 1935 act, Issucd Sept, 16 and 20, 1044,
approving joint application end declaration by Electriec Power & Light
Corp. and its subsldiary, Arkansas Power & L(iight Co., lnveiving
capltal contribution from parent to subsidiary and recapitalization of
subsidiary. Petitioner is common stockholder of Electric Bond &
Shere Co., parent of Electric Fower & Light Corp. Stiputation of
disgontinuance filcd May 9, 1946,

Plan of reorganization of United Corp. under sec. 11(e) of the 1835 act,
fnvolving exchange of Philadelphia Electric Co. common stock and
cash for certain preferred stock of United Corp., approved by Commis-
sion In orders dated Novw. 24, 1944, and Nov: 20, 1944, challenged by
petitiopers, inter alla, sn grounds: (1) failuze of plan te provide for
staockholder approval or distriet ¢court enforcement; (2) appliention of
“fair and equitakle' standards governing compulsery reorganizations
te plan involvirg voluntary exchanges; and (3) failure to provide ade-
%uate represetitation on board of directory to minority stoekholders.

CA-2affirmed orders of Commission (153 F. [2(1) 27). Petitions for
certiorari denjed June 3, 1846.

Pian of reorganization of United Corp. under sae. 11(e} of the 1935 act, in-
volving exchange of Delaware Power and Light Co. common stock and
cash for certain prefersnee stock of United Corp., approved by the
Commission in orders dated May 22, 1945 and Tung 8, 1945, challenged
by petitioners, inter alia, on grounds: (1) failure of plan to provida for
stockhelder approval or district court enforcament; (2) application of
“fafr andiequitable” standards governing compulsory reorganizations
to 8 plan invelving s voluntary exchange; and (3) failure to provide
adequsterepresentation on board of directors to minority stock-holders.
Petition dismissed upon autbority of similar ease in 153 F. (2d) 27.

Petition to review order under sog, 11 (e} of 1936 act ap) Cl)roving plans of
reorganization of MNiagars Hudson Power Corp. ita subsidiary,
Buffalo, Niasgaraand Easiern Power Corp. Challenged oo the grounds
that the Commission is without stalutory authority to approve propo-
sals fn an over-all program for complying with see, 11 of the act that
temporarily perpetuste pyramiding and also create a new complexity.
Commission’s order affirmed on July 10, 1946.

Petition to review Commission apders approving plan submitted by The
Commonwerlth & Southern Corp. under sec. 11 (e) of the 1935 uct. to
effect compliance with the requirements of the Commission’s order of
April 9, 1942, which was entered pursaaat to sec, 11 (b) (2) of that act.

Oan April 14, 1842, the Commission, under sec, 11 (b) {1} of 1935 act, ordervd
North American Co. to divest itsell of interest in certain-named sub-
sidiaries, inclnding petitioners, and ordered petitioners to divest them-
sclves of certain-named subsidiaries. On Juue 12, 1942, Nocth Americon
filed petition for review in seeand cireuit and potmoners tled petition
for review in Court of Appeals for District of Columbia. On Ang. 8,
1642, Commission filed certified transeript of record in second circuit.
o avoid review of order by iwo courts, Comrmission on Aug. 20, 1942,
fételd ngw_t.iuu to dismiss petition in Courl of Appeals for District of

alumbia,

Closad.

Clpsed,

Closed.

Closed.

Pending.

Oct. 7, 1942, motion to dfs-
miss’ dented snd order
stayed pending disposition
Elf North American's poti-

no.
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TaBLE 29.—Conlemp! proceedings pending during the fiscal year ended June 80, 1946
Part .—CIVIL CONTEMPT PROCEEDINGS

Principal defendants

Nunber of
delendants

United States distriet
. wourt

Initiating
papers filed

- Btatns of case

Artemisa Mines, 1.td., and Oliver

C. Kendall.

The Penfield Ca. of California.. ..

b3

—

Arizong . cooieeooiooo

Southern District of
California,

June 28, 1443

Jag. 24, 1945

Order Novw. 15, 1943, adjndging Olhver C. Kendall, president of Artemisa Mines, Lid.,
rn Arizona corporation, in contempd for failure to comply with order of court duted May
18, 143 requiring {he eorparaiien to produce certain decuments and papers. Defendant
Kendall presently out of the United States. Pending. (See appendix table 33 on actions
to enforee subpena.) ,

Qrder Feb, &, 195, directing A. W. Young, secretary-treasurer of Penfield Co. of Cali-
furma. to show cause why an arder shwild not be issued holding bim in eentempt of court
for failure to comply with order dated June 1, 1943. Young appeured .on Feb. 28,
1945, and waived personal service.  OnJuly 2, 1945, an order was entered adjudging Young
in contemnpi and fning him $50. On Sept. 13, 15, order entered by CCA-8 denying
Commission’s application {or Jeave to fle a petition for a writ of mandamus against the
district ¢ourt judge. On Sept. 26, 1945, notiwce of appeal frem erder of July 2, 1045,
fining Yeoung $50 for contempt was filed by Commission to COA-9. On June 25, 1946 an
opinion was rendered reversing the order and remanding the case to district court for un
ardet requiring Youny’s imprisomient to compet his obedience to the order to produce the
deermuents in question. Pending. (Seeappendis table 33 on actions to enforee subpena.}

PART 2—CRIMINAL CONTEMPT PROCEEDINGS

Williamn W, Mesel, Jro ...

PeulJobonHunt___._._..._..._.

iy

-

-

Western Distriet  of
Michigan.

Westorn Distriet of
Washington.

Mar, 2, 1945

June 4, 1946

Petition for rule to show canse why defendant should not be held in erimioal coatempt of
courl [or violation of an ordier and decree ol tourt isseed December 20, 1841, enjoining
W, W. Mesgel, Ir, irom violuting sec. 5 (8) of the 1933 ael,  On Apnl i7, 1945, Mesel lound
guiliy of contemupt and fined 31,200, On April 18, 1945, Mesel paid fine in full.

Anplication for order {o show canse why defendant should net ba held in eriminal eonternpt
v

for the viglatton of an order of court issued Februury 18, 1946, June 11, 1946, slipnlation
agreciug that facts of case may be considered by court at the hearing,

TABLE 30.—~Actions against the Commission or employees of the Commission lo enjoin enforcement under the Acts administered by the Commis-
ston, fiscal year ended June, 80, 1846

Namc of case

United States district

court

Initiating pa-
pers filed

Nature of ease Status of ease

Wational Associntion of Securi-
ties Dealers, Inc., In re.

Southern District of

New York,

Jen. 3, 1940

Petition and roequest for an ordsr to show cause why the Commission

Withdrawn January 39, 1046.

should not be required (o enter an order in connection with its decision
not Lo disapprove the adoption by the National Association of Seeurilics

Deaters, Ine., of certain amenidments to its bylaws.

(S8ee In 1e¢ Na-

tional Securities Dealers, Ine., in iable 29.)
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TaBLE 31.—Cases (ofker than rearganization cases under Chapler X} in which the Commission parlicipaled as infervener or as amicus curige,
pending during the fiscal year ended June 30, 1546

Name of case

Court

Brief filed

Tistory and nature of case

Status of case

The American Distilling Com-

ny, et al. v. Russell R.

Iown,

[y

Aunburn Savings Bank, et al,

V.

n

Portland Railroad Com-
any, et al.

CarlJ. Austrian and Rohert
G, Butcher, as ‘Trustees of
Central States Tleetric Cor-

ki

oration v. Harrison Wil-
ams, et 8l

N.Y.Supreme Court;

Appe!late Division

Bupreme

Ceurr. and N. Y.
Court of Appesls,

Supre'me Judicial
Court of Maine.

U. 8. Distriet Court
( N.Y).

Qct. 5, 1944; Mar. 1945;
and Sept. 1945,

June 25, 1045____......

Nov, 8 1945 ceaeees

Motion to dismiss action in N, Y, Supreme Court for recovery of “‘short
term' tracling profits uoder sec. 16 (b) of 1834 act on ground that see, 27
of act vests Federal courts with "'exclusive jurisdiction” of all actions
under act, Seg. 16 {b} refers to “‘court of competent jurisdiction.” On
Oct. 5 1944, Commussion fled brief a5 amicns curise construing juris-
dieticnal language in sec. 16 {h) in light of qualilving provisions of sec.
27 and supporting exclusive jurisdiction of Federal eourts, Motlon 1o
dismiss granted Dee. 12,1944 (31 N. Y. 8. 2d 614). In May 1845, Coin-
missich filed brief as amicus curiae in appeal to Appellate Divislon of
N, Y. Supreme Court, Judgment affirmed May 4, 1945 (54 N. Y, 5.
od 855). On Ma¥ 25, 1945, plaintifis appealed t0 N. Y. Court of Ap-
peals. In September 1945, Commission (led hrief as smicus curiae i
%uppﬂi*g{osr the judgment of the Appellate Division, Aflirmed Decen-

«+ ber 6, .

Stockbolders' suit in state court, filed Feb. 3, 1943, collaterally attacked
order 01’ Commission urder scc. 11 (@) of 1535 act, dated Dec. 19, 1944,
epproving plan for liguidation and dissolution of Rortland Railroad
Ca., aslalutory subsidiary of Central Maine Power Co. Plaintiffs seek
to st,t. aside various transaetions consutnmaled under the plan and
enjoin consnmmation of sthers, On June 25, 1545, Commission filed
brief as amicus curise noning subsequent ﬁ]msx (un Feb, 14, 1945) of
petition for review of Commission’s arder in CCA-1, and taking posi-
tion that, under 1935 act, state court lacked Junsdmtmn Lo enjoin or seb
aside transaetions involved, or to issue decren inconsistent with Come
mission’s order.  Petition for review in CCA-1 dismissed on motion
of petitioners Fuly 2, 1935,

Trustees of debtor Central States Electric Corp,, sppointed by U. 8,
District Court in Virginia pursuant to ckapter X of the Bankruptey
Act brought suitin New York Federal court Lo recover from defendanis
who, as officers, directors, controlling stockholder of debtor and in
other eapaclties, had allepedly defrauded and otherwise wronged the
corporation, Action wasinstituted following investigation by trustees
under Bankruptcy Actand pursuant to order of chapter X court, No
silegation of diversity of cilizenship or reliance thercon to establish
jurisdiction, Defendants moved Lo dismiss on rrounds tbat (1) Federal
court in New York lacked jurisdiction and (2) cause of aciion was
barred by New York State statule of limitation. Commission Aled
memorandums as amicus curige in oppesitipn to delendants’ motions
for dismissal and summary judgment taking position that jurisdictipn
was conlerred upon eourt, by Bankruptey Act and see. 24 (1) of Judicial
Cade, that State statute of limitations was not spplicable, and that
such actlon is not barred nntilaiter discovery of canses of action which
have heen raudulent]y concealed by delendants.

Distriet court dismissed ecomplaint bolding that it had no Jurisdiction.
Ag to statute of limitations, court stated it would have denied motion
on this ground heeause issues of fact would bave to be determined before
lepal questicn eould be desided.

Closed.

Pending.

Agpeal pending in CCA-
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TaBLE 31.-——Cases {(gther than reorganization cases under Chapler X) in which the Commission pamc:pated as miervener or as amicus curice,
. pending during the fiscal year ended June 30, 1846—Confinued, - .

Name of casa . Court Berief filed History and nature of case Status of cage
Continental Bank and Trust | U. isr.rict Court | July 16, 1945 and Sept. | On Oct. 18, 1944, trustee nuder indenture qualified under Trust Iriten- | Qlosed,
Com% ny of New York v. ( R L)L 28, 1645, ture Act of 1939, instituted action against debtor for aceumuliated over-
The First National Petro- due interest. Defense ralsed that, pursuant to permissive indentura
leum Trust (Sadie L. Aber- Pronsion taken [ram sec. 316 (&) (l) of the 1639 act, authorizing major-
son, ot al., Interveners). to direet indenture frystec os to "“time, method aad place of con-

ductmg any proceeding,’”’ majority debenture holders had directed
Botlon be Instituted on July 1, 1847, and not before, On July 16, 1945,

. . ‘Commission filed briefl as umicus curise supporing sction on ground
- that disputed prevision did not authorize majority to defeat enforge-
mebt or effect postpenement of interest payment for period sought,
First courtt caseinvolving construction of 1939 act, Decision rendered
Mar. 4, M6, ot piaintiff.

William M. Dederick, suing | U, 8. District Court | Aug. 8, 1942.________._ Derivative suit in U, 8, district (8. D, N. Y.) October 1941 to have the | Pending.
on behalf of himself and al . D.N.Y.. North American Co. declared agent and trustes of its subsidiary,
other stockholders of North Light & Power, in the acquisition by foriner of debentures and pre-
American Light & Power . . farred stock of its subsidiary at prices below principal amount and
Ce. v, The North Ameri- liquidation value; to compel parent to sell and subsidinry to reacquire
, ecan Company and] North stock at their eost priec to parenf; and for an aceounting. Light &
Amerfean Light & Power Power moved for dismissal of nction, Commission filed brief es amicus
Co, curine (In sapport of dismissal) to show that Commission has primary ) '

Jurisdleiion tn hear and determine the quucs, and why court should
not take Jurisdiction thereof. On Mar. 8, 1940, Commission had
. Instituted proceedings under 11 (b) (1) of 1935 et with respect to
North Amerlean and subsidigries; including Light &' Power, On
Dec. 2, 1941, Commissien had instituted proceedings under 11-{h}
g) of 1035 acl; with respect to Light & Powor. On Dee, 30, 1941,
ommission_ordered winding up of Light & Power.- Jan. 12, 1943,
motlon to dismiss denled on ground that complaint does not seek
tgatldation of Light & Power but activn is stayed until determination
of the proceedings before Commissicn.

Btella Qratz v. Edward N. | U. 8, Disirict Court | May 20,1046 ________. Sult to recover groﬁts from short-term trading by an Insider under sec. Do.
Clanghton, et al, (8. D.N. Y.} 13 (b} of the Securities Exchango Act of 1934, Defendant moved to
N dismisg for improper venue. Commission flled memerandum ln sup-
° port of venue as lald.
George C. Holmherg, et al, v, | U, 8. Cireuit Court Jan, 1046 Suit in equity brought in Federal district court by creditors of insoivent | Closed.
Charles Armbrecht, ¢t al. Joint Stock Land Bank to enforee linbility upon bank stockholders

[mposed by Federal Farme Loan Act, Trefense-that {1} state statute of
limitation of the forum barred such an action after 10 years and (2)
plaintifis were barred by laches, Distriet {8, . N.Y.) rejected both
defenses and cotered Judgment for plaintiffs, Judgment reversed by
CCA-2on July 13, 1845 (150 F. (2d) 829). Petition for certiorari granted
Nov, 19, 1944, CCA reversed Feb, 25, 1946,
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Ilinois Towa Power Co. v,
North American Light &
Pawer Co.

Marjorie I). Kogan v, David
A, Hchulte, et al.

Louis Oppenheimer, et Al v,
F. J. Young & Ca. Ine,
et ak,

Park & Tilford, Inc, ¥. D,
A, Bchulte, Trast,

U. 8. Distrlet Court
(Distriet of - Dela-
WATE).

U. 8. THstrict Court
(8. D.N.T).

‘Court of Appeals for
" the 8econd Cirenit.

.U, 8. Distrigt Court

e L IN. X

Feb. 13, 1943 (motfon
to intervene).

Mar. 1945, and Apr.
16, 1945,

Mar. 31, 1944

0Qct. §, 1945  cnunnmnnen

Suit againsi plaintitl’s parent, Light & Power, alleging over-reaching by
parent. Commission meved {for leave to intervene and for stay, on
ground, Inter alia, that seg, 11 proceedings pending before it under
1935 act with respect to Light & Power invalved the same parties and
same claim and would digpese of Issuesin case.  Intervention permitted
and stny granted, Aug. 27, 1443,

Action instituted Sept. 12, 1944 under sec. 16 (b) of the 1934 act to recover
profits recelved by oilicer and director ob ““short term” trading in Com-
bany’s sceuritivs in coolravention of the act. On Mar. 14, 1945, plaip-
titf moved (or partinl summary judgment for profit realized on sale of
common stock acquired on option to convert shiares of preferred atock,
Commissioa flled briefs as umicus eurine on proper construction of sec.
15 (b). Ddistrict court, although denying motion for partial surnmary
judgment due to difliculty of determinibg recaverable profit on avall-
able evidence, held that cxereise of eonversion optien was nenexempt
“purchase’ and that such construction did not reader statutory pro-
vision uneongtituticnal,

Clasg action by fortner holders of bonds of foreign municipality, charg-
ing defendants with damages arising out of alleged violations of 1934
act in connection with repurchases of bonds, District court held cotm-
plaint did oot state class aetion within Federal Rules of Civil Proce-
dure and dismissed complaint insolar as Lt seught relief for ciass, Qo
appeal to sccond circuit, the Commission filed brief gs arnicus curiss
tnking position that use of class action was necessary and proper for
effective prosecution of civll actions under 1934 act. Opigion rep-
dered Ang. 1, 1944, reversing the Judginent of the distriet esurt and
sustaining plaintifi’s right to bring the suit as a ¢lass of action under
rule 23 (a} (3).

Action brought Nov. 17, 1944, agalpst plaintifi’s principal stockholders
under see, 16 (b} of the Securities Xxchange Act of 1934 to recover
profits realized from the purchase and sale within § moenths of com-
mon stock of plalntiff. Commisslon, as emleus curize, fied hriefl tak-
ing position that the aequisition of common stock by conversion of
preferred is a “‘purchase" within meaning of act. The United States
intervened in support of eonstitutienality of section. On Sept. 13,
1945, Marjoric ID, Kegan, a minority stockholder, sought leave to in-
tervene as party plaintiff, supported by Commisslon brief as amicus
curiae. Interventlon was deried on Qects 23, 1945, and Kogan ap.
penled,  ‘Trial court entered judgment for plaintiff oo Jan. 3it, 1946,
from wkich defendant appealed. Kogan then sought leave in the
Cireuit Court of Appeals, Beeond Cireuit, for leave to intervene. sup-
ported by Commission as amicus cariae. Leave was granted on Mar.
23, 1946, and the appeals by I ogan end defendant were censolidated,

Pendlng,

Pending.

Closed.

Peonding,
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TapLE 31.—Cases (other than reorganization cases under Chapler X) in which the Commission participoled as intervener or as amicus curidge,

pending during the fiscal year ended June 30, 1946

Name of case

Courf

Brief filed

Histery and natire of case

Status of case

Alfonse Balmone v. Knoxville
Qas Co., et 8l

United Funds Manpgemont'
Corp., Batkrupt, In‘re.

i

Kenoeth 5. Wyatt, ot al, v.-
Mﬂ]lmlm A, Armstrong,
et al.

U. 8. District Courl

(N. D, Tenn.).

. 5..Distrlet Court
Ma).

(W

N. Y. Supreme Court.

. D Mao.).

June 19, 145 ...

Mar, 19, 1045, -

Nov, 26, 1045.__.__._.

In compliance with Comrcission's order under sec. 11 () (1) of 193] act,
dated Aug. 17, 1943, requiring Cities Power & Light Co. to divest itself
of boldings in Kooxville Gas Co., on Jan. 2, 1945, latier ngreed to sell its
assets to city of Knoxville, Tenn. PlalohtE, preferred stockholder of
Knoxville Gas Co., brought suit for injunction against sale, for appoint-
ment of receiver, and for judicial determination, inter alia, ¢f redative
righis of creditors and stockholders.  Commissioh petitioned for leave
to intervene on ground that judicial determinalion sgught would affect
Commissian's administrative functions undersee, 11 {d} ank (e) of act,
Sapyporting brief filed June 19, 1945. On Jupe 28, 1945, injunction
against sale denied, proceeds of sale ordered paid into regisiry of court,
and Commisgion granted leave tointervene, hut decision reserved oo
yuestion of whether, under 1935 nct, Commission or district court has
p;'im]ary jurisdiction to determinc relstive rights of parties to proceeds
of snle. :

Corporailon filed voluniary petition in bankruptey Sept. 30, 1642, and
edjudicated bankrupt Oct. 1, 1942, Debtor 15 investment company
which, prior to Investmeni Company Act of 1840, issued several series of
face smount certificates pursuant Lo scpacate eollateral trust indentures
seeuring payment thereol. Commission is participating in proceed-
ings a5 amicus curiae by invitation of the court. Hearing to determine
nature and extent of certificate holders’ ¢laimsg and seciznity therefor
beld Mar, 8, 1845. Commission flled comprehensive briel on these
lssues, On Apr. 20, 1945, court issued memorandum opinion and
order directing partial distribution. Final distribution of eash sur-
render values, as daterminad by coart, and interim pavoents directed
by July 21, 1945 orders, amended Auvg, 25, 1045,  Final decrees [neorpo-
raling orders issued Aug. 27, 1943, In sddition to briefl dealing with
problems of distribution, Commission has fled briefs to assist court
on other questions.

In October 1945, petitioners sought an order to set aside the election of
directors and officers in Third Avenue Transit Corp, and to require a
new election, on the ground thut the election had been procured by
fraud, Onc charge was that proxy soliciting material sent to corpora-
tion’s security halders violated the Commission's proxy ruoles in that
bona fide nominees for office of ditector were not named in the proxy
statement. The Commission, as amicus enrine, took the position that
the allegatiens In the petition, if true, disclosed violations of proxy rules
X-14A-1, X-14A-2, and X-14A-5 which might be a relevant con-
sideration i determining whether fraud was commitied undegr New |
York law, On Dee, 3, 1945, the petition was granted.

Pendlng.

Pepding.

Closep.
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TaeLE 32.—Actions to enforce voluntary plans under Sec. 11 {e) lo comply with Sec. 11 (b) of the Holding Company Act of 1985

Wamie of ¢ase

United States District
Court

Initiating
papers filed

Status of case

American Power & Tight Qo____________._.

American Tiilitles Service Corpo... .. ..

Tentral und South West Utilities Co,, et’al.
Cenirel Siates Power & Light Corp_._.

Crescent Publie Bervice Co,etal _._______
Community (as and Power Co., et al.
Electric Bond & Share Co......_.....
Electric Bond 4& Share Co., et 8], ..
General Cras & Electric Corp., etal.
Great Lakes ULility Co.oocvveecnnas eean

Illingis Traetion Co
The Laclede Qas Light Co

Minnesota Power & Light Co., etal. __ 2
New England (ns and Blertric. Associal‘.wnh
New Epgland Power Association, et al

New England Public Service Co. ... ..

Matne.- .-
. Missouri.

UU

‘Nov.

Nov.,
Mar.

B, 1045
14, 145

10, 1946
14,1943

4, 1946

L ST, 1042

30, 1945
May 31,1944

Jupe 7,18945
June 24, 1946
Mar. 15, 1'6

Ust. 15,1945

Order Nov. 28, 1945, approving plan as fair, equitable, and approprlate. Order Dee. 21, 1845
appreoving atnenided sappleinental plan as fair, vquitable, and apropr.ate.

Crder Apr. 21, 15, appreving plan s fair, equitahle, and nppropriate. Sept. 14, 1945, First and
Fipal Report of American Utihties Service Corp. fled in the recapitslization proceedings.
Order entered apmoving report and discharging the assels of the corporation fram the juris-
dietivn of the court,

Order June 18, 1446, approving plan as fair, equitabls, and appropriate.

Order Jan. 6, 1944, approving plan as fair, equitable, and appropriate. Supplementsl order
g.nterled %Ctﬁ 30, 1344, Supplemental order entered Dec. 27,1844, Supplemental order entered

an, 14 El

Order Feb. 21, 1546, approving plan &8s [air, eqmtable, and appropriate.

Pending.

FPending.,

Pebding.

Orders Oct. 15 and 22, 1945 approving plan as falr, equitable, and appropriate.

Order Apr. 21, 1942 agproving plan a5 [air, equitable, and appropriate. Extension of maturlty
date of compapy's bonds 1o May 1, 1944, appraved by Cemmission order Apr. 28, 1943 and by
court prder Apr. 28, 1843; subsequent. extension to May 1, 1845, approved by court on May 10,
1%44.  Another order of May 10, 1844, approved certain supervisory eontracls between a cotn-
pauy, its suhsidiaries and Stooe & Wehster Service Corp. Order Aug. 23, 1934, approving
paynient of salary to company's president.  Order Feb. 12, 1945, permltt,mg company to flle
amended plan wilh Commission. Order Dee. 28, 1945, approving sah by company of its
investment in Ohio Qas, Light & Coke Co., its subsidiary.

Order Drec, 19, 1845, approviog plan as fair, equitable, and appropriate,

Qpinion Aug. 25, 1944, appraving plan asTair, enuitable, and appropriate,  Qrder entered Dec, 4,
1944, Appeal filed in CCA~8 March 3,"1945, by Massachosetts Mutual Life Insurance Co.
Opinien Oct. 30,1945, affirming the order of the USDC, Order Nov. 28, 145, denying petition
- for rebearing. Drder Mar. 25, 1946 denying writ of certiorari.

gl’(il:]l' July 16, 1945, approviog plan as [air, c,qulmh]e und appropriate.
ending

Order .]uue T, 19-56, approving plan as fair. equitable, and appropriate, -

Ordar Oct. 25, 1945, approviog plan as fair, equitable and appropriate and enforcing said plan
Motion by l'llnT.{,llIE5 g distriek epurt, dated June 11, 1946 for Ieave to intervene for purpose of
hiz appeal from coutt's enforeement order. Maotion denied Aug. 26, 1948. On June 11, 1046,
Blatehley filect with district court petition in nature of a bill of review and a petition (or leave
to e saxd petition.  On July 19, 146, Commission filed eross- -miolion to remit said petitions
1o Commission for preliminary consideration. Blatchley joined in this motipn. The distriet
court Jdenied these motions ou July 10 and issued {ts formal order of denial on Aug. §, 1946,
Blatchley appealed from this order on Aug. 8 1948, In view of district court’s decision to
hold hearing on petition in nature of bill of review and petition for leave to file same, Blatehley
filed various moticns with CCA iucluding (1) motion for stay of district eout proccedings
pending Blatehley's applicatlion to adduce additional evidence under sec 24 {8); (2) applies-
tion for permission to disirict eourt to eniertain jurisdiction in cennection with petition In
nature of a1 Ml of review and erdss-mations, (3) application for stuy of further district court
proceedings pending appeal from order of Aug. 3, 1846; and (4) applicatfen for writs of prohibl-
11on and mandamus  Pending.

JEOJHY TVANNY HLITEML
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TanrLe 32.—Actions to enforce voluntary plans under See, 11 (€) to comply with Sec. 11 (b} of the Holding Company Ael of 1935—Contiuned

| Unlied States District Tnitiating .
Namg of case Court papors flled Btatus of ense
Northern States Power ‘Co., (Delawars); | Minnesola. . .ccovnen-- Jan. 22,1046 | Ponding.
Norihern States Power Co. {Minnesota),

Peoples Light & Power Co., et al .. ___.. Delaware.__.__._._.._.}] Oct. 11,1045 | Order Nov. 26, 1945 approving plan as fair, equitable, and apprepyiate.

Scranlt.on-Spring Brook Water Service Co.,, | M. D. P e Mar. 11,1046 | Order Apr. 4, 146 approving plab as fair, equitable, and appropriate.

et al,

Spokane Gas & Fuel Co_ .. _______ E.D Wash_ __.__..... Qct. 26,1045 | Order Pec. 18, 1945 anroving plaa as fair, equitable, and appropriate.

Btandard Gas and Electrie Coooo. .. Delaware.__....--....| Nov. 18,1644 | Opinion and decree Slad Mar. 20, 1845, adjudging that the fréatment recorded the noteholders s
not fair, but that the plan i3 fair in sll other respeets (59 F, Supp, 274). Appes] Bled by Com.
mission Mar. 26, 1845, Appes! filed Dy Standard Gas & Electric Co. Apr. 24, 1945, Appesal

f filed in CCA-3 by Guaranty Trust Co. of Now York, et a1, Apr. 12, 1845, Qrder May 8, 1945,
consolidating appeals in CCA-8. Opinion and decrec of COA=3 led Sept, 14, 145, adjudging
' that the districi court opinion be reversed and uphelding approval of the plan. Tecree lssued
by district eourt Dee. 20, 1945, adjudging that Standerd Gas bas the right to call its notes and
dnbentures and proceedings were remanded to the Commissfon, Appoal iled on Felby, §, 1046,
by Edward V. Trainor from ordor and deeree entered on Dec. 20, 1845, Order Apr. 4, 1946,
‘ gésmgﬂsﬁi”g tha appeal by Edward V. Trainer.  Petition for writs of certiorarl denled on Mar,
25, 1948,

United Gas Corp, et ale e mauenaeermmmreasr Delaware. ..o caoocee. Sept. 8, 1044 | Ordor Nov, 20, 1844, approving plan as [alr, equitable, and appropriate (53 F, 8upp. £01).  Appeal
filed in CCA-3 by Samuel Okln, Feb. 20, 1845. Pending.

Ttah Power & Light Co.,etal ... U1} T, Nov, 13,1845 | Order Jan. 14, 1046, spproving plan as [air, equitable, and appropriate.
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TapLe 33.--Proceedings by Commission, pending during {he fiscal year ended June 80, 1946, to enforce subpena under the Securities Act of
1938 and the Securilies Exchange Aet of 1934

United Btates
distriet court

Initiating
papers filed

Section of act involved

Status of case

=]
K
= Number of
P umber o
f Principal defendants defentants
'l“ Artemisa Mines, Lid., ctal..__ 2
U
@ .
The Penfield Co. ol California_ 1
Vacunm Can Co.,etal_____... 2

Arizona_ ...

Southern Distriet of
California,

Northern Distriet of
Tllinois,

Apr, 81943

Apr, 13,1943

Feb, 5, 1946

See,

See.

Bee.
2

22 (by, 1933 act . ____.

224b}, 133 act. ...

22 (b), 1933 act, and sec.
(¢}, 1934 act.

Order May 18, 1942 required Artemisa Mines, Ltd. to appear
before an officer of the Comrnission on Jzne 28, 1943, and pro-
duce the records described in subpena duces tecum.  Sept. 18,
1944, court dismissed application to enforce subpena with
respect to Minas de Artemisn, 5. A,, a foreign Corporation;
for lack of jurisdiction. June 26, 1945, CCA-9 reversed dlise
trict eourt. Aug 1, 1945 order eotered requiring Minas de
Artemisa, §. A. to respond to subpepa duces tecum. Pend-
ing. (8ee part 1 of appendix table 29 on civil cantempt pro-
ceedings.) -

Qrder June 1, 1943 required respondent to preducs beoks and
records on June §, 1943, Opinion rendered June 30, 1944 by
CCA-9 alfinning the distriet court’s order. Cerbiorari
demed by United Stales Supreme Court Nov, 6, 1044,  Pend-
ing. (Sce part 1 of appendix table 29 on clvil contempt pro-
ceedings.}

Order June 14, 1946 requicing respondent to produce documens
tary evideoce described in subpena duces tecum. Juzne 21,
1945, notice of appeal filed by respendents.  Pending.

JHOJHY TYONNY HIATIML

602



TaBLE 34.—Reorganizalion proceedings in which the Commission participated during the fiscal year ended June 80, 1 946

=
Tetition " !;Sjc]c:urilgius
3 1 ¢ and kxchangs
Debtor District court Proeeedings insiituted Particlpation ' | Commission
under Filed Approved notice of ap-
pp pearance fled
Adam Block Corp MNov, 28,1930 { Dec. 29,1939 | Request Sept. 27, 1940
Albany Hotel Corp.. ... Mar. 20, 1943 | Mnar. 20, 1943 | Motion Apr. 11943
American Fuel ang Power Co_ P Tree. 6,1935 | Treo, 20, 1935 | Reguest May 1,1940
Bueckeye Fuel Co__ ... R , 100 NDV 28,1989 (.- d Do.
Buekeye Gas Serviee Coo oL .. Do,
Carhreath Gas Co___.__._. I Do,
Tnland (Gas Distribating Co.__. ... s do. o,
Associnted Gras & Bleegric Coo___ ... Jan. 10 1040 | Tan, 10 1340 | Motion Jan. 1.5, 1840
Associaterd Gns & Electric Corp. oo oo B0 do |- do.__.... ... Ju o,
PBankers Ruilding, Ing___ Sept. 24,1943 | Oet. 5, 1943 [____. do____ Oct. 19,1943
Barlum Eealty Co..._. Aug, 17,1043 | Dec, 14,1943 | Request_. Do.
Bellevue-Stratford Co.. Oet, 30,1938 | Oct. 31,1936 |__._do__._____ Feb, 24, 1430
Brangd's Restaurant Congrol Corp Aug, 21030 | Aug, 10,193% [ Motion. Augz. 20,1938
Broadway Exchange Corp_ __ Apr. % 1942 | Apr. 9,942 | Recuest Apr. 11, 142
Braadway Garage, Ing_ Apr. 28,1948 | Apr. 26 19048 | Motion June 24, 16
Burten Coal Co_ .. Sept 7,1938 Sept §, 1938 | Request.. Oct. 11, 1443
Freeman Coal Mining Go. oo eeetloe e doo d _____________ Do.
Seymour Coal Mining CU ,,,,,,,,,,,,,,,, [ R Do.
Calumoet and Sonth Chicngo Rallway Co.. Sept. 18. 19443 Motion, Oct. 20,1944
Central States Eleetric Corp_ .o oo._ Feb. 27, 142 | Request.. Mar. 11, 1342
Crenwest Corp. .o Apr. 3,12 ] Motion. - Mar, 21, 1943
Chicago, Aurora and Eleln Haflroad Co. ApDr. 39,1945 | do.. May 10, 145
Chiearo City Railway Qoo . .. Sept. 18,1944 |_____do.. Oct. 20, 1544
Chicage, North ghore and Milwankee Railroad Co._ July 201942 |_.__do_. Mar. 81943
Chicago Railways Co_ . Sept. 18,10 |_____ do__ Uct. 20,1644
Childs Co.._____ i Aug. 27,1043 |_____ do_. Aug, 26, 1943
Commonwealth Light & Power Co___ , 19¢ June 21, 140
Inland Power & Lieht CoOrp. oo oo e oo | Octl 10,1834 )L R I do_: .. Do,
Coney Island Theatre Co. o __.____. May 11,1344 |_____do_. May 31, 1944
Congress and Senate Co. ..o . Nev. 20,1344 | Motion Jan, 3,1945
Consolidated Rock Products Co________ May 24,1935 |...._do.. July 22,1940
Consumers Roek & Qravel Co., Inc. oo ooooooeeo feoodno Q0[O Ll d ............. Do.
Vnion Roek Coo oo e emee oo 0o Ocen| 120,
Coverrd Wagon Co.__ Aug "J 1940 Aug. 30,1940 | Request_. Sept. 27, 1940
Diversified Royultlcs QOct. 4 1940 | Get.  7,1940 | Motion. . Nov. 12,1040

DHvorsified Royalties, Litd. ...
Eastern Building Corp....
80 Jahn Street Corp,.‘.
Eleven Purk Place Corp.
Embassy Co_ ceeeo .o .
Emporiam of St. Paul, Inc.____.___
Eguitable Office Building Corp

May 3,1943
Sept. 14, 1945
Dee. B, 1940
Nov. 20, 1944
Feb. 3, 1942

Sept.
Dee,

Apr. 10,1941 } Apr,

Nov.
May 7,1942

w---do
Mnay 20,1013

14,1945
19, 1940
20, 144

10, 1541

b Aug.

Do.
May 25,1043
Oct. B, 1945
Dew, 27,1940
Feb. 17,1945
12,1942

Apr, 14,1941

012
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Fitth and Piorce Co._._..-
Fort bMudisen Gas Light Co_
Foundation Propurties, Inc. -
Globe Industrial Loan Corp..
Centory Capital Corp .
Adolf Gohel, Inc_..__..___
QAramett Corp oo
Hatel Aartin Company of Utica.
Hoivls Majestic, Ine____
Indiana Limestone Curp..
Inland GQas Corp
Internationz! Mining &

Hii
Mount Gaines Mining Cao...._._.
International Power Securities Corp.

Isham Garden Apartments_....__
* Jellery Terrace Bailding Corp..
Joliet Elks Building Association..
Kentucky Fuel Gas Corp.__._.
Keystone Realty Holding Co_..
Kimbark Dlanor Realty Trust. ..

Kingston Homes Building Corp____ ...
Lorrawne Castle A partments Bulldlng Corp.

Los Angeles Lumber Produets Co.,
Lower Broadway Praperties, {oc. ..
Maier Brewine Co. oo ...
Merlinah Building Corp___ .. __._
Mliddle States Utilities Ca. (Del) ..
Middle States Utilities Co. (Lowa).
Middle States Utilities Co. (M
Midland United Co____
Midlingd Utilities Co..
Moorhead Knitting Co.
Mount Foresi. Fur Fara
Nutional Realty Trust. .
193 Realty Corp
Northern Redwood Tumber C
Northwest Carolina Utilities Co
Ohmet Fare Hegister Co
Oklahoma Railway Co.___
188 Randalph Building Corp.
P-R Holiling Corp.___..__
Penn Timber Co

Philadelphia & Reading Coal & Iren Co
Thiladeiphia & Western Railway Co

Tittshurgh Railways Co _ . .
Pittsburgh Motor Conel Co_____
Pittsburgh Terminal Coal Corp

Fittshurgh Terminal Warehouse & Trans. Co
Tlankivten Builkling Co__......__.._

Portland Electric Power Co
See footnote at end of table.
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Feh.,

Apr.
Nov.
Feb,
Nov.
Feb.
Nov,
Nov.
May
Jan,

Tu]y
May

June
Aug,
Apr.
Dee.
Apr,
July

Jan.

Ly 1an)

. 3| l'Joi) :
. 21,1944

1, 1935

Y 2% 1439
do

24, 1941
8, 1943
1001843
2, 1939
1, 1835

11,1940 |-

o0, 1945
30, 1944

5. 1042
o8, 1038

. 24, 1940

20,1940
48, 141
I, 1943

0 -
2,198

Dec, 10, 1943
June 27, 194

Apr.

3, 1939

LI, &Y, 1YL

Jan. 0, 1444

Nov. 21,1045

Cet, 18,1943

Apr. 7,1883
Do,

Oct.  1,1041
Afar. 21,1946
June 24,1939
Feb, 26,1542
Aay 12,1944
Mar. 23,1939
Augb 7,190

0.
Mar. 3,1841
Apr. 13,1043
Nov. 15,1943
Feb. 6, 1939
Mar, 28,1639
Mar. 81830

Tulv 16 1043
Do,

I,
Tan. 10,1940
Do

Aug. 81941
Sept. 28,1938
Oct, 29,1940
Jan. 81041
Apr. 13,1939
Mar. 3. 1943
May 16,1939
Got. 13,1930
Jan. 17,1939
May 2, 1942
Jan 5, 1934
Jan. 27, 1939
Janr. 17, 1940
Jan. 4, 1539
D,
Jan, 6, 1940
Jan. 6, 1G4t
Tuly 14, 1840
Apr. 16, 1939
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TaBLE 84, —Reorganization proceedings in whick the Commission parlicipated during the fiscal year ended June 30, 1946—Continued

Debtor

PDistrict court

Praceedings instituted
under -~

Petition

Filed

Appreved

Participation !

Securities
and Exchange
Comuission
notice of ap-
pearance filed

Quaker City Storage Co_ . .
R. A. Security Holdiug, Inc
Realty Associales Securities Corp.

Espade NRealty Corp [

Reymnolds Investiog Co., Tne__ ... . ___...__. D.N
Ritz-Carltan Restaurant & Hetel Co. of Atlantic City. 5.7,
Rocky Mountamn Fuael Co_ ... ... D. G
8t. Charles Hotel Ca__..._____ 8. D.
Seottish Rite Masons Asscciation W, D,
Silesian American Corp...__.. 8. D.
South State Street Building C N.D.
Sponsor Realty Co_ ... 3.1,
32-36 North State Street Building Corp.._ - N.D.
32 West Randuolph Corp__.. . ... .__... .....do
‘Thomas Allec Corp..._. N.D.
322 Eight Avenue Corp 5. D.

Trinity Building Corp.
263 Wast 38!;11 Street
Ulen & Co_ .. ..
U. 5. Rualty and Improvement Co...
Van Rensscler Estates, Ine .
Van Sworingen Corp
Clev f»]"md Terminals Buildings Corp.
Warner SugarCorp______________________
Washington Gas & Electric Corporation.
Watson Realty Co
Westever, Ine. ...
Wilkes Barre Kallways Gorporation. ... .
Wilkes Batre Railway Company . ___
Wilkes Barre ‘Trackless Trolley Company
Wyoming Valley Autobus Company.
Wyoming Valley Public Seryice Co..
‘Windsor Wilson Liguidation Trust.
York Railways Company.

=2

Dee, 17, 1941
May 7, 1942
Sept. 28, 1943
Mar, 17, 1944
Mnay 18, 1838
Jan. 17, 1939
Fohy, 12, 1944

July 29, 1941
Oct. 17, 1838
Tuly 17, 1942
Mar. 14, 1944
Anr. 15, 1948
May 12, 1939
Dec. 3, 1945
Jan. 1R, 1045
Dec. 26, 1940
June 14, 1940
Fech. 1, 1944
July 12,1985
Cef. 13,1936

June

Sept. 20, 1941

Apr. 28, 1936

Mar. 18, 1943

Tuly 1043

doo
4

r. fB,
Nov. 30,1937

Feb. 13, 1042
July 31, 1542
Sept. 28 1643
Mar. 20, 1944
June 22, 1838
Jan. 30, 1939

Teb, 12, 1944 -

Dec. 8, 1044
Apr. 9, 1HS
July 29, 1941
Oct. 18, 1938
Mar, 19, 1943
ApT. 24, 1844

May 13, 1939
Dec. 4, 1945

Jan. 18, 945 |.

Mar, 5, 1941

June i, 1940 |

Feb. 1, 1944
July 12, 1935

June 8, 1940

Sept. 29, 1941
Apr, 28, 1935
Mar. 24, 1043
med 1, 1943

v 28,
\Tov. 30 1937

Qel. 151936 (...
do.

'Roqurwl‘.
Motion. ...

Request.__.___
Motion

quest,

Motion.._..__..

- July

Jan. 28, 1942
May 22, 1942
Oct. 4, 1943
Apr. 19, 1944

Aurg. 1, 1ME
Nov, ‘29 1938
Sept. 25, 1942
June 7, 1941
May 20, 1046
June 24, 1939
Dec. 18, 1945
Feb, 13, 1945
Jan. 26, 1941
June 17, 1040
Feh, 17,1044
Tuly 22 1041
Jan, 23,1940
Do.

8, 1040
Oct. 14, M1

Z{ Jan.- 7 1030

Mar. 24, 1943
July 15 1643

Tune 12,1941
Jan. 5,143

| “Request” denotes participation &b the request of the judes; **Motion” denotes participation upon the appreval by the judge of the Commission's motion to participate in thu

proeeedings,

¢lc
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TaBLre 35 —Actions under Seetion 11 (d) of the Public Utility Holding Company Act of 1935 lo enforce compliance with
. issued under Section 171 (b) of that Act

v

Commission's order

KName of case

United States District

Court

Initiating
papcrs filed

Nature and history of case

Status

International EHydro-Electric
System.

Massachusetts. ... ..

Aug, 12,1943

Action by Commission, with consent of company, under secs, 11 (d), 18 {[), and
25 of the 1840 acd to enforce its order of July 21, 1942, requiring dissolution of the
company. The court wasasked (1) to take exelusive jurisdiction of the company
and its assets; (2) to cojoin olerference; (33 to compel compliance with the
Commission’s order; and (4) to appoint & special counsel to investigate an inter-
company claim against International Paper Co. Aup. 12, 1943, temperary order
catered by court and on Oct. 11, 1043 an interlocutory deeree and order was
entered in which court took exclusive jurisdiction, granted Injunction, and
appomnted special counsel as requesied. Nov. 13, 1841, speeial eounsel appointed
trustee of estate of company and dirceted to instilute suit on elaim agaiost
International Paper Co. Nev. 13, 1945, this suit settled, as well as two Stock-
holders’ suits against Indernational. Dec. 25, 1945, district court approved
setilernent and termination of thess suits and notices of sppeul from thisapproval
weere filed on Jan. 235, 1945, in GCA-1.

Pending.
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