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in Rio de Janeiro until January 1943. After 'World War II service 
with the U.S. Marine Corps Reserve and the Office of Strategic Serv­
ices in Rumania and Yugoslavia, he became a lecturer in finance and 
law at the Harvard, Graduate School of Business Administration 
(1946-47). From 1947 to 1955, he served as professor of law at 
Northwestern University School of Law, except for service as Deputy 
Department Counsellor for Procurement, Department of the Army, 
during the Korean "Val:, and at Columbia University School of Lft,,; 
from 'W55 to March 1961. He is coauthor of several books in' the 
corporate field, and until his appointment served as special counsel to 
:t N ew York 'law firm. He took office as a member of the Securities ' 
and Exchange,Commission on March 27, 1961, foi· the term expiring 
.Tune 5, 1961. His appointment also covered the succeeding 5-year 
term ending June 5, 1966. He was de~ignated Chairman of the 
Commission. 

Byron D. Woodside 

Commissioner Woodside was born in Oxford, Pa., in 1908, and is a 
resident of Haymarket, Va. He holds degrees of B.S. in economics 
from the University of Peimsylvania, A.M. from George Washington 
University, and LL.B. from Temple University. He is 'a Inember of 
the bar of the District of Columbia. In 1'929 he joined the staff of 
the Federal Trade Commission, and in 1933,following the enactment 
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of the Federal Securities Act, was assigned to the Securities Division 
of that Commission which was charged with the administration of the 
Seeurities Act of 1933. He transferred to the Securities and Ex­
change Commission when the Securities Exchange Act of 1934 was 
enacted. In 1940 he became Assistant Director and in 1952 Director 
of the Division (now Division of Corporation Finance) responsible 
for administering the registration and reporting provisions of the 
Securities Act, Securities Exchange Act, the Trust Indenture Act of 
1939, and, in part, the Investment Company Act of 1940. For 14 
months commencing in May 1948, he was on loan to the Department 
of the Army and assigned to duty in Japan as a member of a five-man 
board which reviewed reorganization plans of Japanese companies 
under the Occupation's decartelization program; and beginning in 
December 1950, he served 17 months with the National Securities Re­
sources Board and later with the Defense Production Administration 
as Assistant Deputy Administrator for Resources Expansion. He 
took office as a member of the Securities and Exchange Commission 
on JUly 15, 1960, for the term of office expiring June 5,1962. He was 
reappointed effective June 5, 1962 for the term expiring .J une 5, 1967. 

J. Allen Frear, Jr. 

Commissioner Frear was born on a farm near Rising Sun, Del., on 
:Nlarch 7, 1903, where he attended a rural school, graduated from the 
Caesar Rodney High School, and obtained a B.S. degree from the 
University of Delaware in 1924. He also holds an honorary degree 
:from Bethany College. An agriculturist by vocation, he has been 
active in civic and political affairs. For the 12-year period from 
January 3, 1949, he served two 6-year terms as a Senator from the 
State of Delaware in the Senate of the United States. He was a 
member of the Committee on Banking and Currency, which has juris­
diction over legislative and other matters affecting the Commission, 
and the Committee on Finance. From 1940 to 1948 he Was a member 
of the Board of Directors, Farm Credit Administration, Second Farm 
Credit District, except for a period of service with the U.S. Army 
from 1943 to 1946 in 'World War II. He also served on the Delaware 
Old Age Assistance Commission and on the board of trustees for 
Delaware State College. At present he is a director of two banks in 
Delaware, and a member of the board of trustees of the University of 
Delaware. He holds membership in the Rotary Club, Sigma Nu 
Fraternity, and the American Legion and the Veterans of Foreign 
Wars. On March 15, 1961, he took the oath of office as a member 
of the Commission for t.he term expiring June 5, 1965. 



COMMISSIONER S xv 

Manuel F. Cohen 

Commissioner Cohen was born in Brooklyn, N.Y., on October '9, 
1912. He holds a B.S. degree in social science from Brooklyn Col­
lege of the College of the City of New York. He received an LL.B. 
degree, cum laude, from Brooklyn Law School of St. Lawrence Uni­
versity in 1936, and was elected to the Philonomic Council. He is a 
member of the New York bar. In 1933-1934 he served as research 
associate in the Twentieth Century Fund studies of the securities 
markets. He joined the Commission Staff as an attorney in 1942 
a,fter several years in private practice, serving first in the Investment 
Company Division and later in the Division of Corporation Finance, 
of which he was made' Chief Counsel in 1953. He was named Adviser 
t.o the Commission in 1959 and in 1960 became Director of the Di­
vision of Corporation Finance. He was awarded a Rockefeller Pub­
lic Service Award by the trustees of Princeton University in IV56 and 
for a period of 1 year studied the capital markets and the processes 
of capital formation and of government and other controls in the 
principal financial centers of Western Europe. In 1961 he was 
appointed a member of the Council of the Administrative Conference 
of the United States and received a Career Service Award of the 
National Civil Senice Lcague. From 1958 to 1962 he was lecturer in 
Securities Law and Regnlation at the Law School of George Wash­
ington University and he is the author of a number of articles on 
securities regulation published in domestic and foreign professional 
journals. In 1962, he received an honorary LL.D. degree from Brook­
lyn Law School. He took office as a member of the Commission on 
October 11,1961, for t.he term expiring .Tune 5, H)63. 

Jack M. Whitney II 

Commissioner 'Whitney was born in Huntington Beach, Calif., on 
May 16, 1922. He attended Millsaps College in Jackson, Miss., for 
2 years, and Northwestern University School of Commerce, from 
which he received a B.S. degree in 1943. From 1943 to 1946 he was 
on active duty in the U.S. Naval Reserve, achieving the rank of 
Lieutenant (junior grade) in ,the Supply Corps. He was graduated 
from Northwestern University School of Law in 1949 with the degree 
of J.D. In law school he was an' editor of the law review, and he is 
a member of Beta Gamma Sigma and Order of the Coif. Following 
graduation he became associated with the Chicago law firm of Bell, 
Boyd, Marshall & Lloyd, of which he was a member at the time of his 
appointment to the Commission. His practice was primarily in the 
field of c~rporate finance. He took office as a member of the Commis­
sion on November 9, 1961, for the term ending June 5, 1964. 





PART I 

CURRENT PROBLEMS BEFORE THE COMMISSION 

Foreword 

Fiscal year 1962 witnessed' extraordinary activity in all aspects of 
the Commission's responsibilities. The peaks, reached during fiscal 
1961 i~ the flotation of new issues of securities, in brok'er-dea.Iers and 
investment advisers registered with'the Commission, and in the num­
ber Of customers men employed and branch offices maintained by 
securities firms were equalled or exceeded. The sustained high level 
of activity and the wide public participation in the securities markets 
continued to attract untrained salesmen as well as those who seek to 
take advantage of greater interest in investment by new and inexperi­
enced investors. These factors compelled increased vigilance in regu­
latory matters and more vigorous enforcement effort by t.he Commis­
sion and by the self-regulatory agencies of the securities industry. 

During the year the COIpmission adopted a number of significant 
statements of policy and rules. At the end of the fiscal year other 
rules which had been published for public consideration were under 
study in the light of the comments received. The number of enforce­
ment actions taken-civil, criminal and administrative-continued 
to rise.' ' 

Apart from the problems arising in the course of the regular activi­
ties of the Commission, fiscal 19G2 saw the commencement of the Com­
mission's,Special Study of Securities Markets: the first comprehensive 
study of the securities markets in more than 25 years. A sharp break 
in securities prices toward the end of the fiscal year has also required 
an examination in depth of the events which preceded and accom­
panied this dramatic price decline as well as the performance of im­
portant market mechaniRms and those professionally responsible for 
their operation. " , 

During the fiscal year, the Commission also received a report of a 
study of certain facets of open-end (mutual) investment company 
operations conducted for t.he 80mmiR8ion by the Wharton School of 
Finance and Commerce, Univei'sity of Pennsylvnnia. This is the first 
detailed study made of an increasingly important investment medium 
since the Commission's studies which preceded passage of the Invest­
nientCompany Act of 1940. 

1 
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In the paragraphs and chapters which fQllQW we refer in SQmewhat 
greater detail to. these and Qther matters which received the attentiQn 
Qf the CQmmissiQn and its staff in fisca11962. 

Special Study of Securities Markets 

The Study was authQrized by Public Law 87-196, enacted early in 
September 196.1, which q.irectecUhe CQmmissi~n ~p make ~ ,study and 
investigatiQn of the' adequacY,: lor tIle proteCtiQii Of investQrS', of the 
rules Qf stQck exchanges and natiQnal securities assQciatiQns ,and"tQ 
repQrt to. the CQngress, 0.11 91' befqr,e. Jan}Htry,3,'196.3, th~ results Qf its 
study tQgether with .its recQmITl~ndatiQns" ' 'FQIIQ'Ying 9rganir.;atiQn Qf 
th~, Study unit: ,anc~, preliminary; ana)ysis Qf ,t~le ~Qpi9S to. be investi­
gat~d, it became apparent that ,the tlWrqJ.lgh examinatiQn a~ld reassess­
ment Qf, the securities ,markets ;,which:, were cqntemplated, by the 
CQngress could be. cQmp'let~dQnly if the repQrting date we~e extended. 
Public,Law 87-561 exte1).deq. the Study to. April 3, 1963. " 

The Study, as the 8Qngress'intended, is extremeJy brQad in SCQpe. 
The effectiveness Qf ,industry sel£cregulatiQn t.hrQugh the stQck 
exchanges and the NatiQnal AssQciatiQn Qf Securities Dealers,'Inc, is 
undergQing thQrQugh examinatiQn. ,Intensive inquiries are beingeon­
dqct.ed int.Q the rules and practices Qf the stQck exchanges" including 
thQse'relating to. the rQle Qf specialists" flQor, traders an~ Qdd,lQt 
dealers. ' 
, The structure Qf the Qver-the-cQunter market ,and the adequacy Qf 
its regulatiQn,'such as cQntrQls.Qver qUQtatiQns systems"are, the subject 
Qf, a det.ailed rmriew.' InfQrmat.iQn'is also.: being gathered regarding 
t.he character Qf issuers whQse securit.ies are t.raded in that market. 
Under exist.ing law, a large number Qf t.hese issuers in whose securities 
there is a subst.antial, public ,interest. are nQtsubject to. any Qf the 
repQrting Qr Qther regulat.Qry', requirements impQsed Qn cQmp'anies 
whQse securities are,listed Qn an exchange. On the' hasis Qf t.he infQr­
matiQn gathered" the CQmmissiQn expect.s to. determine the apprQ'­
priateness ,Qf existing; distinctiQns in the reglllatiQnQf these two. 
cat.egQries Qf issuers. 

The Study is also. conducting an invest.igatiQn int.Q, the prQcess by 
which cQrpQrat.iQns dist.ribut.e their securities to. the public, and into. 
the Qver-the-co.unter trading in these securities after: distributiQn, 
including the prQblem Qf sQ-called ,"hQt issues." OthermajQr subjeCts 
Qf scrutiny include the adequacy, Qf the existing pattern Qf securities 
creditregulat.ion and any gaps and iilcQnsistencies wit.h respect to. the 
t.ypes Qf lenders and securities I cQvered; the techniques and uses,Qf 
financial. publicit.y; standards Qf entrance into. the securities business; 
and sales practices, including thQse relating to. mutual funds: , Sub~ 
stantial prQgress has been made in gathering infQrmat.iQn in all these 
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areas, through questionnaires, interviews and public hearings, and 'in 
analyzing such,information.,: 

It.-is anticipated that upon-completion of.the Study, the.present 
r~gular staff of the :Commission; and, additional personnel from the 
Stildy, will be assigned, the task of implementing the findings and 
recommendations made. " , , ' 

The Commission helieves:that the Study ,has already had a beneficial 
effect by: .stimulating. significant· developments ·in, the form of rule 
changes"the establishment of internal control procedures and new or 
improved testing and' training, programs by broker-dealers, and 
vigorous disciplinary actions by the self-regulatory ag~n~ies of .the 
industry. These steps reflect an increase'd awareness by the fuianCial 
community of its ref>ponsibilities and' have assisted in establishing a 
more salutary climate in the securities markets. The most drainatic 
illustration of this 'new climate is the reorganization of the American 
Stock Exchange. An ,investigation of ~hat Exchhnge, which had com­
menced prior t'i:> the atitllorlza,tion of the S.tudy;;was completed with 
the partici pati.on of personnel from' the Study, and a report was' issued 
on .J ariuary 6, '1962. The report' 'conchid~d; <)Ii the 'basis' of detailed' 
findings, that in the c'!J.se of th'at Exchange the statutory scheme of 
sel:f~regulation had not worked 'iii th~ni.anrier envisioned by Congress. 
Since thllt Whe, substantial cha;;'ges have occurred iI{t~~ staff, org'ani­
zation and'collstitutio.nal structllre of the Exchange. 'Tllis reorganiza.: 
tion \vas 'effected by the Excliange' itself; consistent with' the 
Commission's belief that .self-r:egulatioll could, be revitalized on a 
rea listic basis. The Commission maintained close coordination with 
the Exchange throughout the process of reorganiz~tion. . 

. . ," : 

The' Wharton School Study of Investntent ~mpanies 

·:As repOlted previously, the Commission: engaged the 'Vharton 
School of the University of. Pennsylvania to conduct a fact-finding 
study 'of the problems created by the gro\yth in size of'investment 
companies. ShOltly after the close of fiscal year 1962, the study 'was 
completed anel was transmitted to the'Commissioil which in turn sub­
mitted it, to the Committee on Interstate and Foreign Commerce, 
House of RepI·esentatives. The st\ldy'constitutes t.he most compre­
hensive ana1ysis of the mutual fund, industry since the Commission's 
study' made l1loi:e than' 20 'years ago, ptior to the adoption of the 
Investment Company Act oi1940. :It analyzes the growth,' organ~ 
ization and control, investment policy; and performance of open-end 
investm:ent 'companies or mutual funds, their impact on securities 
markets, the extent of control of portfolio companies, and the financial 
{Ind other relatiOllshii)s' of mutual funds with their investment 
advisers'ant1 principal undel'\\TiteI'I:!. \ 
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The staff of the Commission is now engaged in' an evaluation of the 
conclusions and comments contained in the Wharton School Study, in 
a study of the structure of the investment company industry general1y, 
and in a reassessment of the provisions of the Investment Company 
Act and the Commission's rules and regulations thereunder. This 
detailed analysis, together with related Commission studies now in 
progress, will aid the Commission in determining whether specific 
legislative recommendations should be made to the Congress with 
respect to the Act and what action, if any, should be taken to 
strengthen the ru les and regulations nnder the Act. 

Registration of New Security Offerings 

Although the, number, of registration, statements filed under the 
Securities Act of 1933 with respect to securities issues proposed to be 
publicly offered dropped off as a result of the market decline toward 
the end of the fiscal year, the totalmunber of statements filed during 
the year, 2,307, far exceeded that}or any previous year in the Com­
mission's history. This figure represents an increase of 26 per cent 
over the record number of statements filed in the preceding year. The 
dollar amount represented by these statements aggregated $21.6 bil­
lion, or '4.4 per ceilt more than the corresponding figure for the pre­
vious year. During fiscal year 1962, 1,815 statements relating to 
offerings of $19.5 billion' of securities became effective, also a record, 
both in number and dollar amount, as graphically shown in the 
chart on page 5. 
~he unprecedented number of registration statements filed placed 

a heavy burden upon the Commission's staff. Aside from the sheer 
volume of statements, a record number of 1,377 statements repre­
senting 60 percent of all those fi~ed, related to companies that had not 
previously been subject to the registration process. The examination 
of such statements tends of necessity to be more time-consuming than 
that of filings by issuers which have previously gone through the regis­
tration process.: 

In an effort to reduce the record backlog of registration statements 
on file, the staff of the Commission was forced to work frequently on 
an over-time basis and the Commission effected a number of changes 
in processing procedures during the fiscal year. Among other things, 
it was decided to reduce the amount and layers of review, particularly 
with respect to st.atements relating to high grade debt securities and 
those filed by public utility companies, by ~stablished companies which 
have filed financial information with the Commission within recent 
periods, and by ot.her established companies where the registration 
state!Uent is meticulously prepared and the financial statements are 
unexceptionable. The Commission also took steps to dispose of a 
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large group of statements which had been tUlsatisfactorily prepared, 
and had been on the docket for a long time without any corrective 
amendments having been filed. 
Enforcement Activity 

During the fiscal year, fraudulent sales of securities and other illegal 
practices in connection with securities transactions presented, as in 
past years, a major problem for the Commission and occupied the time 
of a large portion of its staff. As described in more detail in subse­
quent portions of this report, the Commission continued to pursue a 
vigorous enforcement program. Thus, it referred 64 cases to the 
Department of Justice for criminal prosecution during the year, con­
stituting the largest number of referrals in a single year in the Com­
mission's history, and brought 89 injunction actions. In addition, 
a total of 503 investigations of securities transactions involving pos-
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sible violations of the antifraud or other provisions of the securities 
acts were instituted, and 51 orders suspending the exemption from 
registration provided for small security issues were issued. 

Delegation of Functions 

The enactment in August 1962 of Public Law 87-592, authorizing 
the Commission to delegate to staff members certain of its functions, 
should have the effect of strengthening the Commission's administra­
tion of the various acts administered by it. When implemented, the 
proposed delegation will relieve the Commissioners from certain rou­
tine matters with which they now deal and free them to devote more 
attention to major matters of policy and planning. 

In December 1962, following extensive work by the Commission 
and at the staff level with a view to implementation of the law, the 
Commission published notice that it had under consideration the adop­
tion of rules which would accomplish delegation of various routine 
functions to certain of its staff officials, including Division and Ofrice 
heads and regional administrators, to be performed by them or under 
their direction by such persons as might be designated from time to 
time by the Chairman. 



PAR,T II 

. LEGISLATIVE. ACTMTIES 
, • J •• • 

, Early in, the' fiscal: year, the Congress passed, and the Presidelll 
signed P.ublic Law· 87~196, which directed the .Commission to make a 
study and . investigation I ,of the adequacy. of, the rules. of national 
securities. exchanges and national., securities associations.1 Sub­
sequently, 'Public La".- 87-561 extended,· from January 3, 1963 .to 
April 3, 1963; the date by. which the Commission is required to report 
to the, Congress the results of. its 'study and investigation, together 
with its recommendations. _ I" 1 

. Because of the,extensive study of the securities markets which is 
still in, progress illlder ,these, laws, .the' Com~nission' did not recom­
mend any legislative program of its own during the Second Session 
of· the 87th Congress.· Several items of .legislation suggesteq, by ,the 

. Commission· inirecent;years which have, not as yet been enacted may 
now be merged in broader legislative recornmendations growing 'out 
of the Market Study, and it was thought best not to make any piece­
meal recommendations during the pendency of the Study. It is 
unlikely that the Commission will make substantial legislative pro­
posals prior to the completion of the Study in April 1963, unless the 
results of portions of the Study should suggest certain legislative 
changes or additions which might lend themselves to separate treat­
ment in advance of completion of the entire Study. 

Apart from the authorization of the Special Study and the exten­
sion of time for its completion, the legislation enacted during this 
past year which has the most direct effect upon the work of the Com­
mission is S. 2135 which became Public Law 87-592 subsequent to 
the close of the fiscal year. This law is the legislative version of 
Reorganization Plan No.1 which was disapproved at the First Ses­
sion of the 87th Congress. 

Prior to the adoption of S. 2135 by the Senate on September 1, 
1961, the Commission submitted comments on the bill, recommending 
its adoption subject to certain suggested amendments. After its 
adoption by the Senate with amendments suggested by the Commis­
sion, a memorandum of comment was submitted by the Commission 
to the House Committee on Interstate and Foreign Commerce and 

1 See the Commission's 27th Annual Report. 1'. 8-!l, for R di~cus"ton of H .. 1. Reo 4R8. 
which, as modified. became Public Low 87-196. 
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Chairman Cary appeared before that Committee in support of the 
bill. 

In essence, Public Law 87-592 expressly permits the Commission 
to delegate to one or more members of the Commission or to its staif 
certain functions which were previously performed by the full Com­
mission. The statute requires the COlluuission to retain a discretion­
ary right to review delegated action within a time and in a manner 
to he prescribed by rule, although in certain situations a person or 
party adversely affected by delegated· action is entitled to review b) 
the Commission as a matter of right. In addition, it provides that 
the vote of one Commissioner shall 'be ~'ufficient to bring any dele­
gated action before the Commission for review, and that delegated 
action' shall become the action of the Commission for all purposes, 
including review by the appellate courts.if no Commission review of 
the delegated action is sought within the time specified by rule, or if 
the Conunission declines review. 

A substantial amount of time was devoted during the fiscal year to 
matters pertaining to legislative proposals referred to the Commission 
for comment and to .Congressional inquiries. A total of' 47 legisla­
tive proposaJs was analyzed, and numerous Congressional inquiries 
relating to matters other than specific legislative proposals ,,-ere 
reviewed and answered. 



PART'ill 

REVISION OF RULES, REGULATIONS AND FORMS 

The Commission maintain~ a continuipg program of reviewing its 
rules, regulations, and forms under the various statutes administered 
by it in order to determine whether any changes are appropriate in 
the light of changing conditions, methods and procedures in bu::;iness 
and in the financial practices of business. Certain members' of the 
staff are: specifically assigned' to this task, but changes are also sug­
gested, from time' to time, by other members of the staff who are 
engaged in the examination of material 'filed with. the Commission, 
arid by persons outside of the Commission who are subject to the 
Commission's reqllirements or who have occasion to work with those 
requirements snch as underwriters, attorneys, accountants, and other 
representatives. 'With a 'few exceptions provided for by the Admin­
istrative Procedure Act, proposed new rules, regulations, and forms 
and proposed changes in existing rules, regulations, and forms arc 
published in prelimiliary form for the purpose of obtaining the views 
and comment.s of interested persons, including issuers and various 
industry groups.1. . 

During the 1962 fiscal year, the Commission adopted a number of 
changes in its rules, regulations, and forms.: Other changes which 
the Commission published in preliminary .form for the purpose of 
obtaining public comments thereon 'were pending at the end of the 
fiscal year. The changes made during the fiscal year and those pend­
ing at the end of the year are described below. 

THE SECURITIES ACT OF 1933 

Adoption of Rule 152A 

The Commission adopted Rule 152A which provides that the offer­
ing or sale of securities, evidenced by scrip certificates, order forms 
or similar documents, which represent fractional interests resulting 

1 The rules and rpgulations of the Commission are pUbllHIH'd in the Code of Federal 
Regulations, the rules adopted under the varlolls acts ll!lminiHtered hr the CommisSion 
appearing In the following parts of Title 17 of that eode: , 

S"curltles A('t of lllilB, pt. 2:lO, 
Securities' Exchange Act of 1ll34, pt. 240, 
Public Utility Holding Company Act of 1 ll:Hi. pt. 2;;0. 
Trust Indenture Act of 1939, pt. 200, ' 
Investment Company Act of 1940, pt. 270. 
Inve~tment Advisers .\rt of 1940, pt. 275. 

9 
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from a stock dividend, stock split, reverse stock split, conversion, 
merger or similar transaction is deemed to be a transaction by a per­
son other than an issuer, underwriter or dealer within the .meaning 
of the first clause of Section 4(1) of the Act, and therefore exempt 
from registration under the ~ct.: ,The rule applies only to offers 
and sales involved in the matching and combination of fractional 
interests among security holders and the sale of whole sharesrepre­
senting the remaining fractional interests not so combined. The 
rule applies' whether the transactions are effected Oil beluiH ~f the 
security holders by the issuer or an 'affiliate of the issuer or by Ii 
bank or other independen't agent.2 ' 

Adoption of Rule .155 .' 

. During the fiscal year' the Commission adopted a new Rule 155.3 

The new rule relates to the interpretation of the exemptions.afforded 
by Section 4(1). in the context of public offerings of convertible 
securities by or on behaH of any person. who purchased such se<.:urities 
directly or indirectly from the issuer in a non-public transaction,. or to 
:1, public offering of the securities received upon conversion of the 
securities so placed. Of course, where there is' an initial public 
offering of convertible securities, immediate registration is required 
in the absence of some exemption, and the rule has no application to 
such a situation. . 

The new rule defines the phrase "transactions by an issuer not 
involving any public offering" in Section 4(1) of the Act, as not 
ineluding .certain public·offerings of convertible securities or of securi­
ties received upon such a· conversion. The rule excludes from the 
quoted exemption two types of public offerings. The first is a public 
offering of a security, which is immediately convertible into another 
security of the sa~e issuer, by or on behalf of any person or persons 
who purchased the convertible security directly or indirectly from the 
issuer in a non-public transaction .. The other type of offering excluded 
from the quoted exemption is one by or on behalf of any such person 
or persons of the security acquired upon conversion, unless the person 
or persons making the public offering are not underwriters within the 
mea.ning of that term as defined in Section 2(11) of the Act. In 
determining whether a:ny such perSon is all underwriter, the usual 
statutory tests are to be applied, as in other situations. . 

In order that intermediate persons who are not connected with 'any 
public offering of such securities may not be t.reated as underwriters, 
the rule provides that any such intermediate holder of the convertible 
sf'curity or of the underlying security who has not acquired it with It 

'Securities Act Relea,e No. 4470 (!\lurch 28. 1!H(2). 
:: Securities Act Release No. 44,,0 (Feb. 7, 1962). 
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view to its distribution and is not instrumental in making or arranging 
a public offering is not to be deemed an underwriter for the purpose of 
the rule. Of course, even' though a person is instrumental in making 
or arranging a public offering of the underlying security, the rule does 
not apply if the acquisition; retention and disposition of such security 
are such that the person is not an underwriter, within the hleaning of 
t.he term as defined in Section 2'( 11) of the Act. 

The rule applies only with respect to convertible securities issued 
after the effective date of the rule. 

Adoption of Rule ,2iJ6 

l;he Commission adopted Rule 236 which exempts from registration 
under tIle Securities Act, under certain conditions, shares of stock or 
similar security which are publicly offered to provide funds to ~ 
distributed to security holders in lieu of issuing, fractional' shares, 
scrip certificates, order forms, or other evidences 'of such fractional 
interest, ~n conne,ction with a stock dividend, stock split, reverSe stock 
split, cOi'lversion, merger or similar transaction. I The conditions of 
the exemption are that' the, issuer is required to file and has filed 
reports with the Commission purSuant to Secti~n 13 or 15 ( d) of the 
Securities Exchange Act of 1934, that the aggregate gross proceed!? 
from the sale of the shares do not exceed $100,000 and that the issuer 
furnish certain information to the Commission at least 10 days prior 
to the offering of the shares.4 

" 

From the date of adoption of the rule to the end of the 1962 fiscal 
year, 11 companies furnished notices to the Commission pursuant to 
t,he rule. 

Amendment of Rule 458 

Hule '458, which deals with the payment of fees in corinection with 
the registration of securities WIder the Securities Act, and prescribeS 
the manner in which the required fees shall be' paid, was amended 
during ,the fiscalyear.5 The amendment to the rule provides that 
payments of fees may be rounded to the nearest dollar and that the ' 
Corrunissioll will waive any deficiency in the fee amounting to less 
than, $1. However, in no case may the amount of the registration fee 
be less than $25. The amendment also provides that refunds to issuers 
of excess payments amounting to less than $1 will be made only upon 
the request of the issuer and that refunds of $1 or more may be waived 
by the issu~r. The purpose of the amendment is'to reduce the time 
and clerical work involved, in collecting or' r~funding insignificant 
anlowlts. However, as indicated above, the rule preserves the right 
of an issuer to receive a refund of any amount due it, if it so desires. 

'Securities Act Release .'00. 4470 (March 28, lIHI:.!), 
ij Securities Ad Release No, 4:l81 (.luly 3. 1961), 



12 SECURITIES Al'\D EXCHANGE COMMISSION 

Adoption or RuleS 462 and 263 

The Commission adopted Rule'462 which requires that if a bona fide 
effort is not made to proceed with the offering and sale of registered 
securities to the public within 3 business days after the registrati.on 
statement becomes effective, or if the offering or sale' is suspended 
within 15 days after the effective date, telegraphic or air mail notice 
of the delay or suspension must be filed with the Commission. A 
similar' rule, designated as Rule 263, has been added to Regulation A 
with respect to offerings uuder that regulation. The new rules are 
intended to apply to situations where an offering is delayed or sus­
pended by the issuer or principal underwriters and.information with 
respect to such delay or suspension and the reasons therefor are not 
cont~ined in the prospectus or offering circular.6 . . 
Adoption of Revised Form s.:..s 
." During the fiscal year, the Commission published notice that i~ had 
under consideration certain proposed amendments to .Form S-8 whicl~ 
is the form authorized for use in registe.ring securities under the 
Securities Act to be . offered pursuant to certain 'stock purcliases, 
savings or similar pIlins, and for registering the interests in such plans 
where such regis'tration is r~uired.1 A number of qomments w~re 
receh:ed in regard to the proposed ame~dments and shortly after the 
close of the fiscal year the C011!-mission adopted I.)- revised Fo~n S-8.8 

The rule as to the use of the form has been simplified and clarified 
in certain respects and has been amplified to permit use of the form for 
securities other than "equity" securities and for securities to be offered 
pursuant to restricted stock options. The transmittal of annual re­
ports and other material to employees is now required by undertakings 
set forth at the end of the form and the provisions making such trans­
mittal a condition' to the use of the form have been deleted. Genera J 
Instruction E which defined the term "t.ransactions within· 1 year" ·as ' 
previously used in :the third clause of Section 4 (1:) of the Securities 
Act, has: been amended to define the term' "transactions prior to the 
expiratioil of ,40 days," which is the present language of the statute. 
Additional items calling for information with respect to securities to 
be offe'red pursuant to restricted stock options have been· added to the 
form. 

Adoption of Form S-ll 

During the' fiscal year tIle Commissi"Oll adopted a new form, desig­
liatedFbrm S-l1~'for registration under the Securities Act of securi­
ties of . certain real estate eompal~ies.9 The form is to be used for 

".Securities .\ct Uelease No. 4427 (Novemuer 14,,1961). 
7 Securities Act Release No. 4440 (January 15, 1962). 
• Securities Act Release No. 4533 (August 30, 1962). 
• Securities Act Release No. 4422 (October 26,1961). 
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securities issued by real estate investment trusts, as defined in ,Section 
856 of the Internal Revenue Code, or securities issued by other issuers 
whose business is primarily that of acquiring and holding for invest­
ment real estate or interests in real estate or interests in other issuers 
whose business is primarily that of acquirillg and holding real etate 
ol~ interests in real estate' for investment. The new form is not to be 
used, however, for securities of any investment company which is regis­
tered or required to register under the Investment Company Act of 
1940. ' , 

mE SECURITIES EXCHANGE ACT OF 1934 

Adoption of Rules 13a-IS and lSd-IS, and Form 7-K 

,During the fiscal,year, the Commission adopted two new rules with 
regard t.o the periodic reporting requirements and a new quarterly 
report form. The new rules, designated Rules 13a-15 and 15d-15, re­
quire certain real estate companies to file with the Commission, pursu­
ant to Sections 13 and 15 ( d) of the Act, quarterly reports with respect 
to distributions made to shareholders. Such 'reports n"re required to 
be filed on the new Form 7-K within 45 days aiter the end of the fiscal 
quarter for which they are filed. However, investment companies 
register~d under the Investment Company Act of 1940, and partner­
ships all of whose propert.ies ar~ under long term ,lease to other 
persons, are not required to ~le such rei)ortfi.10 

Adoption of ~ule ISd-21 and Form lI-K; Amendment t!) Form IO-K 

Shortly after the end of the fiscal year, the Commission adopted 
regulations governing the filing 9f annual reports pursuant to Section 
15 (d) of the Securities Exchange Act, relating to employee stock pur­
chase,savings and similar plans. Proposed regulations relating to the 
filing of such reports l"ere published for comment on June 13, 1961.11 

As a result of further' consideration of these proposals and the com­
ments and suggestions received in J;'egard thereto, certain c~anges haNe 
been made in tlie proposed regulations. A new Form,ll-K has been 
adopted for use in filing: annual reports with respect to such plans. A 
new Rule 15d-21 has been adopted which provides -that separate an­
nual and other reports need' not be',filed 'Yith respect t~ any plan if the 
issuer of 'the stock or other securities offered to emp~oyees through 
their participation in the plan files annual reports on Form 10-K or 
U5S and furnishes to the Commission as a part of its annual report on 
such form the information, financial statements and exhibits required 
by Form ll-K and furnishes to the Commission copies of any annual 
report submitted to employees in regard to the plan. A new general 
instruction has been added to Form 10-K which specifies the procedure 

1. Securities Exchange Act Release No. 6820 (June 12,1962). 
11 Securities Exchange Act Release No, 6576 (June 13, 1961). 
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to be followed where an issuer elects to file information and document, .. 
pursuant to Rule 15d-2l,12 

Proposed Rule 19a2-1 

During the 1960 fiscal year the Commission invited public comments 
on a proposed Rule 19a2-1 under the Act, which would provide that 
the failure or refusal of an issuer or its officers, directors, employees, or 
controlling persons to cooperate with the Commission in proceedings 
under Section 19(a) (2) or investigations under Section 21 of the Act 
with respect to compliance with Section 12 or 13 of the Act shall be 
deemed a failure to comply with the provisions of the Act or the rules 
and regulations thereunder for the purpose of Section 19 ( a) (2) Y 
The proposed rule would provide a basis for the issuance of an order 
under Section 19(a) (2) denying, suspending, or withdrawing the 
registration of a security in such cases. This matter was pending at 
the end of the fiscal year. 

Proposed Amendments to Form 8-K 

Form 8-K is the form prescribed for current reports filed pursuant 
to Section 13 or 15 ( d) of the Securities Exchange Act. During the 
fiscal year, the Commission announced that it has under consideration 
certain proposed amendments to Form 8-K and invited public com­
ments.14 The amendments are intended to supersede proposed amend­
ments previously published for comment.15 They are designed to 
bring promptly to the attention of investors information regarding 
material changes affecting the company or its affairs when it appears 
that the changes are of such importance that they should be reported 
promptly rather than at the end of the fiscal year. The amend­
ments relate to matters such as the pledging of securities of the issuer 
or its affiliates under circumstances that a default will result in a 
change in control of the issuer, changes in the board of directors 
otherwise than by stockholder action, the acquistion or disposition of 
significant amounts of assets otherwise than in the ordinary course of 
business, interests of management and others in certain transactions, 
and the issuance of debt securities by subsidiaries. 

The proposed amendments were still under consideration at the 
close of the year. 

" Securities Exchange Act Release No. 6857 (.Tuly 23, 1962). 
"Securities Exchange Act Release No. 6297 (June 23, 1960) : see 2Hth Annual Report, 

p. 21 ; 27th Annual Report, p. 18. 
H Securities Exchange Act ReleaHe No. 6770 (April ft, 1962). 
,. Securities Exchange Act Rell.'ase No. 5979 (June 9, 19(9), Nee 26th Annual Report, 

p. 22 ; 27th Annual Report, p. 19. 
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Adoption of Rule 15c2-4 

, There have beeil instailCes whei'e, as a:result of finaricial reverses or 
for other reasons, undel!Vriters and other broker-dealers participating 
in 'distributions have failed to remit amounts 'collected to the issuer, 01' 

to retUl11 payments made by customers to' them where such 'return 
'vas' required unless the distribution was ,completed within a specified 
period of time. Rule 15c2--4 was adopted to' deal with this type of situ­
atipn. The rule makes it a "fraudulent, deceptive, or'manipulative act 
or practice'" for any 'broker or dealer participating in any distribu­
tion other than a firm-commitment lmderwriting, to accept any part. 
of the sale price of any' security being distributed unless (1) it is 
promptly transmitted to the persons entitled thereto, or (2) if the 
distribution is being niade 'on an "all-or-none:' basis, or on any other 
contingent basis, the money is put into' a trust or agency accouIJ.t, or 
delivered to an escrow bank, unfil the event or contingency has 
occurred, and it is then promptly transmitted or returned to the 
persons entitled thereto.16 ' 

Adoption, of Rule 15c2-5 

Shortly after the close of the fiscal year, the Commission adopted 
Rule 15c2-5 to prevent fraudulent practices, by brokers or d,ealers 
in connection with the offer or sale of securities under a, program 
which ,contemplates that the securities sold to the customer will 
be used as collateral for a loan, whose proceeds will be used to pay the 
premium 011 a life insurance policy sold to, the cnstOl.ner at or .about 
the same time (an activity which in various forms has' come, to 'be 
Imown as "equity fmiding," "secured funding," 01.' "life funding").17 
The Commission luid previously expressed the view'tJutt such a plan 
generally involves the offer and sale of an additional secu'rity, i.e., an 
investment contra~t, 'which ,is required to be registered under ,the 
Slilcuritie's Act of 1933.18 Some dealers were offering this type of 
progl;am without adequate consideration of whether it was suitable 
for particuhlr customers, and ,th~y 'failed to 'fuJ1?ish customers with 
adequate infonnation concerning the nature and .extent of the obliga­
tions and risks involved and the commissions and other remuneration 
which the dealer and his associates would receive in connection with 
the ,transactions. " ' . ", " 
, The rule makes it Unlawful for any }:}roker or dealer to offer, sell 

or attempt to induce the purchase of any security by any person if 
t.he broker or dealer, 'in connection therewith, offers to extend any 
credit to or to arrange any loan' for such person, or participates in 

, ' , 
111 Securities Exchange Act Rel~as-e No. 6'737 CFebrU~~Y 21, If)R2). : .. 
"Securities Exchange Act Release No, 6851 (July 17. 11)112), 
IS Securities Act Release No. 4491 (~ay 22. 1962). 
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arranging any such loan or credit, unless, before any part of the 
tral),saction ,is entered into, the broker or dealer delivers to him a 
written statement setting forth certain material information concern­
ing, the arrangement being off~red. In addition, the broker or dealer 
is required to obtain from each customer information concerning the' 
latter's .financial situation ,and needs, to reasonably determine that 
the entire transaction, including the loan arrangement, is suitable for 
the customer, and to deliver to him a written statement setting forth 
the basis upon which this determination' was made. If, in connection 
with the transaction; it is contemplated that the prospect will cancel 
existing life insurance, the 'Fitten statement deli\'ered to the prospect 
before the transaction is entered into will have to disclose the disad­
vantages, if any, "'hich tlie ,prospect, will incur because of this. 
Among other things, this may require disclosure that the premium 
on the new life inslU'l.lnce is higher than the premium on the old 
insuranc,e; that the purchaser may be incurring additional expense 
because he is paying the "acquisition costs" twice; that it may take 
a specified additional period of time for the dividends or the cash 
value of the new policy to equal those under the' old policy; and that 
the prospect may lose the benefits of the "incontestability provisIon" 
because the period during which the insurer may contest the policy 
for specified reasons may have expired under the old policy and the 
prospect may be required to "wait throngh" this period again under 
the new policy:' , 

Amendment of Rule 15c3-1 
Rule 15c3-1, which provides that no broker or de'ale'r shall permit 

his aggregate indebtedness t9 exceed 2,000% of his' net capita~, 
exempts from its requirements 'the members of specified exchanges 
whose "rules and' settled practices" were deemed by the Commission 
to impose requirements more comprehensive than the requirements 
of the rule. However" a condition p~ecedent to the continuation of 
any such exemption is t.hat the exchange conduct such inspections and 
maintain such other procechires as are necessary to be reasonably sure 
t.hat members are complying with its capital requirement.s. The Salt, 
Lake Stock Exchange requested termination of the exemption for 
its members because it was burdensome for it to conduct the inspec­
tions and other procedures necessary to a continuation of the' exemp­
tion. Accordingly, the COI~1ll1ission amended Rule 15c3-1 to delete 
the exempt.ion previolisly available to members of that exchange:19 

, , . 
Amendmeni of. Rules 17a-3 and 17a-4 

Rule 17a-3 specifies the books and records which must be maintained 
by certain members of national securities exchanges and other broker-

1ll SecurIties Exchange Act Release No. 6691 (Dec. 21, 1961). 
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dealers, and Rule 17a-4 requires the preservation of such books and 
records for specified periods. 

The amendment of Rule 17a-3 requires each exchange member, 
broker or dealer subject to the rule to maintain a questionnaire or 
application for employment executed by each "associated person," 
as defined in the rule. This questionnaire or application must con­
tain certain specified information and be approved in writing by an 
authorized representative of the member, broker or dealer. Under 
the amendment of Rule 17a-4, this information is required to be 
maintained until' at least 3 years after such associated person termi­
nates his employment and any other connection with the member, 
broker or dealer.20 

There were two principal reasons for the adoption of the amend­
ments. First, good business practice makes it appropriate for mem­
bers, brokers and dealers to maintain fairly detailed data concerning 
the experience and past record of partners, officers, salesmen, traders, 
and other employees handling fWlds, securities or transa~tions for 
the firm. , Secondly, the availability of such information in the firm's 
records will be of value to the Commission in its broker-dealer inspec­
tions and enforcement activities. 

Since the National Association of Securities Dealers, Inc., and 
various national securities exchanges require all personnel engaged 
in managing, supervising or handling securities transactions for their 
members to be registered with or approved by the Association or the 
exchange, and also require the execution of applications for regis-

, tration or for approval by such persons which contain information 
similar, to the information required under Rule 17a-3, as amended, 
the amendment provides that the retention of copies of such applica­
tions made to the Association or to the'specified exchanges shall con­
stitute compliance with Rule 17a-3 so far as those persons 'are 
concerned. 

Amendment of Rule 15ag-l 

Rule 15ag-1 sets out the procedures to be followed in connection 
with Commission review of disciplinary action, or of denial of mem­
bership, by a nationaI'securities association, on the application of a 
person aggrieved by such action or denial. Amendments to the rule 
adopted during the fiscal year 21 are designed to facilitate and 
expedite the handling of review proceedings. 

The amendments ma~e it mandatory for the applicant to file a 
brief or statement in support of his application, specifying the basis 
of the appeal and the relief sought, within a specified period, ann 

.0 Securities Exchange Act Release No, 6646 (October fl, 19t11 ), 
2t SecllrltleR Exchange Act RelenRe No, 6606 (.Tilly 211, 1 !l61 )', 

• ,:, ~ r 

672175-63-3 
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authorize summary dismissal ,of an application where a timely brief 
is not filed. The filing of an answering brief by the association ·or 
of a reply bY' theapplicant.to an answering brief is optional.· ,The 
amendments also provide that oral argument will be heard only with 
special Commission permission. The former provision which speci­
fied that oral argument would take place in all cases except where 
waived by the parties resulted 'in uncertainty and undue delay where 
an applicant failed to appear or where it was not possible to obtain a 
waIver. 

THE TRUST INDENTURE ACT OF 1939 

Amendment of Form T-3 

Form T-3 is used for applications for the qualification ofinden­
tures in cases where the indenture securities are not required to be 
registered under the Securities Act of 1933. An amendment to thi~ 
form, adopted during the fiscal 'year, requires that there 1;>e filed as 
an exhibit to such applications a cross reference sheet showing the 
location in the indenture of the·pro~isions which the Trust Indenture 
Act requires to be included in all qualified indentui'es.22 The purpose 
of the amendment is to facilitate the' exaniimition of indentures to 
determine whether they meet the requirements of the Act. 

THE INVESTMENT COMPANY ACT OF 1940 

Amendments to Rules 31a-l and 31a-2;' Adoption of Rule 31a-3 
During the ,fiscal year, the Commission issued a notice of proposltl 

to amend its existing Rules 31a-1 and 31a:""2 under the Investment 
Company Act, and to adopt a new Rule 31a-3 under the Act.23 The. 
existing rules relate to records required to be maintained and pre­
served by registered investment companies, certain majority~owned 
subsidiaries thereof, and other persons having transactions with 
registered investment companies. As a result of the experience 
gained by the Commission in its administration and enforcement of 
the Act, including the experience derived : from staff inspections of 
registered investment companies and certain affiliat~d persons, it ap­
peared to the Commission that the public.~nterest·and the interest of 
investors required that Rules 31a-i 'and 31a-2 should be amended to 
prescribe with greater specificity and d~tail the records of securitiE1s 
transactions required to be.kept, and to prescribe the keeping of cer­
tain memoranda and do~uments not'previously required. It also 
appeared that a new Rule 31a-3 should be adopted ~etting forth cer­
tain requirements in circumstap.ces w,here the recor~s called for in 
Rules 31a-l. and 31a-:-2 ar~ prepared or maintainerl by ot.hers on 
behalf of thA person required to mn.intnin t.hem. 

'" Trust Indenture Act Rell'ft~" No. 170 (M~.,. .7, 1962) 
.. Investment Company Act Relesse No, 8368 (November 28. 1961). 
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, Subsequent to the end of the fiscal year, the Commission adopted 
the amendments and the new rule.24 

Adoption of Exemptive Rules Applicable to Licensed Small Business Investment 
Companies 

In the fiscal year, the Commission adopted rules and a related form 
applicable to small 'business investment: companies licensed by the 
Small Business Administration, to provide exemptions from certain 
requirements of Sections 17 (a), 17 ( d), and 18 ( c) of the Investment 
Company Act.25 Rule 17a-6 exempts from the prohibitions of Sec­
tions 17(a) (1) and 17(a) (3) ~f the Act, subject to certain condi­
tions, loans and other securities transactioils which would be prohib­
ited by those Sections'solely because an SBIe owns, holds, or controls 
with power to vote the voting securities of a small business concern. 
At 'the same time the Commission adopted, pursuant to Section 17 ( d) 
of the Act, an amendment to Rule 17d-1 ,vhich exempts from that 
rille's requirements certain transactions where banks and an affiliated 
SBIC make investments in' the same small business concern, and a 
new Rule 17d-2 which prescribes a related reporting Form N-17D-1. 
The Commission has' adopted a new.Rule 18c-i which exempts a 
small business investment c'ompany from the requirements of .Section 
18 (c) so as to permit it to issue' more than one class of senior ,security 
representing indebtedness so long as till such indebtedness is privately 
held and the company does not have ontstanding any publicly held 
indebtedness. 

THE INVESTMENT ADVI~,ERS ACfOF, 1940 

Adoption of Rules 206(4)-~ and 206(4)-2 , 

, Section 206(4) of the Invest~en,t Advis~rs Act, which was enacted 
in September 1960, prohibits an investment adviser from engaging in 
any act, practice, or course of business which is fraudulent, deceptive, 
or manipUlative, and gives theCommissio:p. the power by rules and 
regulations to define and prescribe:me~ns reasonably designed to pre­
vent such acts, practices, and courses of business. 

The Commission during the fiscal yeaI: adopted Rule 206 ( 4) -1, 
effectiv~ January 1, 1962, de~ing certain . advertise~ents by invest­
ment advisers to be fraudulent, deceptive, or manipulative :within the 
meaning of Section 206(4) of·theAct.26 The rule is intended to imple­
ment the statutory mandate by foreclosing the use of advertisements 
which have a tendency to mislead or deceive clieI:tts or prospective 
clients. ," • ' 

"Investment Company Act Release No. 3578 (November 28, 1962). 
"Investment Compimy' Act Release No. 3361 (November 17, 1961).' 
'" Investment Advisers Act Relea~e No. 121 (Nov. 2, 1961). 
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The rule prohibits advertisements which contain testimonials or 
which call attention to specific past recommendations made by the in­
vestment advisers which would have been profitable. Other provisions 
of the rule specify the circumstances under which advertisements 
offering graphs, charts, formulas, or other devices may be used, and 
prohibit advertisements which represent that any report, analysis, or 
other service can be obtained free or without charge unless it is en­
tirely free and subject to no conditions or obligations. The rule also 
includes a general prohibition against the use of advertisements con­
taining untrue or misleading statements. 

The Commission also adopted Rule 206(4)-2, effeCtive April 2, 
1962.27 The new rule is designed to implement the provisions of 
Section 206(4) of the Act, by requiring an investment adviser who 
has custody of funds or securities of any client to maintain them in 
such a way that they will not be jeopardized by financial reverses of 
the investment adviser. 

The rule makes it a fraudulent, decepti"e or manipulative act, 
practice or course of business for any investment adviser 'who has 
custody or possession of funds or securities of clients to take any 
action with respect to any -g'"uch funds or securities unless (1) the 
securities of each client are segregated, and held in safekeeping in a 
reasonably safe place; (2) clients' funds are deposited in bank ac­
counts which contain only such funds, maintained in the name of the 
investment adviser as agent or trustee, and the latter maintains a 
separate record for each such account containing specified informa­
tion; (3) the adviser, immediately after accepting custody or posses­
sion, notifies the client in writing of the place and manner in which 
the funds and securities will be maintained; and (4) the adviser sends 
each client, at least once every 3 months, an itemized statement of the 
funds and securities in his custody or possession and of all trans­
actions in the client's account; and (5) at least once each calendar year 
the funds and'securities are verified by an independent public account­
ant in a surprise examination and his certificate is sent to the Com-
mission promptly thereafter: . 

Since certain members of national securities exchanges and regis­
tered broker-dealers must ~aintain specified standards of financial 
responsibility under the Commission's Rule 15c3-1 under the Securi­
ties Exchange Act, or applicable rules of the 'exchanges of which they 
are members, Rule 206 ( 4) -2 exeI]lpts from its requirements registered 
broker-dealers subject to and in compliance with Rule 15c3-1, and 
members of exchanges whose. members are exempt from Rule 15c3-1, 
and who are in complianc~ with exchange requirements with respect 

IT Investment Advisers Act Release No. 123 (Feb. 27. 1962). 
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to financial responsibility and. the segregation of customers' funds or 
securities. 

Proposed Amendment to Rule 204-2 

During the fiscal year the Commission invited public comment Oil 

a proposed amendment to Rule 204--2, which would require invest­
ment advisers to maintain records containing specified information 
concerning securities transactions in which they or their key person­
nel have any beneficial interest.28 The proposed amendment, "hich is 
designed to prevent fraudulent, deceptive and manipulative acts and 
practices, was pending at the end of the fiscal yenr. 

,. lnn·stment AflviRers Act Rel~a"e No. 120 (October 16, 19r.t). 



PART IV 

ADMINISTRATION OF THE SECURITIES ACT OF 1933 

The Securities Act of 1933 is designed to provide disclosure to in­
vestors of material facts concerning securities publicly offered for 
sale by the use of the mails or instrumentalities of interstate com~ 
merce, and to prevent misrepresentation, deceit, or other fraudulent 
practices in the sale of securities. Disclosure is obtained by requiring 
the issuer of such securities to file with the Commission a registration 
statement which includes a prospectus containing significant financial" 
and other information about the issuer and the offering. The registra­
tion statement is available for public inspection as soon as it is filed. 
Although the securities may be offered after the registration state­
ment is filed, sales may not be made until the registration statement 
has become "effective." A copy of the prospectus must be furnished 
to each purchaser at or before the sale or delivery of the security. The 
registrant and the underwriter are responsible for the contents of the 
registration statement. The Commission has no authority to control 
the nature or quality of a security to be offered for public sale or to 
pass upon its merits or the terms of its distribution. Its action in 
permitting a registration statement to become effective does not con­
stitute approval of the securities, and any representation to a pro­
spective purchaser of securities to the contrary is made unItt wful by 
Section 23 of the Act. 

DESCRIPTION OF THE REGISTRATION PROCESS 

Registration Statement and Prospeetus 

Registration of securities under the Act is effected by filing with 
the Commission a registration statement on the applicable form con­
taining the prescribed disclosure. When a registration statement 
relates, generally speaking, to a security issued by a corporation or 
other private issuer, it must contain the information, and be accom­
panied by the documents, specified in Schedule A of the Act; when it 
relates to a security issued by a foreign government, the material 
specified in Schedule B must be supplied. Both schedules specify in 
considerable detail the information which should be made available 
to an investor in order that he may make an informed decision whether 
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to buy . the security. In addition, the' Act provides flexibility in its 
administration py empowering the Conimission to classify issues, 
issuers, and prospectuses, to' prescribe appropriate' forms, and to 
Increase, or in certain instances vary or diminish, the particular items 
of information required to be disclosed in the registration statement, 
as the Commission deems appropriate in the public interest or for 
the protection of investors . 
. In general,·,the registration statement' of an issuer other than a 

foreign government mllst describe such matters as the' names of per~ 
sons who participate in the direction, management, or control of tne 
issuer's business; their security holdings and remuneration and the 
options or bonus and .profitsharing privileges allotted to them; the 
character and size of the business enterprise, its capital structure, past 
history and earnings, and its financial statements, certified by inde­
pendent accOuntants; underwriters' commissions; payments to pro­
moters made within 2 years or intended to' be made; the interest of 
directors, officers, and principal stockholders in material transactions; 
pending or threatened legal proceedings; and the purpose to which 
the proceeds of the offering are -to be applied. The prospectus con­
stitutes a part of the registration statement and presents the more im­
portant of the required disclosures. 
Examination Procedure 

The staff of the Division of Corporation Finance examines reg­
istration statements for compliance with the standards of accurate and 
full disclosure and usually notifies. the registrant by an informal 
letter of comment of any material respects in which the statement 
appears to fail to conform to those requirements. The registrant is 
thu!? ordinarily afforded an opportunity to file a curative amendment. 
In addition, the Commission has pOwer, after notice and opportunity 
for hearing, to issue an order suspending the effectiveness of a reg­
istration statement. In certain c.ases, forex~mple where a registration 
statement is so deficient as to indicate a willful or negligent failure 
to make adequate disclosure, no letter of comment is sent and the Com­
mi.ssion either institutes an investigation to determine whether stop 
order proceedings should be instituted or immediately institutes stop 
order proceedings. Information about the use of this stop-order pow­
er during 1962 appears below under "Stop Order Proceedings." 

Time Required to Complete Registration 

Because prompt examination of.a registration statement is im­
portant to industry, the Commission endeavors to complete its analysis 
in as short a time as possible. The Act provides that a registration 
statement sha11 become effective on the 20th day after it is filed. How-
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ever,· the filing of any amendment thereto establishes a new filing 
date. Tlus waiting period affords investors an opportunity to· be­
come familiar with the proposed offering. Information disclosed ill 
the registration statement is disseminated during the waiting period 
by means of the preliminary form of prospectus. The Commission 
is empowered to accelerate the effective date so as to shorten the 20 
day waiting period where the facts justify such action. In exercis­
ing this power, the Commission is required to take into account the 
adequacy of the information respecting the issuer theretofore avail­
able to the public, the facility with which investors can understand 
the nature of and the rights conferred by the securities to be reg­
istered, and their relationship to the capital structure of the issuer, 
and the public interest" and the protectiO!l of investors. The note 
to Rule 460 under the Act indicates, for the information of inter­
ested persons, some of the more common situations in which the Com­
mission considers that the statute generally requires it to deny ac­
celeration of the effective date of a registration statement. 

The number of calendar days which elapsed from the date of the 
original filing to the effective date of registratioil for the median 
(average) registration statement with "respect to the 1,646 1 registra" 
tion statements that became effective during the 1962 fiscal year was 
78, compared with 55 days for 1,389 registration statements in fiscal 
year 1961 and 43 days for 1,275 registration statements in fiscal year 
1960. The increase in the elapsed time has been due primarily to the 
cumulative effect of the unprecedented volume of registration state­
ments filed, particularly those filed by issuers that had never before 
filed under the Act, and the lack of sufficient personnel to process 
such a volume. The number of regist.ration statements filed during 
fiscal year 1962 was 2,109, as compared ,,·ith 1,667 and 1,469 in fiscal 
years 1961 and 1960, respectively.2 

The following table shows by months during the 1962 fiscal year 
the number of calendar days elapsed in each of t.he three principal 
stages of the registration process for the median registration state­
ment, the total elapsed time and the nnmber of registration state~ 
ments effective. . . 

1 This figure <loes not Include the 11lS registration statements of mutual fund companies 
that became effective during Ibcal year 1962 that were filed pursuant to the provisions of 
Sectiou 24 (e) of the Investmeut Company Act of" 1940. The total elapsed time on these 
HIS statements was 21 caleudar da~"s for the average registration stateme.ut. . 

2 'I.'hese figures do not include 1nS, 163, and 15n registration statements, respectively, 
filed by muttlill fund companies pursuant to the provisions of Section 24(e) of the Invest· 
meut Company Act of 1940 during fiscal rears l!Hl2, 1961, and 1960. 
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Time in registt'ati<m under the Securities Act of 1933 by months during the f/,8cal 
.'. year ended June 30, 1965 . . 

NUMBER OF CALENDA,R ,DA YB 

Months 

JUly 1961. ....... _ ... _ ....... __ ._ 
August .... _. _. _. _ ......... _ .... _ 
September •...... _. _ ._ ... _. ___ ... 
October •••.. _._ ... _.' ..... _ ..... 
November •• _ .... _ ... _. _ ......... 
December .••.. _ ..... _ ........... 
January 1962 ........ _ 

ifli~~~~~~=: =:: :::::::: ~: ~ ~ ~ ~:::: I 
May ••.......................... 
Juue •.•.. _ ....................... 

Fiscal lUti2 for mClllau ctlectlv~ 
regIstration statement_ •••••• _. 

a Spe footnote 1, supra. 

From date of 
original filing 

to date of 
staff's letter 
of comment 

41 
47 
46 
50 
60 
65 
77 
88 
87 
70 
37 
40 

57 

From date of From amend· 
letter of com· ment after 
ment to date letter to 

of filing effective date 
amendment of registrs' 

thereafter tlon 

10 7 
13 7 
16 8 
14 7 
13 8 
11 7 
14 JO 
13 8 
14 .~~ 13 
15 7 
26 9 

14 

Total num· 
ber of days 
In registra' 

tion 

58 
67 
70 
71 
81 
83 

101 
109 
108 
91 
09 
70 

78 

Number of 
registration 
statements 
effective· 

121 
146 
136 
153 
157 
122 
116 
98 

156 
211 
141 
89 

1.64G 

VOLUME OF SECURITIES REGISTERED 

During the fiscal year 1962, 1,815 statements in the amount of $19.~ 
billion became fully effective under the Securities Act of 1933,. a 
record both in number and dollar amount. The number of statements 
increased 20 percent over the preceding year while dollar amount in­
creased only 3 percent or $477 million, reflecting a further increase 
in the vol ume of smaller issues. The chart on Page 5 shows the 
number and dollar amounts of fully effective registrations from 193:) 
to 1962. 

These figures cover all registrations which became fully effective 
including secondary distributions and securities registered for other 
than cash sale, such as exchange transactions and issues reserved for 
conversion. Of the dollar amount of securities registered in 1962, 83.3 
percent was for account of issuer for cash sale, 7.8 percent for the 
account of issuers for other than cash sale and 8.9 percent was for the 
account of others, as shown below. 

Account for which IJecurities 1cere registered under the Securities Act of 1933 
dUrinu the fi8cal year 1962 (JolI/pared with the fiscal years 1961 and 1960 

'1962 in Percent 1961 In· Percent 1960 In· Percent 
millIons of total millions of total millions of total 

-----_·_-------1------------------------
Registered for account of Issuer for cash 

sale.~ ...•.......•••••••.••••••••.•....•• 
Registered for account of issuer for other 

than cash sale. __ •............. _ .... _._ •. 
Heglstered for al'count of others than 

Issuer __ •.....•••• _ .• __ ._ .••• _____ " ___ ._ 

Total_ .••• _. __ ••. _ ..••.••••• _ ••...• _ 

$16,286 

1.,';23 

1.738 ---
19.047 

• Revised. See footnote 2 to appendi.I table 2. 

83.3 

7 8 

8.9 ---
100.0 

$16,260 85.3 $11,738 81. 7 

1,004 7.9 1,623 11.3 

1,306 6.8 1,006 7.0 
------------

lR.070 100.0 14,367 100.0 
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Securities to be offered for cash sale for account of issuer amounted 
to $16.3 billion, unchanged from the previous year. However, com­
mon stock increased by $1.7 billion and debt securities decreased by 
almost that amount. Debt securities made up $4.5 billion of the 1962 
volume, preferred stock $250 million and common stock $11.5 billion. 
More than 80 percent of the common stock was to be offered for sale 
over an extended period, including stock of investment companies, 
stock for employee plans and stock called for by warrants and options. 
Appendix Table 1 shows the number of statements which became 
effective and total amounts registered for each of the fiscal years 1935 
through 1962, and contains a classification, by type of security, of 
issues to be offered for cash on behalf of the issuer during those years. 
More detailed information for 1962 is given in Appendix Table 2. 

Of the issues scheduled for immediate offering following effective 
registration, two industry groups, communication and financial and 
real estate, showed marked decreases in amounts as compared with 
fiscal year 1961. Conununication companies, which had registered $2.4 
billion for public sale in the fiscal year 1961, registered only $840 
million in the fiscal 1962 but in the latter period also registered a 
major-sized issue to be sold to employees over an extended period. 
Financial and real estate companies registered $770 million compared 
with $1.3 billion in fiscal 1961. Manufacturing companies registered 
$1.8 billion in fiscal 1962 and elect.ric and gas companies $2.3 billion, 
almost the same as in the previous fiscal year. 

\
1962 in Percent )961 in 

,millions of total millions 
Percent 
of total 

1960 in 
millions 

Perrent 
of tutal 

---------------------------------
Issues offered for Immediate sale: 

$1,818 11.2 $1,979 12.2 $841 7.2 
92 .6 105 .6 126 1.1 

Corporate: Mannfacturing ______________________ _ 
Extractl ve ___________________________ _ 

2,327 14.3 2,385 14.7 2,307 19.7 
57 .4 221 1.4 95 .8 

Electric, ~as and wateL _____________ _ 
Transportation, other than rallroad __ _ 
Communicatlon __ . __________________ _ 840 5.2 2,389 14.7 1,000 8.5 
Financial and real estate _____________ _ 772 4.7 1,264 7.8 1,009 8.6 Trade _______________________________ _ 

287 1.8 258 1.6 163 1.4 Servlce ______________________________ _ III .7 82 .5 100 .9 
Construction and mlsc _______________ _ 15 ,I 36 .2 8 .1 

------------------TotaL _____________________________ _ 
6,319 38.8 8,718 53.6 5,648 48.1 

Foreign government ___________________ _ 247 1.5 155 1.0 369 3.2 ------------------
Total for immediate sale ____________ 

1 

6.566 40.3 8,873 54.6 6,018 51. 3 
Issues oltered over an extended perlod_ ___ 9,721 59.7 7,387 45.4 5,720 48.7 

------------------
Total for cash sale for account of 

Issuer _____________________________ 16,286 100.0 16,260 100.0 11,738 100.0 
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The amount of issues to be offered over an extended period are 
classified as follows: 

1962 In 1961 In 1960 In 
mIIUons mUllons millions 

------
Investment company Issues • 

$5,471 $4,908 $4,198 
309 239 52 gro:'~d!~d~_-_~~========== = =: =: =:::::::::::::::::::::::::::::::::::: = == Face amount certificates _____________________________________________ _ 176 254 246 

---------
5,956 5,401 4,497 

672 487 386 

Total investment companies _______________________________________ _ 
Employee saving plan certlficates ________________________________________ _ 

1,314 1,299 680 
1,879 200 151 

Securities for employee stock option plans ______________________________ _ 
Other, including stock for warrants or options ____________________________ _ 

• See Footnote 9 of Appendix Table 2_ 
• Includes periodic payment plans or their underlying !'Ccuritles_ 

Of the $6.1 billion expected from the immediate cash sale of corpo­
rate securities for the account of issuers in fiscal 1962, 89 percent was 
designated for new money purposes, including plant, equipment and 
working capital, 4 percent for retirement of securities and 7 percent 
for :tIl other purposes including purchases of securities. 

REGISTRATION STATEMENTS FILED 

During the 1962 fiscal year, 2,307 registration statements ,,"'ere filed 
for offerings of securities aggregating $21.6 billion, as compared with 
1,830 registration statements filed during the 1961 fiscal year for 
offerings amounting to $20.7 billion. This represents an increase of 
26 percent in the number of statements filed and 4.4 percent in the 
dollar amount involved. 

Of the 2,307 registration statements filed in the 1962 fiscal year, 
1,377, or 60 percent, were filed by companies that had not previously 
filed registration statements under the Securities Act of 1933. Com­
parable figures for the 1961 and 1960 fiscal years were 958, or 52 per­
cent, and 774, or 47 percent, respectively. 

A cumulative total of 21,695 registration &tatements has been filed 
under the Act by 10,506 different issuers covering proposed offerings 
of securities aggregating over $225 billion from the effective date of 
the Securities Act of 1933 to June 30, 1962. 

Particulars regarding the disposition of all registration statements 
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filed under the Act to, .Tune 30, 1962, arelsummarized in the follo",'ing 
table: ' 

Number and i disposition of registration statements filed 

Prior to July I, 1961, Total June 
July I, 1961 to June 30, 30, 1962 

1962 

Registration statements, 
~1. 695 Filed _______________________ ~__ _________ ___ _ _ _ _ _ _ _ _____ ___ 19.388 oZ. 307 

1=======1======1====== 
. Disposition: 

U
Effedctlvet (net)--r-usal-------d---------- --- ------ ----------- 16, 8201~_ bJ,833

7 
. ''18'262819 n er sop or re or er ___________________________ _ 

Wlthdrawn__________________________________________ _ 1,854 264 2,1US 
Pending at June 30,1961------------------------------ 515 ___________________________ _ 
Pending at June 30,1962--------------- _______________ ______________ ______________ 730 

TotaL ________ ~_:_~' __ ~ __ ' ____________________________ 1===1=9=.3=88=I,-=-=--=-=--=-=--=-=--=-I===2=1~,6=95 
Aggregate dollar amount: . As lIIed (In bllllons) ___________ : __________________________ _ 

As effective (In billlo~h::::---:------o-----:----c--------

. , 

$203.8 
$196.4 

$21. 6 
$19.5 

$225,4 
$215,9 

o Includes 201 registration ~taten'!ents covering proposed offerings totaling $5,235,031,546 filed by invest­
ment companies under Section 24(e) or the Investment Company Act or 1940 which permits registratlou hy 
amendment to a previously effective registration statement, , 

b Excludes 11 registration statements that became effective during the year but were subsequently with­
drawn; these 11 statements arc counted in the 264 statements withdrawn during the year. 

, Excludes I registration statement that became effective prior to July I, 1061, whicb was placed under 
stop order during the 1962 fiscal year. and also excludes 11 registration statements effective prior 
to July I, 1961, that were withdrawn during the 1962 fiscal year; these statements are counted under stop 
orders and withdrawn,'respectlvely. 

t, 'J ',':1 ,1: : . 
The reason~ gi~~n. by registrants for requesting withdrawal of the 

264 registrati.911., .s~~t,ements that were withdrawn dl~ring the 1962 
fiscal year are show? in the following ta ble : 

, j I", ~. ~' • 

Heason for registraut'~ withdrawal request 
f II' ;! ~.,i .' 

Number of Percent 
statements of total 
withdrawn withdrawn 

61 23 

24 9 

1. Withdrawal requested'sfter receipt ,of the 'staff's letter of commenL __________ _ 
2. RegIStrant was advised that statement should be withdrawn 01' stop order pro-ceedings would he:necessw'y _: ______________________ . _____ -' ________________ _ 

95 36 
56 21 

~, Change m financing plans ___________________________________________________ _ 
4, Change In market condltlons ________________________________________________ _ 
5, Financing obtained elsewhere ________________________________________________ _ 15 ti 6. Regulation A could be used:, ________________________________________________ _ :{ 1 
7. R~.gistrant was unable to negotiate acceptable agreement with underwriter ___ _ 10 4 

'l,OtaL_ ••• __ ~~·~~~:~~·:~ __ ~~ ___ ~ _______________________ _____________________ _ 264 100 
.'t. " 

STOP ORDER PROCEEDINGS 

Section 8 (d) pr~;tdes that, if it appears to the Commission 'at any 
time that a registration statement contains an untrue statement of a 
material fact or omits to state any material fact required to be stated 
therein or necessary to make the statements therein not misleading, 
the Commission may institute proceedings looking to the issuance of 
a stop order suspending the effectiveness of the registration statement. 
Where such an order is issued, the offering cannot lawfully be made, 
or continued if it has already begun, until the registration statement 
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has been amended to cure the deficiencies and the Commission has 
lifted the stop order. 

The following table indicates the number of proceedings under 
Section 8 (d) of the Act pending at the beginning of the 1962 fiscal 
year, the number initiated during the year, the number terminated 
and the number pending at the end of the year. 
Proceedings pending at beginning of fiscal ~'ear____________________ 6 
Procee<1ings initiated uuring fiscal year ______ ~____________________ 7 

13 
Proceedings terminated during fiscal yearby issuance of stop orders___ 7 
Proceedings terminated otherwise___________________________________ 1 

8 

Proceedings pending ut the end of the 1962 fiscal year___________________ ;:; 

Several of the proceedings which were terminated during the fiscal 
year are described below. 

American Finance Company, Inc.-The registrant, a Delaware 
corporation organized in 1955, engages in the automobile sales finance 
business primarily with overseas members of United States Armed 
Forces. It filed a registration statement covering a proposed offering 
of 2,500 units, each consisting of 1 $200 debenture, 30 shares of com­
JUon stock, and 10 warrants, with the price of $500 per unit, for which 
Myron A. Lomasney (Lomasney) was named as the managing under­
writer. The registration statement also covered 60,000 shares of 
common stock held by Lomasney and 17 persons associated with it, 
proposed to be offered from time to time at such prices as may prevail 
on the market following the completion of the offering of the Units. 

In the course of the proceeding the registrant stipulated to certain 
facts and consented to the entry of a stop order. Some of the more 
important deficiencies found in the registmtion statement are 
described below.3 

The Commission held than an accountailt's relationship as attorney 
for the registrant during the same period covered by his accounting 
firm's certification disqualified him and the accounting firm of w:hich 
he was a partner from certifying registrant's financial statements as 
independent accountants. The Commission stated that "though 
owing a public responsibility, an ~ttorney, in acting as the client's 
advisor, defender, advocate, and confidant enters into a personal rela­
tionship in which his principal concern is with the interest and rights 
of his client. The l:eqliirement of the Act of certification by an inde­
pendent accountant,· on the other hand, is ~ntended to secure fOl' the 
benefit of public investors the detached objectivity of a disinterested 
person. The certifying accountant. must be one who is in no way 

• Securities Act Release No. 4465 (March 19, 1962). 
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connected with the business or its management, and who does not have 
any relationship that might affect the independence which a,t times 
may require him to voice public criticisms of his. client's accounting 
practices." 

Prior to the filing of the registration statement, Lomasney had 
purchased the 60,000 shares of registrant's common stock for its own 
account at an advantageous price, and passed some of these shares on 
to certain favored customers so that they too might benefit from the 
planned public offering of shares at a higher price. In offering these 
60,000 shares to the public, Lomasney and his favored customers, a 
group of 17 persons, would be statutory underwriters participating 
in the distribution of a large block of the registrant's stock. The 
Commission found that in view of the large number of shares pro­
posed to be offered in relation to the limited floating supply of shares, 
the apparent lack of cohesiveness in the selling group, and the absence 
of n, prior market, the registration statement should have identified 
the sellers and their relationship to each other, the registrant, and 
Lomasney; and it should have disclosed that such distribution would 
not be coordinated or controlled by a managing underwriter and that 
the selling group ha.d not provided the contractual safeguards for the 
protection of buyers and sellers usually provided in a conventional 
distribution. Accordingly, the Commission required undertakings 
similar to those required in Hazel Bislwp, Inc.4 

Standard Savings and Loan Association, a wholly-owned subsidiary 
of the registra.nt, was described in the registration statement as an 
operating savings and loan association. The Commission found that 
Standard was organized and operated merely as a collection agency 
for the registrant, in that it received allotment payments from mili­
tary persons in connection with registrant's automobile sales financing 
business and forwarded such allotments to registrant for application 
on the unpaid balances of the automobile loans. The Commission 
heJd that the opening of shareholders' savings accounts, evidenced by 
pass books, involved the sale of unregistered securities in violation of 
Section 5 of the Act; that based on the facts there was not available 
for such securities the exemption provided by Section 3 (a) (5) of the 
Act for securities issued by a savings and loan association "substan­
tially all the business of which is confined to the making of loans 
to members." 

Faradyne Electronics Corp.-Faradyne Electronics Corp., a New 
Jersey corporation formed in 1959, offered and sold to public in­
vestors in December 1959, while in a promotional stage, 200,000 shares 
of its common stock at $5 per share pursuant to a registration state-

• SecurltleH Act H"lell"" Xo 4:\71 (JUII" 7. 1961) ; See 27th Annual Report, p. 31. 
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mont filed under the Securities; Act' of 1933:,' The, four promoters 
together received 300,000 Class' A: cornrilon shares' for a cash invest'­
ment of- $20,000. ' ,A second, registration ,statement filed in January 
1961, as amended, ('.overed a $2 mi11ion offering of convertible 
debentures. . . 
: ,The prospectus included, in the ,1959 registration statement, was 
found py the .Commission to Joe materially false, and· misleading in 
several respects.· One was ,in conveying the,~falSe" impression' that 
Faradyne· intended to proceed promptly with, plans to develop anq. 
,produce capacitors .whereas its officials in fact contemplated that they 
might'develop an entirely different type' of business through the 
acquisition of the assets or,stock of. other, companies and might. use a 
substantial part of the proceeds from the' public offering for that 
pui·pose .. Faradyne in fact used a substantial portion, OT the, proceeds 
to acquire the assets or stock of six other companies"within a period 
of several months after the effective·date of t.he registration statement, 
including the itssets and business of ,Mansol Ceramics Company; of 
.which two of Faradyne's promoters ,were the pt'incipal partners: 

The prospectus filed as part of. the 1961 registration statement was 
also found materially misleading., It stated that Faradyne, through 
a subsidiary, Mansol Corporation;,had ,paid $150,000 cash in March 
1960, for'the assets and business of Mansol' Ceramics Company and 
that it had agreed to make further fixed payments of $1;200,000 and 
$200,000 pIns. an addition'al maximum' 'contingent· payment of 
$2,500,000, payable in annual' installnlents comprised of 50% of 
Mansol Corporation's annual ,net ,profit ·after taxes beginning' with 
the fiscal year ending January 31, 1961. ' The' prospectus further 
stated that the obligation to make contingent'payments "will termi­
nate on February 1",1980," and that 'if ,StIch payments are not ,com­
pleted by t.hat date'''any balance contingently due will be forgiven." 
These sta.tements were found misleading lin: failing to disclose mate­
rial provisions of the sale agreement; First,' under, the sale agree­
ment Mansol ,Corporation could have at any time after J an nary 31, 
1962, anticipated all or' any 'part' of the obligation to pay the 
$2,500,000, in which event the two promoters from whom the ceramics 
company was acquired might.xeceive more than would have been pay­
able on the basis of annual payments:oi- 50% of'Mansol Corporation's 
net profits. Second, the' agreem(mt' also '_provided that in the event 
Mansol Corporation should· inc,ur, losses for'any fiscal year ended 
,J'anu'arY'31, 1966, or' the'reafte'r; the period ending in' 1980 would 'be 
extended. 1 year·for each such ,loss year.:' ; 
. 'Moreover, the' prospectus 'set,· forth: a, 'summary of consolidated 
earnings of Faradyne and its subsi4iaries, for, the fiscal year -ended 
.January 31, 1961, which showed net income,' after provision for 
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income taxes, of $387,000 in the aggregate or 74 cents per share. 
Based upon the Commission's findings, the earnings figure on 'a po 
forma basis should have been only $108,000 or 21 c.ents per share for 
the same period. . 

The assets acquired, consisting of machinery, inventories, and writ­
ten technical information, and carried 'on the books of the seller at 
$364,000, were recorded initially on the books· of the subsidiary 'at the 
·contract price of $1,550,000. However, there was no evidence to sup-
port the allocation of 100% of this amount to fixed assets and no 
pa.rt thereof to good will. Further, Faradyne proposed to increase 
the carrying vahie of plant assets as the amounts of the contingent 
payments were accrued, which would result in a continuing increase 
in book value of fixed assets without any actual change in assets. 
The Commission found the transaction to be '.'actually a profit-sharing 
or division-of-earnings arrangement-or to put it another ,yay-it 
provided for the receipt of net earnings after 50% reserved to the 
sellers. Indeed; no contingent payments can ever be said 'in any 
realistic sense to become the property of the registrant.:' The Com­
mission held that the contingent payments should have been shown 
as a deduction before arriving at net income, and concluded that 
Faradyne's failure to deduct the $134,696 of contingent payments 
from earnings resulted in a mislearling oyerstatement of earnings by 
that amount. 

The Commission 'further held that the summ:try of earnings was 
rendered materially misleading by the failure to present n PI'O forma 
earnings statement to reflect debenture interest chnrgenble to th{~ 

replacement of a $1,200,000 interest-free obligntion with an interest­
bearing obligation, to provide adequately for income taxes, and to 
explain that net earnings for the fiscal year 1961 were higher because 
of the utilization of nonrecurring tax lOss benefits. 

The Commission concluderl that the issuance of a stop order with 
respect to both registration statements was required in the public 
interest.5 Faradyne subsequently filed amendments to the 1961 regis­
tration statement changing the offering to one of stock, and correct­
ing the deficiencies, and on October 30, 1962, the Commission lifted 
the stop order.6 

Miami Window Corporation;-The registrant, a Florida corpora­
tion organized in 1947, engages in the manufacture of various types 
of windows and other products .. It filed a registration statement 
with·the Commission on February 24, 1959, covering $3,500,000 6% 
percent sinking fund debentures with detachable. common stqck pur­
chase warrants, 150,000 shares of convertible preferred stock, and a 

• SecurIties Act Release No. 4469 (March 21. 1!l62) 
6 RecnrltieR Act Release No. 45111. 
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total of 1,075,OOq shares of common stock issuable upon exercise' of the 
warrants and the. conversion ·of the preferred stock. -The registra­
tion' statement bec~me effective on March 24, 195\), and the offering 
of the debentures. and the preferred stock was completed shortly 
thereafter. The Commission subsequently inst i tnt pel stop order 
proceedings. 

The Commission found that regis~rant's consolidated inventory, 
as shown in the balance sheet included in the registration statement, 
was materially overstated and included material amonnts which ha(l 
no adequate basis in fact.· 

It further found that the certifying accountants failed to comply 
with generally accepted auditin'g standards in auditing the inventory, 
thereby rendering false and misle~ding the representations in their 
certificate that their examination was made in accordance ,,-ith such 
standards and that the fin~ncial statements fairly presented regis­
trant's financial position . rind results of operations. 

The Commission noted that subsequent to. the filing of the regis­
tration statement, tegistra~t had .submitted periodic reports to the 
Commission· and;· to its stq~~hold~rs, illcluding certified financial 
statements for the 9 moritl)!; ended February 29, HlnO, and· the fiscal 
year ·ending February 28, 1961.. 

It concluded that ill view of the distribution of the recent financial 
statements, i~1\-estors' would be adequately informed of the facts upon 
distribution of the COIpmission's opinion to all security holders of 
the registrant, and that, under all the circumstances, issuance of a 
stop order was not necessary, provided such distribution were made . 
. \.ccordingly, the Commission dismissed the. procee'di~1gs, subject to 
the condition noted.7 

EXA~I~ATIONS AND INVESTIGATIONS 

The Commission is authorized by Section 8 (e) of the Act to make 
an examination in order to·determine whether a stop order proceed­
ing should be instituted unMr Section' 8(d). For this purpose the 
Commission is empowered to subpoena witnesses and require the pro­
duction of pertinent documents:' The Commission·is also authorized 
by Section 20(a) of the Act to'make an imestigation to determine 
whether any provision :of the Act or of any rule or regulation pre­
scribed thereunder has been ,or IS about to be violated. In a ppropri­
ate cases, investigations are instituted under this section as an expedi­
tious means of determining whether a registration statement is false 
or misleading or omit,S to state any material fact. The following 

7 Securities Act npll'llRe No. 4fi03 (.Tune 21, Hl62). 

67217:>- r.::--.~ 
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table indicates the number of such examinations and investigations 
with which the Commission was concerned during the fiRcal year. 

Cases pending at the beginning of the fiscal year______________________ 17 
Cases initiated during the fiscal year ________________________________ 18 

35 
Cases in which stop order procerlingf< were authorizerl during the 

fiscal year_______________________________________________________ 1 
Other cases closed during the 1i~cal year____________________________ 7 

Cases pending at the enel of the lll'c'al yeaL______________________________ 27 

EXEMPTION FROM REGISTRATION OF SMALL ISSUES 

Under Section 3(b) of the Securities Act, the Commission is 
empowered to exempt, by its rules and regulations and subject to 
such terms and conditions as it may prescribe therein, any class of 
securities from registration under the Act, if it finds that the enforce­
ment of the registration provisions of the Act with respect to such 
securities is not necessary in the public interest and for the protection 
of investors by reason of the small amount involved or the limited 
character of the public offering. The statute imposes a maximum 
limitation of $300,000 upon the size of the issues which may be 
exempted by the Commission in the exercise of this power. 

Acting under this authority the Commission has adopted the follow­
ing exemptive rules and regulations: 

Rule 234: Exemption of first lien notes. 
Rule 235: Exemption of securitiefl of cooperative housing corporations, 
Rule 236: Exemption of shares offered in connection with certain trans­
actions, 
Regulation A: General exemption for United States and Canadian issues 
up to $300,000. 
Regulation B: Exemption for fractional undivided interests in oil or 

gas rights up to $100,000. 
Regulation F: Exemption for assessments on assessable stock and for 
assessable stock offered or sold to realize the amount of assessment thereon. 

Under Section 3(c) of the Securities Act, which was added by Sec­
tion 307(a) of the Small Business Investment Act of 1958, the Com­
mission is authorized to adopt rules and regulations exempting 
securities issued hy It company which is operating or proposes to 
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operate as a,small business 'investmentcompallY mider the Small Busi­
ness Investment Act. Acting pursuant to this authority, the Com­
mission has adopted a Regulation E which exempts upon certain terms 
and conditions limited amounts of securities issued by any small 
business investment company which is registered under the Investment 
Company Act of 1940. This regulation is substantially similar to 
the one pi·ovided by Regulation A adopted under Section 3(b) of 
the Act. 

Exemption from registration under Section 3(b) or 3(c) of the Act 
does not carry any exemption from the civil liabilities for false and 
misleading statements imposed upon allY person by Section 12(2) or 
from the criminal liabilities for fraud imposed upon any person by 
Section 17 of the Act. 

Exempt Offerings Under Regulation A 

The Commission's Regulation A implements Section 3 (b) of the 
Securities Act of 1933 and permits a company to obtain needed capital 
not in excess of $300,000 (including underwriting commissions) in 
anyone year from a public offering of its securities without registra­
tion, it the company complies with the regulation. Hegulation A 
requires that the issuer file a notification supplying basic information 
a~~)Ut the company, c(;ll;tain' exhibits, 'and an offering circular which 
must be used in offeririg, the securi~ies. However, in the case of a com­
pany with an earnings history which"is'making an offering not in 
excess of $50,000 an offering circular need not be used. A notification 
is filed with the Regional Office of the Commission in the region in 
which the company has its principal place of business. 

During the 1962, fiscal year, 1,065 notifications were filed under 
RegUlation A, covering proposed offerings of $237,238,600 compared 
with 1,057 notifications covering proposed offerings of $239,920,549 
in the 1961 fiscal year. Included in the 1962 total were 17 notifications 
covering, stock offerings' 'of $4,406,907 with respect to companies 
engaged in the exploratory oil and gas business, 28 notifications cover­
ing offerings of $5,891,302 by mining companies and 23 notifications 
covering offerings of $5,226,927 ,by companies featuring new inven­
tions, products or processes. 
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The following table sets forth various features of the Regulation A 
offerings during the past 3 fisca I years: 

Offerillg8 ullder Regulati{)n A 

!:llze: 
$100,000 or less _______________________________________________________ _ 
Over $\00,000 but not over $200,000 ___________________________________ _ 
Over t200,OOO but. not over $300,000 __________________________________ _ 

Underwriters: Used __________________________________________ _ 
Not nsed ____________________________ _ 

Offerors: 

Fiscal year 

1Y62 

160 
208 
697 

1.065 

528 
537 ' 

1. 065 

Hi61 

165 
201 
691 

1.057 

511 
546 

1,057 

1960 

2'20 
216 
613 

1,049 

450 .,99 
1,049 

Issuingcompanies______________ ____________ ________________ 1.000 1.006 1.021 
Stockholders_________________ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ 24 2lj 27 
I d t kh II ' .' , tl 41 :l3 1 ssuersan SOC 0 (crsJol11 ) __________________________________ ~ ____ I------~---

I 1. 065 1.057 1,049 

Most of the offerings wliich were underwritten were made by com­
mercial underwriters, WIIO participated in 528 offerings in 1962, 511 
offerings in 1961, and 398 offerinbTS in 1960. The remaining offerings 
ill which COllllllissions were pllid were handled by officers, dii'ectors, 
or other persons not regularly engaged in the securities business. , -

Suspension of Exemption 

Reguhition .A provides for the suspension of an exemption there­
under where, in general, no exemption is, available for the securities 
purported to be 01fered thereunder, or whire the offering is not made 
in accordance with the terms and conditions ,of the regulation or 
with prescribed disClo~ure standards. Following the issuance of a 
temporary suspensiOll ?rder by the Conimission, the respondents may 
request a hearing to determine whether the temporary suspension 
should be vacated or ,made ,permailent .. If no hearing is requested 
within 30 days after the entry of the' temporary suspension order and 
nOlle is ordered by the Commission on its own motion, the temporary 
suspension order becomes permanent. 

During the 1 H(i2 fiscal year, tempontry suspension orders were 
isslled in 51 cases. These cases together ,yith 28 cases pending at the 
beginning of the fiscal year resulted in a total of 79 cases for disposi­
(ion. Of these 7D cases, the temporary suspension order Lecame per­
manent ill 48: ill 27 by lapse of time, in 9 by withdmwal of the 
request for hearillg, alld ill 12 aft~r hearing. Thus, there were 31 
cases pending at the end of the fiscal year. 
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Two of the above cases are summarized beJo,": t,oillustrate the type 

of m~srepresentations and other noncompliance with the regulation 
which led to the issuance of suspellsion orders. 

Chrislin Photo Industries Corp.-The Commission, in ordering 
the exemption permanently suspended, f09nd that the issuer:s offering 
circular was misleading in not disclosing all the material circum~ 
stan~es undel~ which the offering was made, including the followillg 
facts:' that no shares were to be sold at the $6 per share offerillg price 
until after a market was eS,tablished at a level well above that price,; 
that, immediately prior to any sales at $6 per share there were trans­
actions in the over-the-counter market at prices ranging from $17 to 
$22.50 per share; that a substantial number of shares were reserved 
for sale at $6 per share ~o perSons related to 01' associated with. the 
issuer and the underwriter; that a number of persons who acquired 
sha;res at $6 per share almost immediately resold them at substantially 
higher prices; and that there were persons who acted as underwriters 
although not named as such in the offering circular. 

In addition, stat.ements in t,he offering circular that a camera de­
veloped by the company was ready for marketing, that it would be in 
production within a reasOJiable time after the,completion of t.he offer­
ing, and that the company was of the opinion that the camem with 
accessories could profitably be retailed for $20 were fOllnd to be false 
and misleading because in fact' the camera was liot expected to be 
ready for marketing until March 1962, at which time achlitional funds 
would be required. 

TIle Commission further fmind'that the terms and conditions of 
Regulation A were not ~omplied wit.h in that the issuer sold securities 
without furnishing an offering 'circular as requir~d by Rule 256(a) 
and the aggregate offering price, exceeded the $300,000 limitation 
prescribed by Rule 254.8 ' 

Mainco Electronics and Ma~ine Development Corp~~ation.-Ac­
cording to the Commission's teInporary sllspension ordEn', in this case,' 
the issuer's offering circular failed to disclose, am~ng other things, 
that. it was not produ~ing the fiberglnss products referred to; that it 
had no inventory of -the electronic products described therein, ","'as 
not current.ly producing t.hose items and had litt.le or no facilit.ies to 
produce them; t.hat if had cancelled a lease agreement pertaining to 
ex'~ansion of production facil it.ies; and that. the proceeds wonl d not 
he used in the st.ated order of priority. The order also alleged that. 
the offering circular named various persons,as direct.ors when in fact 
such persons had not consented to serve, that the description, of the 
educational background of the ge'ner:tl manager and projects 'engineer 

• Securities Act Release No. 4484 (May 8, 1962). 
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was false and misleading, and that the amended offering circular con­
tained untrue statements regarding the reasons for the resignations 
of certain directors.9 No hearing was requested and the suspension 
became permanent. 

Exempt Offerings Under Regulation B ._ 

During the fiscal year ended June 30,1962,229 offering sheets were 
filed pursuant to Regulation B and were examined by the Oil and Gas 
Section of the Commission's Division of Corporation Finance. Dur­
ing the 1961 fiscal year, 261 offering sheets were filed and during the 
1960 fiscal year, 328 were filed. The following table indicates the 
nature and number of Commission orders issued in connection with 
such filings during the fiscal years 1960-62. The balance of the 
offering sheets filed became effective without order. 

Action taken on offering sheet8 filed under Regulation B 

Fiscal years 

1962 1961 1960 

---------------------------------------1---------------
Temporary suspension orders ____________________________________________ _ 
Orders terminating proceeding after amendmenL ________________________ _ 
Orders fixing effective date of amendment (no proceeding pending) ______ _ 
Orders consenting to withdrawal of offering sheet (no proceeding pending)_ 
Orders consenting to withdrawal of offering sheet and terminating pro-ceeding ________________________________________________________________ _ 

Total number of ordcrs ____________________________________________ _ 

34 
9 

138 
11 

5 

197 

16 
6 

158 
7 

188 

7 
6 

138 
11 

164 

Reports of sales.-The Commission requires persons who make 
offerings under Regulation B to file reports of the actual sales made 
pursuant to that regulation. The purpose of these reports is to aid 
the Commission in determining whether violations of law's have oc­
curred in the marketing of such securities. The following table 
shows the number of sales reports filed under Regulation B during 
the past 3 fiscal years and the aggregate dollar amount of sales during­
each of such fiscal years_ 

Report8 of 8ale8 under Regulation B 

Fiscal years 

1962 1961 1960 

Number of sales reports filed_. ____________________________ . __ _______ 4,615 2.091 4,425 
Aggregate dollar amount of sales reported ___________________________ $2,921,591 $1,894,018 $2,833,457 

• Securities Act Re]pase No. 4466 (March 20, 1962). 
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Exempt Offerings Under Regulation E 

Regulation E provides a conditional exemption from registration 
under the Securities Act of 1933, for securities of small business invest­
ment companies which are licensed under the Small Business Invest­
ment Act of 1958 or which ha~e receiv~d the preliminary approval of 
the, Small., B,ut'iness Adll(linistration ,and have been notified by the 
Admlnist~'ation tha't they ma)~ submit ail appiicatioll for such a license. 

The regulation, which is siiniIa'r iI~ many respects to the general 
exemption,provided by Regulation A, requires the filing of a notifica­
tion ,with, the Commission and, except in the case of offerings not in 
excess of $50,000;;the l filing and use of an offering ,circular containing 
certain specified information. " ; 

Regulation E provides for the suspension of exemption in particular 
cases if the, Commission ,finds that any of the terms and conditions of 
theTegulation,hav:e,notbeen met or complie~ with. 
:, There' were ,no 'filing~ under ,Regulation. E, dilring the 1962 fiscal 
year;: 

Exempt Offerings' Under Regiilation 'F' 

R!cgulation' F provides' 'al; 'exempti~n from registration under the 
Secul'i~ics' Act for; assessments'levied upon 'assessable stock and for 
delinquent iissesslliell't sales' in' amolUltsnot exceeding $300,000 in any 
one year. It l'cqliires the' filing of a'~imple not.ification giving brief 
information with respect to the issuer, its management, principal 
security'li~l~lers, ~ecent 'alld pi'op6s~d assessments a;nd other security 
issues. The regulation requires ~,pompany to sel).d to its stockholders, 
or otherwise publish, a statement of the purposes for which the pro­
ceeds '£l~oni' the assessl:nent are proposed to be used. If the issuer 
should employ any othel; sales literature in conrlection with t.he assess­
ment, copies' o£'such literature must be filed with the CommIssion. 

During 'tl;e 19'()2 :fls6al'year,.:-J(; notifications were file'd under Regu­
lation F, co,\'e.r~I)g as~essiriep,ts' of $1,300,246. Regulation F notifica~ 
(ions were tiled ill;three oi t he nine regional offices' of the Commission: 
Denver, San Francieco, and Seattle. Underw'riters.were not employed 
in allY of the Regulation F assessments. 

Regulation F provides for the suspension 'of an exemption there­
under"as in Regulation A; where the regulation provides no exemption 
or .. where the .offering is not made'in accordance with the terms and 
conditions ofthe regulation or in accordance with prescribed disclosure 
standards. ' '., " ' I 

',:' One Regulatio~r F filing ,vas temporarily suspended in the fiscal year 
1962. A request. for hearing was made 'but was,later withdrawn and 
t.he issuer con~ented to the issuance of a permanent suspe\lsion order. 

,...... II .' 



PART V 

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT 
, OF 1934 

The Securities Exchange Act of 1934 is designed to ensure the maill­
tenance of fair and honest markets in securities transactions on the 
organized exchanges and in tlieover-the-counter markets. Accord­
ingly, the Act provides for the -registration and regulation of securi­
ties exchanges and the registration of securities listed on such ex­
changes, and it establishes for issuers,of securities so registered, finan­
cial and other reporting requirements, regulation of proxy solicitations 
and requirements with respect to-ti·ading by directors, officers and 
principal security holders. The Act also provides for the registration 
and regulation of brokers and dealers ~oing ,business ,in the over-the­
counter market, contains provision~ __ designed~jo prevent fraudulent, 
deceptive 'and manipulative acts and practices on the exchanges and in 
the over-the-counter markets and authorizes the Federal Reserve 
Board to regulate the use of credit in securities transactions. 

REGULATION OF EXCHANGES AND EXCHANGE TRADING 

Hegistralion and Exemption of Exchanges 

As of June 30, 1962, 14 stock exchailges were registered under the 
Exchange Act as lIational securities exchanges: -
,\.merican Stuck Exchange 
Boston Stock Exchange 
Chicago- Board of Trade 
Cincinn-ati -Stock Exchange 
Detroit Stock Exchange 
l\:fi4,,;est Stock Exchilllge 
National Stock Exchange 
New York Stock ]';xchange 

Pacific Const Stock Exchange 
Philadelphia-Baltimore Stock 

Exehange 
Pittsburgh Stock Exchange 
Salt Lake Stock Exchange 
San Francisco Mining Exchange 
Svok:me Stoek Exchange 

There lun-e been 110 sales of securities on the Chicago' Board of 
Trade since 1953. The National Srock Exchange was granted regis­
tration as a national securities exchange on August 16, 1960, and com­
menced to operate on March 7,1962. 
:: Four exchanges were exempted from registration by the Commission 
pursuant to Section 5 of the Act: 
Colorado Sprillgs S(ock Exchange 
Honolulu Stock J~xcha ngc 

40 

~- -j{ichlllolld 'Stock Exchange 
1\')wcli ng St()('k F.XChllllgC 
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Disciplinary Action 

Each natiQnal securities 'exchange reports to the Commission disci­
plinary actions taken against its members and member firms for viola~ 
tiori of the Securities Exchange Act of 1934 or of exchange rules. 
During the year 9 exchanges reported 96 cases of such disciplinary 
actions, including imposition 'of fines aggregating $48,1>75 in 57 cases; 
the suspension from membership of 1:1 individuals and 5 meinber 
firms; the expulsion of 1 individual from associate membership and 
ttllother from allied membership; and the censure of ':t numbet· of 
individuals ll.l1d firms. 

REGISTRATION OF SECURITIES ON EXCHANGES 

It is unlawful for a member of a national securities exchange or a 
broker or dealer to effect any transaction in a' security on such 
exchange unless the security is registered on that exchange under the 
Securities Exchange Act or is exempt from such registration. In 
general, the Act exempts from registration obligations issued or guar­
anteed by a State or the Federal Government or by certain subdivisions 
or, agencies thereof and authorizes the Commission to adopt rules and 
regulations exempting such other securities as the Commission may 
find necessary or appropriate, to exempt in the public interest or fOl" 
t he protection of investors. Under this authority the Commission has 
exempted securities of certain banks, certain securities secured by 
property or leasehold interests, certain warrants and, on a temporary 
basis, certain seCll rities issnecl in snhstitution for or in addition to 
listed secnrities. 

Section 12 of the Exchange Act provides that an .issuer may regis­
Ler a class of securities on an exchange by filing with the Commission 
and the exchange an applic:I t ion which discloses pertinent information 
concerning the issuer and its nffairs. This must include information 
in regard to the issuer's business, capital structure, t.he terms of its 
securities, the persons who manage or control its affairs, the remunera-

. tion paid to its officers and directors, the allotment of options, bonuses 
and profit-sharing plans, and, financial statements certified by inde­
pendent accountant.s. 

Form 10 is the form used for registration by most commercial and 
industrial companies. There are specialized forms for certain types 
of securities, such as voting trllst certificat.es, certificates of deposit. 
and securities of foreign governments. 

Section 13 requires issuers having securities registered on an 
exchange to file periodic reports keeping current the information fur­
nished in the application for registration. These periodic reports 
include annual reports, semiannual reports, and current reports. The 
principal allllllal reporL form is Form 10-I( which is designed to keep 
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up-to-date the information furnished in Form 10. Semiannual reports 
required to be furnished on Form 9-K are devoted chiefly to furnish­
ing mid-year financial data. Current reports on Form 8-K are 
required to be filed for each month in which any of certain specified 
events have occurred. A report on this Form deals with matters 
such as changes in control of the registrant, important acquisitions 
or dispositions of assets, the institution or termination of important 
legal proceedings and important changes in the issuer's capital secu­
rities or in the amount thereof outstanding. 

Statistics Relating to Registration of Securities on Exchanges 

As of June 30, 1962, a total of 2,390 issuers had 4,013 classes of 
securities listed on registered national securities exchanges, of which 
2,821 were classified as stocks and 1,192 as bonds. Of these totals, 
1,286 issuers had 1,564 stock issues and 1,142 bond issues listed on the 
New York Stock Exchange. Thus, 54 percent of the issuers, 55 per­
cent of the stock issues and 96 percent of the bond issues were on the 
New York Stock Exchange. 

During the 1962 fiscal year, 185 issuers listed securities on a regis­
tered national securities exchange for the first time, while the regis­
tration of all securities of 130 issuers was terminated. The total 
number of applications for registration of classes of securities on 
exchanges filed during the 1962 fiscal year was 319. 

The fol1owing table shows the number of annual, semiannual, and 
current reports filed during the fiscal year by issuers having secu­
rities listed on registered national securities exchanges, and the num­
ber of such reports filed by issuers obligated to file reports under 
Section 15 ( d) of the Securities Exchange Act of 1934, by virtue of 
having registered securities under the Securities Act of 1933. The 
securities of issuers filing reports under Section 15 ( d) are generally 
traded in the over-the-counter market. As of June 30, 1962, there 
were 2,726 such issuers, including 350 that were also registered as 
investment companies under the Investment Company Act of 1940. 
The table a1so includes the number of annual reports, quarterly 
reports and reports to stockh01ders fi1ed by issuers subject to the 
reporting requirements of Section 30 of the Invest.ment Company Act.. 
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Number:of annua~ -and other periodic reports filed by iS8uers u-nder the Securities 

,EI1!?hange .,4.ct of 19.34 and the. In:vestme1!-t pomp,any Act of 1940 during the 
fi8cal year ended June SO, 19613 

Number of reports filed by-

Type or reports _ 

Listed 
Issuers 
filing 

reports 
under 
Sec. 13 

Issuers 
Over-the- filing 
counter reports 
issuers under 
filing Sec. 30 

reports of Invest-
under ment 

Sec. 15(d) Company 
Act 

Total 
reports 

flied 

------------------------------
Annual reports on Forms lo-K, N-30A-l, etc___________________ 2,326 1,796 458 4,580 
Semiannual reports on Form 9-K______________________________ 1,958 1,458 __________ 3,416 
Current reports on Form 8-K__________________________________ 4,025 2,206 __________ 6,231 
Quarterly reports on Form N-30B-L __________ .________________ __________ __________ 262 262 
Repor~ to stockholders_(Section 30(d» ________________________________________ ,___ 1,391 1,391 

Total reports filed ____ · ____________________________ ~_~~ __ ~---;:400 ~ 15,880 

- I , 

MARKET VALUE OF SECURITII!:S TRADED ON EXCHANGES 

The market value on December 31, 1961, ·of all stocks and bonds 
admitted to trading on one or more stock exchanges in the United 
States was approximately $531,833,403,000. 

Number Market value 
or issues Dec. 31, 1061 

Stocks: 
1,541 $387,841,207,000 
1,001 33,010,870.000 

New York Stock Exchange ___________________________________________ _ 
American Stock Exchange ____________________________________________ _ 
Exclusively on other exchanges _______________________________________ _ 499 5, 132, 176. 000 

1--------;1-----------
3,041 425, 984, 253, 000 Total stocks ________________________________________________________ _ 

1====1,====== 
1,186 104,634,327.000 

73 1,087,260.000 
25 127,563,000 

Bonds: , New York Stock Exchange G _________________________________________ _ 

~~r~~l~~l~tg~kolt!;~~~t~ges:::::::::::::::::::::::::::::::::::::::: 
1.284 105.849, 150,000 

4,325 531,833,403,000 

Total bonds ________________________________________________________ _ 

1===1,===== Total stocks and bonds _____________________________________________ _ 

• Bonds on the New York Stock Exchange included 47 U.S. Government and New York State and City 
Issues with $73,003,178,000 aggregate market value. 

The New York . Stock Exchange and American Stock Exchange 
figures were reported by those exchanges. There was no duplication 
of issues between them. The figures for all other exchanges were for 

. the net number of issues appearing only on such exchanges, exclud­
ing the many issues which were also traded on one or the other of the 
New York exchanges. The number, and' market. value of issues as 
shown excluded those suspended from trading and a few. others for 
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which quotations were not available. The number and market value 
as of December 31, 1961, of preferred and common stocks separately 
was as follows: 
-

Preferred stocks Common stocks 

Number Market value Number Market value 

Listed on registered excha ngcs __________________ 575 $8, 980, 105, 000 2,198 $401,085,368, 000 All other stocks 0 _______________________________ 50 457,666,000 218 15,461,114, 000 

625 9,437,771,000 2,416 416,546,482,000 

° Stocks admItted (0 unlisted tradmg prIvileges only or listed on exempted exchanges. 

The N ew York Stock Exchange has reported aggregate market 
values of all stocks thereon monthly since December 31, 1924, when 
the' figure ,vas $27.1 billion. The American Stock Exchange has 
reported December 31 totals annually since 1936. Aggregates for 
stocks exclusively on the remaining exchanges have been compiled 
as of December 31 annually by the Commission since 1948. 

Share values on ea;changes, in billions of doUars 

New York American Exclusively 
Stock Stock on other 'rotal· 

EAchange Exchange exchanges 
Dec'em ber 31 euch yectr 

1!l~6 _______ . __ .. __ . ____ . _______ . __________________ . ____ _ $59.9 $14.8 ------------ $74.7 193; _________ . _________________________________________ _ 38.9 10.2 -----.------ 49.1 
1\138 __ ~ __________________________________ ~ _____________ _ 47.5 10.8 ------------ 58.3 1939 ___________________________________________________ _ ·16.5 10.1 ------------ 566 1940 ______ . ____________________________________________ _ 

41.9 8-0 ------------ 50.5 
1941 ____________________________________________ . ______ _ 35.8 7.4 ------------ 432 lU42 ___________________________________________________ _ 38.8 7.8 --------- ... -- 46.6 1943 _______ .. __________________________________________ _ 47.6 9.9 ------------ 57.5 IU44 _______ . ____________________ • ______________________ _ 55.5 11.2 ------------ 66.7 1945 ________ . ________________________________ . _________ _ 73.8 14.4 ------------ 88.2 lY41i ___________________________________________________ _ 68.6 13.2 ------------ 81.8 1947 ______ . ______________________ . _____________________ _ 68.3 12.1 ------------ 80.4 1948 ___________________________________________________ _ 67.0 11.9 $3.0 81.9 1949 __________________ . _______________________ . ________ _ 76.3 12.2 3.1 91.6 
1950. _____ . _________ . _________ . _____ . ___ . ______________ _ 93.8 139 33 111.0 1951 ___________________________________________________ _ 109.5 16.5 32 129.2 19.52 ___________________________________________________ _ 120.5 16.9 3.1 140 ;; 1953 ________ . _____________________________ . ____________ _ 117.3 15.3 2.8 135.4 1954 ______ . ____________________________________________ _ 169.1 22.1 3.6 194.8 1955 __ . ______ . __ . ______________________________________ _ 207.7 27.1 40 238.8 1956 ____________ . _____________________________________ ._ 219.2 31.0 3.8 2.'i4.0 lU57 _________________ ._. _____ • _________________________ _ 1956 25.5 3.1 224.2 1958. ___ . ______________________________________________ _ 276. ; 31. ; 4.3 3127 19.'\1. _______ . ________________ . ________ . ________________ _ 307.7 26.4 4 <, 3384 191'0. __________________________________________________ _ 307.0 24 2 4.1 335.3 1961 _____________________________________ , _____________ _ 387.8 33.0 5.1 426.0 

• Total values 1036-47 iuclusive ale for the New York Stork Exchange anel the American Stock Exchange 
only. 

Fiscal Year Share Values and Volumes 

The uggregate murket values of all stocks on the exchanges as of 
June 30 annually, and the voiumes of shares traded on the exchanges 
in years to .Tune 30, ha,-e been as follows: 
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1~~: Volumes in ye8~ to June 30 
(bWions) 

Sbare volume Dollar volume 
--------·1-----1-----

1955 _________ . ______________________________ . ______ .. ___ . ___ _ 
1956 ______________ ' _______________ . __________________________ .. _ 
1957 __________________________________________________________ _ 
1958 .. __________________________________________ ~ ____________ __ 
1959 _________________________ . ____ . ____________ ... ____________ _ 
1960 _________________________________________________ . ________ _ 
1961. .. ____________________________________________ . __________ _ 
1962 ______________________________________________ .. __________ _ 

$222.8 
250.0 
262.0 
257.9 
337.6 
327.8 
381.0 
330.0 

I, 324. 383, 000 
1,217.935,000 
1,210,807,000 
1,209,274,000 
1,806,810,000 
I, 456. 919, 000 
I, 971, 508, 000 
1, 796, 8)(1, 000 

$36, 878. 540, 000 
36, 226, 682. 000 
32, 929, 671, 000 
30, 862, 129, 000 
51,577,195,000 
47,795,837,000 
57,029,271,000 
58, 348, 768, 000 

The June 30 values were as reported by the New York Stock Ex­
change and as estimated for all other exchanges. Volumes include 
shares, warrants and rights. Comprehensive statistics of volum'es on 
exchanges are included among the appendix tables in this Annual 
Report. . 

Aggregate market values over the years are not strictly comparable, 
since they do not indicate to what extent they reflect new listil1gs, 
mergers into listed companies, and removals from -listing. The net. 
increment from these sources during the year ending .Tune :30, 1962, 
may be estimated ~t 4 to 5 billion dollars. ' 

Foreign Stock on Exchanges 

The market value on December 31,"1961, of all shares and cer·tifi­
cates representing foreign stocks on the stock exchanges was reported 
at about $13.8 billion, of ,,-hich $12.7 billion represented Canadian and 
$1.1 billion represented o'ther foreign stocks. These figures include 
the total market value of the Canadian stock issues traded on the 
exchanges; most of the other foreign stocks were represented by 
American Depositary Receipts or American shares, only the outstand­
ing amounts of which were used in determining market 'ntlue. 

Foreign stocks on cllJchangcs 

Canadian Other foreign '1'otal 
Dec. 31, 1961 

Issues Value Issues Value Issues Value 

Exchanges: New York ________________ 12 $5,217,161,000 12 $894,192,000 24 $6,111,353,000 American ____________ . ____ 103 7,434,040,000 39 213,832,000 142 7,647,872,000 
Others only .. ___ , __________ 1 1,057,000 2 8,600,000 3 9,657,000 

Net totaL. _________ · ____ 116 12,652,258,000 53 1,116,624,000 169 13, 768, 882, 000 

The number of foreign stocks on the exchanges has declined some­
what in recent years, owing principally to a reduction in issues traded 
on the Airierican ; Stock Exchange froni 152 in i956 to i 42 in 1961. 
Trading i~ foreign st'ocks'has fallen fr~m·42.4 percent of the'reported 
share vol~e on this Exchange in'1956 to 17.8 percent in 1961.' 
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Trading in foreign stocks on the New York Stock Exchange was 
about 3.4 percent of the. reported share volume thereon in 1956 and 
about 2.8 percent in 19M. ' 

Reported'volumes ill foreign shares during 1961 included about 
74,200,000.Canadian and 12,800,000 otherforeign shares on theAmeri~ 
can'Stock Exchange and about 10,200,000 Canadian and 18,100,0,00 
other foreigii :shares on the New York Stock Exchange. The 87 
million share volume on the American was over 3 times the 28,300,000 
share volume on the New York Stock Exchange. However, in view 
of the ,higher average, share prices on the latter Exchange" its dollar 
volume in the foreign shares would appear to. have exceeded that on 
the.American Stock Exchange. 
Compa~ative : Exchange- .Statistics , ' 

The number of stocks on the New York Stock Exchange and 'on the 
American Stock Exchange has' contiriued to i:~1Cr~ase, and, the aggre­
gate number of stocks' exclusively on the oth'er exchanges has con­
tinued to decline in recent years. 

,,-' " 

Net number of, stocks on eICchanges 

June 30 
New York American E.xcluslvely Total 

Stock Stock on other stocks on 
E~change Exchange . exchanges, exchanges 

1940 ___________ . ______________ ~ -' .. : ... : __ ~ _________ . _ ... .. 'i,242 1,079 1945_ .. ___ ,: ____________________ . ___________ , ____ ,. __ . __ 
1950 ... ~ __ ._~ __________ . __ .. _ ~ __ . __ : __ . _______ . __ . ____ . 

. 1,293 
1,484 
1,543 ' 

, 1,532 

895· ., 
779 

1,289' 
951 
775 
686 
555 
519 
493 

3,610 
3,139 
3,038 
3,044 
3.018 
3,042 
3,091 

1955 ________ . _______________________________ . __________ _ 
1960 ______ c ___ : ___________ :. _________________ . _________ _ 
196L ________________________________ . _________________ _ 
1962 ____ ' ______________ ~ ______ ' ___ , ______________ . _: ____ _ ,: 1.546 

. 1,565. 

815 
931 
977 

1,033 

Aggregate share' values 'on; the ,New York'Stock Exchange"have 
become an increasing'proportion'ot total share'values'on all the'ex­
changes, at least since 1948, when our series on total share values on 
the exchanges was established. " , . 

8har~ values on ewchanges, in percentages .' '. 

December 31 

1948_: ___ ' _____ •.•.• _ .... _ .• _ ..••. _._ .••.•••••. ___ .......•.......•••.. 
1950 .. _ .. _._. __ . _ ... __ ..... _ ..... _._. _. _ ••• _ ..•. _. _. _ .... ~ .......... . 
1952._. ___ ..•.............•...•.•.•.•.•.•...• __ ... _ .......•.•••..•..•• 
1954 ... __ ....•. _._ ••• _. ___ ... ' .. ,._-' .. : ...•. ____ • __ .. _·:.: ...•.. _ .•... _ 
1956 __ .. _._. __ ._ ....•.•..... ___ • __ •..• __ • ___ .. _ .......•....•....•.... 
1958 _____ ••...... __ ..... _ .. _ •• _____ .•. _ ....... _ ...... _ ..........• _._. 
1960 ________ .....••.• ~.------ .•........ ____ .: __ •• _: ...•. "."" •. _._,. 

. " -

New York 
Stock 

Exchange 

81.81 
84.50 
85.77 
86.81 
86.30 
88.49 
91.00 

,j', 

American Exclusively 
Stock on other 

Exchange exchanges 

14.53 
12.52 
12.02 
11.34 
12.20 
10.14' 
,7.22 

3.66 
2.98 
2.21 
1.85 
1.50 
1.37 

. 1.22 

'ne ratio' of share vol~me' on, the regi~rial exchanges 'to the total ~n 
:all exchanges has contimied to d~cline 'over tp.~ year~ .. Th~ regional 
exchange' 'percentage of dollar, v;O~Ume has. remained. ~aidy .~nstant. 
In the following presentation, shares; warrants and rights are in-



TWEN'l'Y-EIGHTH ANNUAL REPORT 47 

eluded. Annual data since 1935 are shown in an ILppendix table in 
this AImual Report. 

Annual sales of 8tock on exchange8 

Percent of share volume Percent of dollar volume 
C alen dar year 

New York American All other New York Arnericilll All other 

1940 ___________________________ 75.44 1320 11.36 85.17 i.68 7.15 1940 ___________________________ 65.87 21.31 12.82 82.75 10.81 6.44 1950 __________________________ . 76.32 13.54 10.14 85.91 6.85 7.24 1955 ___________________________ 68.85 19.19 11.96 86.31 6.98 6.71 1960 ___________________________ 68.48 22.27 9.25 83.81 9.35 6.84 
196L ___ 6t.99 25.58 9.43 82.44 10.71 6.85 
1st 6 monihs-i3b~~:: .::::::::: 1\9.87 21.31 8.82 85.51 7.54 6.95 

Comparative Over-The-Counter Statistics 

So far as ean be ascertained from the standard securities manuals 
and from reports to the Commission, there are about 4,165 stocks 
with 300 holders or more, of about 3,840 domestic companies, quoted 
only in the over-the-counter market. The aggregate market value of 
these stocks on December 31, 1961, was about $105.8 billion. This 
number includes a few instances where it was assumed, because of 
active dealer interest, that there were 300 holders or more. 

The $105.8 billion market value included $26.2 billion for bank 
stocks, $22.1 billion for insurance stocks, and $57.5 billion for indus­
trial, utility, and other miscellaneous stocks. Stock issued by 
registered investment companies was not included in this compilation. 

Substantial percentages of over-the-counter stocks are ordinarily 
held by officers, directors, and other controlling persons, and in some 
instances the percentages are extreme. For example, ,V' estern Electric 
Company stock, which has recently come to have over 300 holders, has 
added about $8.7 billion market value to the group of stocks issued by 
companies not reporting to the Commission. However, 99.82 per­
cent of such stock was held by American Telephone and Telegraph 
Company and only about $15.7 million was in public circulation. 

Over-the-coun.ter 8tock8 referred to in the text, a8 of Dec. 31, 1961 

Stocks Issuers Market values 

Reporting pursuant to Section 15(d): Miscellaneous_ _ _ ____________________ __ _ _ _ ____ ___ _ _ ____ __ _ ___ __ _ 1,737 
Insurance_ _ _ _ _ _ __ _ _____ __ _ _ _ __ _ ____ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ 117 

Reporting for other reasons:" Miscellaneous________________________ 134 

Not reporting to the Commission: MIscellaneous •• ______ • ___ • ____ •••••• _ ••• _______ ._ •• _. ____ • ____ _ 
Insurance ______________________________________________________ . 
Ranks_. ______ . __ ,, ____________________ _ 

TotaL .. _ -- ----I 
• Tbese companies bave otber issues listed on stock excbanie!!. 

1,988 

1,189 
171 
817 

2,177 

4,165 

1,545 $31, 132, 640. 000 
108 5,634,340,000 
111 4, 608, 950, 000 

---[-----
1,764 41,375.930,000 

=='1==== 
1,096 21,747,927,000 

165 16,525,250,000 
815 26, 178, 400,000 

2.076 64,451,577.000 

3,840 105,827.507.000 
==,1===== 
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In addition to the stocks mentioned above, there is a large number 
of actively quoted stocks of companies so small as not to require con­
tinuous reporting to the' Commission, and whose 'coverage by the 
standard securities manuals is generally limited to brief announce­
ments of the circumstances of the offerings. Their number, was in 
excess of 1,000 on December 3'1; 1961, -at which time they constituted 
about 25 percent of the actively quoted stOcks ii~ the National Quota­
tion Bureau services. 

A comprehensive vie,,; of the number of securities quoted over-the­
counter at anyone time is afforded by data supplied by the National 
'Q,uotation Bureau, "hich is the principal purveyor of over-the-coun­
tel' quotations in 'the United States. The following table s11mvs the 
number of stocks quoted in the daily service and the corresponding 
aggregate number of dealer listings, as reported for a day at approxi­
mately January 15th annually. 

Number of stock8 anit deaier listings on or about J'lIIuary 15th 

Stocks' De';ller listings 

1U5!l. ___________________ , __________ : _______ ' ________ , _________ , _________ _ 
1960 _____________________________ , ______________________________________ _ 
1961 __ , ___ , __________________________________________________ , __________ _ 
1962 _________________________________ : __________________________________ _ 

6,121 
6,551 
6,918 
8,127 

" The number annually since 1925 is shown on p, 72 of our 26th Annual Report (1900). 

, ' 

23,964 
25,950 
28,270 
35,050 

About half of the stocks show substantial concentration of dealer 
listings, i.ncluding both bids and offers. Many of the remainder are 
quoted only on tlie bid side, indicating sporadic dealings, and some 
are listed on domestic or Canadian stock exchanges. 

Reporting Under Section 15(d) 

Issuers reporting pursuant to Section 15(d) of the Exchange Act 
continue to increase in nurriber despite the numerous reductions' oc­
casioned by listing on' the excl~anges or absorption into other com­
panies by purchase of assets OL' mergers. They increased from 2,017 on 
December 31, 1960, to 2,435 on December 31, 1961. The 2,435 reporting 
issuers included 1,720 having $42.5 billion aggl'egate market value of 
stocks. The remaining -715 issuers included partnerships, voting 
trusts dupllcative of listed shares, stock purchase and employees sav­
ings plans, companies witli only bonds in public hands, registered 
investment companies, and numerous issuers for whose shares no quo­
tation was available, including a considerable number registering in 
1961 but. not. offering t.heir shares unti11962. . 
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I88uer8 reporting under 8ection 15(d) as of Dec. 81,1961 a 

Stocks Issuers Market values 

Over the counter: Mlscellaneous____________________ ___ ________ ______ ______________ ' 1,737 1,545 $31, 132, 640, 000 Insurance __________________ :_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ 117 108 5, 634, 340, 000 Forelgn ____________________________________________________ , _ _ _ _ 37 34 2, 181,900,000 

1,891 1,687 38, 948, 880, 000 

On stock exchanges: b M iscellaneous _________________________________________ , __ : ___ c__ 30 28 708, 400, 000 
3 1,267,000,000 
'2 1,532,400,000 

Insurance_____ ___ ____________________ ______ ___ ___ ___ ___ ___ ___ __ _ 3 
Forelgn ___________________________________________ -' ___ :______ ___ 2 

35 33 ,3,507,800,000 

Total _________________________________________________ :_:____ _ 1,926 1,720 42,456,680,000 

• Includes only issuers with stocks Cor which quotations were available. 
b These issuers had stocks with only unlisted trading privileges on exchanges. They also had 31 stocks 

aggregating $937,440,000 which were only over the counter, and which have been included in the over-the-
counter showing of stocks and market values above. ' , 

DELI STING OF SECURITIES FROM EXCHANGES 

Applications may be made to the Commission by exchanges, to 
strike any securities or by issuers to withdraw,their securities from 
listing and registration on exchanges pur~uant to Rule 12<l2-1(b) 
under Section 12 ( d) of the Exchange Act. During the fiscal year 
ended June 30, 1962, the Commission granted applications by' 
exchanges and issuers to remove 60 stock issues a~d 45 bond issues, 
from listing and registration. There were 64 total stock removal~, 
since 4 stocks were each delisted by 2 exchanges. , The number of 
issuers of stock involved was -54. The removals were as follows: 

• " Stock 
ApplIcations filed by: , issues 

~e~ York Stock Exchange ____ ~ _______________________ ~___ 23 
American Stock Exchange________________________________ 6 

Boston Stock Exchange _______ ~--.,--,.,.-------------------- 2 
Mid~est Stock Exchange ____________________ -" _____ :._..:_...:__ 6 

Pacific Coast Stock Exchange_____________________________ 11 
Pittsburgh Stock Exchange _________________ ..: ___________ .:._ l' 
Salt Lake Stock Exchange ___________________ ~ ___________ ' 8 
San Francisco Miriing Exchange ___________ .:. __ ~___________ 3 
Issuers __ ~ _____ ~ ___ ~ __ ~ _____________ ~ __ ~ ___________ ~ _____ ' 4', 

Bond 
issues 

44 
o 
1 
o 
o 

·0, 
o 
o 
o 

TotaL: __________ :.. __ ~ ___________________ ~.::!..· ___ . .:------___ 64 45 

In accordance with the practice' in r~cerit yeah;, nearly' all of the 
delisting applications were filed by 'exchanges. 'O~ly four of the 
applications wer,e filed by issuers, in each instance for the purpose Of 
reducing multiple expenses by delisting from one' exchange stocks 

,which ,remained listed on other exchanges. - :' ~' 
The applications by exchanges were based 'on fa<;:tois' such as 

limited distribution, sale of assets, or precarious financial condition. 
The 45 bond issues were all Of foreign origin, including 17 issues of 

67217~ 
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"iron-curtain" countries suspended from trading in 1941, and 28 
small residues of offers in exchange and settlement. The 23 stock 
delistings by the N ew York Stock Exchange were in accordance with 
its delisting criteria established in 1914, and expanded from time to 
time thereafter. During the' year, it obtained complete observance 
of its policy requiring solicitation of proxies for meetings of stock­
holders. The eight delistings by the Salt Lake Stock Exchange 
resulted, from its adoption on February 16, 1962, of new require­
ments for retention of listed status. ' The American Stock Exchange 
on April 5, 1962, adopted new delisting rules and criteria with 
respect to lack of earnings, limited distribution of securities and dis­
posal of principal operating assets. 
Delisting Proceedings Under Section 19(a) 

Section 19(a) (2) authorizes the Commission to suspend for a period 
not exceeding 12 months, or to withdraw, the registration of a security 
on a national securities exchange if, in its opinion, such action is neces­
sary or appropriate for the protection of investors and, after notice 
and opport~ity for hearing, the Commission ~ds that the issuer of 
the security has failed to comply with any provision of the Act or the 
rules and regulations thereunder. The following table indicates the 
number of such proceedings with which the Commission was' con­
cerned during the 1962 fiscal year. 
Proceedings pending at tbe beginning of tbe fiscal year __________ :-____ _ 

Proc,eedings initiated during the fiscal yea~--------------------:..---'--

Proceedings'terminated during the fiscal year: 
By order withdrawing security from registration ____________ ~_----

3 
1 

2 

4 

2 

Proceedings' pending at the end of the fiscal iear _______ ..:~ ______ ~______ 2 

Section 19(a) (4) authorizes the Commission , summarily to suspend 
trading in any registered security on a national securities exchange 
for a per~9d not exceeding ten days if, in its opinion, such action is 
necessary' or appropriate for 'the protection of investors' and the 
public interest' so requires: During the "1962 fiscal 'year the Commis­
sion found it necessary and appropriate, in four instances to use its 
authority to suspend summarily trading in securities registered on a 
national se~urities exchange. All of these suspensions remained in 
effect at the erid of the fiscal year: In addition, two of the three sus~ 
pensions whicJJ. were in: effect at the, beginning of the fiscal year 
remained in effect at the end of the fiscal year. 

One of ,the two, cases in 'which an order was ,iss].led, unp.er. Section' 
19(a) (2) during the fiscal ye,ar withdrawing securities from -registra-
tion on a national securities exchange is qescribed below. .' 
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"Consolidated Development Corporation.-Registrant, a Delaware 
corporation organized in 1956 under' the name of Consolidated Cuban 
Petroleum Corporatiori;to engage in the operation, development and 
production of oil and gas in Cuba, registered its common stock on 
the American Stock Exchange in 195-6. It adopted its present name 
in 1959, after the petroleum ventures had sustained severe financial 
losses. It then decided to engage in the acquisition and development 
of real estate in the State of Florida. ' 

Registrant admitted that it had violated Section 13 of the Exchange 
Act arid rules thereunder, in that its application for registration of 
its common stock on the exchange, its annual reports for the years 
1956 through 1959, inclusive, and a number of current reports filed or 
required to be filed were inaccurate or inadequate. Among other 
things, the reports failed to set forth that registrant exchanged stock 
with three corporations in which officers and directors of registrant 
were promoters, officers, directors, and major stockholders; that it. 
issued stock to certain persons in Cuba for oil leases' and services; 
and that in the years 1956 through 1959, several controlling share­
holders and officers disposed of a large amount of stock of registrant, 
which was ,not registered under the Securities Act, to residents of 
and broker-dealer firms in the United States. 

Further, registrant admitted that its reports were materially 
iriaccurate in representing that all sales and exchanges of 2,147,457 
shares of outstanding stock were made in Cuba and did not require 
registration under the Securities Act ·as not involving public offer­
ings in the United States, and in representing that it had 1,086 stock­
holders when in fact it had only about 766. Registrant also omitted 
to disclose that in November 1959, a new Cuban law was published 
cancelling all applications for petroleum exploration and exploitation 
concessions, permitting continuation of explorations in progress where 
certain minimum drilling requirements were met and providing for 
payment to Cuba of a 60 percent royalty on petroleum produced, and 
the effect of such law on registra1.1t's operations. 

On the basis of these and other deficiencies the Commission issued 
an orde~ withdrawing the registrant's common stock from registra­
tion on the exchange, which, had suspen~ed trading in the stock in 
December 1959.1 ' . 

UNLISTED TRADING PRIVILEGES ON EXCHANGES 

Stocks with only unlisted trading privileges on exchanges con­
tinued to decline in number, falling from 212 on June 30,1961, to 187 
on June 30, 1962. The American Stock Exchange accounted for 12 

1 SecuritIes Exchange Act Release No. 6672 (November 24.1961). 
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of. the 25 removals .. This Exchange now applies to its unlisted issues 
the'same requirements for retention as it 'applies to listed issues, pur­
suant· to; rules and criteria established' April 5, 1962. The Pacific 
Coast Stock Exchange also accounted for 12 removals, leaving only 
5 stocks remaining in the unlisted category on that exchange. . The 
distribution. of unlisted stocks and share volumes among the exchanges 
is shown in Appendix Table 8 of this report. 

The reported volume of trading on the exchanges in stocks with 
only unlisted trading privileges, for the calendar. year 1961, was about 
45,427,000 shares or about 2.1 percent of the total share 'volume of. all 
the exchanges. About 83.2 perceJ;lt of this volume was on·the Ameri­
can Stock Exchange, 15.3 percent was on the Pacific Coast Stock 
Exchange, and three other exchanges contributed the remaining 
1.5 percent. The share volume in these stocks was about 6.9i percent 
of:the total share volume on the' American Stock Exchange and about 
10.8 percent of that on .the .Pacific Coast Stock Exchange in the 
calendar year' 1961. ,. 

Unlisted trading privileges on some exchanges in stocks listed and 
registered on other exchanges numbered 1,532 on June 30, 1962. The 
volume of .unlisted trading in these stocks, for the calenda,r year 1961, 
was reported at about 57',900,000 shares. About one-fifth of this vol-

. uriHi was on the American Stock Exchange in stocks listed on regional 
exchanges, and about four-fifths was on regional exchanges in stockR 
listed on the New York or American Stock Exchanges. While the 
57,900,000 shares amounted to only 'about 2.7. percent of the total 
share volume on all the exchanges, they constihlted substm"itial por­
tions of the shares traded on the hiading regional exchanges, reaching 
about 78 percent on Boston, 72 percent on Philadelphia-Baltimore, 68 
percent on Cincinnati, 53 percent on Detroit, 44 percent on Pittsburgh, 
RO percent on Midwest, and 17 percent on Pacific Coast Stock 
Exchange. 

Applications for Unlisted Trading Privileges 

Applications by exchanges for unlisted trading privileges in: stocks 
listed on other exchanges, made pursuant to Rule 12f-1 under Section 
12 (f) of the Exchange Act, were granted by' the C6mmissio~ during 
the fiscal year ended June 30,1962, as follows: 

Number 
Stock exchange: 01 8tocks 

Boston __________________ ~_ 24 

C~ncinnati-------------~--- 10 
l)etroit _________ .,_________ 24 
Midwest ,__________________ 12 

Pacific COasL_____________ 4 

Stock exchange-Con, 
Philadelphia-Baltimore 

NlImber 
01 stocks 

9 
Pittsburgh _________ .: _____ _ 1 

1 Spokane ____ ~ ____________ _ 

TotaL_________________ .' 85 
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'During the fiscal year, the Commission granted applications by the 
'American Stock Exchange pursuant to Rule 12f-'-2 under Section 
12(f) of the Exchange Act for continuance of unlisted trading, on 
the ground of substantial equivalence, in the stock of Dominion Tar 
& ,Chemical Co., Ltd., after the number of its shares was more than 
doubled through offers of exchange for other common stocks, and in 
the stock of Wagner Baking Corporation in substitution for voting 
trust certificates upon expiration of the voting trust. ' ; 

BLOCK DISTRIBUTIONS REPORTED BY EXCHANGES 

The usual ,method of distributing blocks of listed securities con­
sidered too large for the auction market on the floor of an exchange 
is to resort to "secondary distributions" over the counter after the 
close of' exchange trading. 

In an effort to keep as much as possible of, this bu~iness on their 
floor's, Special Offering Plans were 'adopted by leading exchanges 
commencing'in 1942, and the somewhat more flexible E'xcIiange Dis­
tribution Plans commencing in 1953., The phins, declared effective 
by this Commission, include: an exemption from the,anti-manipulativ,e 
Rule 10b-2, as set forth in paragraph (d) thereof, with respect fo 
payment of compensation in connection with' the distributiOll of 
securities. " " , 

The largest number of Special Offerings was 87 in 1D44, with $32,-
454,000 aggregate value. The number has declined through the years, 
there being only two in 1961, aggregating $1,503;750. 

Block di.strib'utions reported by exchanges 

Special offerings ___________________________________ _ 
Exchange distributions ____________________________ _ 
Secondary distributions ___________________________ _ 

Special offerings _____________________ ' ______________ _ 
Exchange distributions ___________ c ________________ _ 
Secondary dlstributions ___________________________ _ 

Number I Shares in I Shares sold I 
offer 

Value 

12 months ended Dec, 31, 1961" 

21 33 
130 

35, 000 1 35, 000 1 $1, 503, 750 
1,229,811 1,127,266 68,072,418 

19;575,?'I1 ,19,910,013 926',514,294 

6 ,months ended June 30, 1962 

11,400'1 366,043 
5,933,570 

11, 400 1 $468', 850 
323, 165 9,010,256 

'6,064,711 365,915,367 

" Details of these distributions appear in the Commission's monthly Statistical Bulletins, Data for prior 
years are shown in an appendix table in this Annual Report, 

The largest number of Exchange Distributions was 57 in 1954, C9m­
pared with 33 in 1961. However, the $58,072,418 total in 19~1 was 
considerably larger than in any: previous year. " , 

Secondary di,stributiops, as'reported since 1942,·~~.ached· a peak of 
$926,514,000 during the calendar year 1961. Totals for recent half-
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year periods were $455,764,000 for the first 6 months and $366,572,-
000 for the last 6 months of 1959, $176,345,000 and $248,343,000 for 
the respective periods in 1960, $559,924,000 and $366,590,000 for 1961, 
and $365,915,000 for the _ first 6 months of 1962. The $559,924,000 
total for the 6 months ending June 30, 1961 is the largest on record. 

. . ,. 

M~IPULATION AND STABILIZATION 
, . 

Manipulatiou 

The Exchange Act describes and proilibits certain forms of manipu­
lative activity in any security registered on a national securities 
exchange. The prohibited activities include wash sale? and matched 
orders effected for the purpose of creating a false br misleading 
appearance of trading activity in or with -respect to the market for 
any such security; a series of transactions intended to raise or depress 
the price of such security or to create actual or apparent active trad­
ing for the purpose of inducmg purchases or sales of such security by 
others; circulation by a broker, dealer; seller, or buyer, or by a person 
who receives consideration from-a broker, dealer, seller.or buyer, of 
information concerning market operations conducted for a rise or a 
decline in the price of such security; and the making of any false 
and 'misleading statement of material information by a broker, dealer, 
seller, or buyer regarding such security for the purpose of inducing 
purchases or sales. The Act also empowers the Commission to adopt 
rules and regulations to define 'and prohibit the use of these and other 
forms of manipulative activity in any security registered on an 
exchange or traded over the counter. 

The Commission's pIarket surveillance staff in its Division of Trad­
ing and Exchanges in Washington and in its New York Regional 
Office and other field offices observes the tickertape quotations of 
securities listed on the New York Stock Exchange and on the Ameri­
can Stock Exchange, the sales and quotation sheets of the various 
regional exchanges, and the -bid and asked prices published by the 
National Quotation Bureau for about 6,000 unlisted securities to 
observe any unusual and unexplained price variations or market 
activity. -The financial news ticker, leading newspapers, and various 
financial publications and statistical services are also closely followed. 

When unusual and unexplained market activity in a security is 
observed, all known information regarding the security is exa'mined 
and a decision made as to the necessity for an investigation. Most 
investigations are not made public so that no unfair reflection will be 
cast on any persons or securities and the trading markets will not be 
upset. These investigations, which are conducted by the Commis­
sion's regional offices, take two forms. A preliminary inveStigation 
or "qui~" is --~nducted to rapidly discover evidence of unlawful 
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activity. If it appears that' more intensive investigation is necessary, 
a' formal order of investigation, which carries with it the right to 
issue subpoenas, is issued by the Commission. If violations by a 
broker-dealer are discovered, the Commission may institute adminis­
trative proceedings to determine whether or not to revoke his registra­
tion or suspend or expel him from membership in the National 
Associati"on of Securities' Dealers, Inc., or from a national securities 
exchange. The Commission may also seek ,an injunction'against any 
person violating the Exchange Act and it may :refer info'rmation 
obtained in its investigation to the Department of Justice recommend­
ing that persons violating the Act be criminally prosecuted. In some 
cases, where state action seems likely to bring quick results in pre­
venting fraud or where Federal jurisdiction may be doubtful, the 
information obtained may be referred to state agencies for state 
injunctive action or criminal prosecution. 

The following table shows the number of quizzes and formal investi­
gations -pending at the beginning- of fiscal 1962, the number initiated 
in fiscal 1962, the number closed or completed during the same period, 
and the number pending at the end of the fiscal year: 

Trading inve8tigatioll8 

Quizzes Formal In­
vestigations 

Pending June 30, 1961. ________ , __________________________ ~ __________________ . 91 16 
Initiated_ _ _ ____ ___________________________ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ 76 5 

1----1----TotaL _________ 
7 

______________________ ; _______________________________ 1===1=67=1====21 

Ciosed or completed during fiscal year_______________________________________ 84 9 
Changed to formal during fiscal year _________________________________________ 

I 
___ '_5_

1 
____ --_--_--_--_--_--

TotaL ______________________________________ ,_'_, ____ :, _____________ ' ___ I=~=;;8~=I====::;9 

Pending at end of fiscal year ____________ ~--------------------- ______________ _ 78 12 

When securities are to be distributed to the public, their markets 
are watched very closely to make sure that the price is not unlawfully 
raised prior to or, ;during the offering period. Registered offerings 
numbering 1,815, having a value of over $19 billion, and 1,065 offerings 
exempt under Section 3 (b) of the Securities Act, having a value' of 
about $237 million, were so observed during the 'fiscal year. Other 
offerings numbering 141, such as secondary distributions and distri­
butions of securities under special plans filed by the exchanges, having 
a total value of $382 million, were also kept under surveillance. 
Stabilization 

Stabilization involves open~market purchases of securities to pre­
vent or retard a decline in the market price in order to facilitate a 
distribution. It is permitted by the Exchange Act subject to the 
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restrictions provided by the Commission's Rules 10b-6, 7, and 8. 
These TIlles are designed.to confine stabilizing activity to that neces­
sary for the above purpose, to require proper disclosure and to prevent 
unlawful manipulation .. 
, ·During 1962 stabilizing was effected in connection with stock offer­

ings totaling 65,028,432 shares. having an aggregate public offering 
price of $1,536,800,426 and bond offerings having a total .offering 
price of $153,991,500. In these offerings, stabilJzing transactions re­
sulted in the purchase of 1,803,713 shares' of stock ata cost of 
$46,092,610 and bonds at a cost of $2,069,243. In connection with the 
stabilizing transactions, 10,241 stabilizing reports showing purchases 
and sales of securities effected by persons conducting the distribution 
were received and examined during the fiscal year. 

INSIDERS' SECURITY HOLDINGS AND TRANSACTIONS 

• Secdon 16 of the Act is designed to prevent.the lUlfair use of in for­
mati'onby directors, officers and principal stockholders· by giving 
publicity to their security holdings and transactions and by reinoving 
the profit incentive in short-term trading by them in securities of their 
company. Such persons by virtue of their position may have 
knowledge of the company's condition and prospects which is unavail­
able to the general public and may be able to use such information to 
their personal advantage in transactions in the company's securiti,es. 
Provisions similar to those contained in Section 16 of the Act are also 
contained in Section 17 of the Public Utility Holding Company Act of 
1935 and Section 30 of the Investment Company Act of 1940. . 

Ownership Reports 

" Section 16(a) of the Securities Exchange Act requires every person 
who is a direct or indirect beneficial owner of more tha'n 10 percent of 
any class of equity securities (other than exempted 'securities) -which 
is registered on a national securities exchange, or who is a director or 
officer of the issuer of such securities, to file reports with the Com­
mission and the exchange disclosing his ownership of the issuer's 
equity securities. This information must be kept current by the filing 
of subsequent reports for any month in which a change'in his 0wner­
ship occurs. Similar reports are required by Section 17 (a) of the: 
PubIlc Utility Holding Company Act of, officers, and directors,: of 
public utility holding companies and by Section 30 (f) of the Invest­
ment Company Act of 'officers, directors, principal security holders, 
members of advisory boards and investment advisers or affiliated 
persons of investment advisers of registered closed-end investment 
compames. 
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, Ownership reports are avail~ble ~or pubJic inspection at the Co~­
mission's office in Washington and those filed under'Section 16(a)' of 
the Securities Exchange ,Act may als,o be inspected at the approp'rl:at~ 
exchange. In addition, ,'for the purpose'of making the reported 'infor­
mation available to interested persons who, may not be able to inspect 
the reports in person, the Commission summarizes and publishes s,llcl{ 
iIi formation in a monthly "Official Summary of, Security Transac­
tion's ancI Holdings," which is distributed by the Gov:erninent Printing 
Office on a subscription basis. 'Subscriptions to this publicatiOl~ 
exceed 16,000. ' 

During the fiscal year, 42,983 ownership reports were filed, as cOlil~ 
pared with 40,$69 reports filed during the 1961 fiscal year. The 
number of reports filed has more than doubled during the past 10 
years-21,061 reports having been filed, during the 1952 fiscal year. 
Recovery of Short-Swing Trading Profits by Issuer 

, In order to prevent insiders from making unfair use of informa­
tion which may have been obtained by ,reason of their relationship 
with a company, Section 16(b) of the Securities Exchange Act, Sec­
tion 17 (b) of the Public Utility Holding Company Act, and Section 
30(f) of the'Investinent 'Compariy Act provide for the rec~very by 
or on behalf of the issuer 'of any 'profit realized 'by insiders from 
certain purchases and sales,' or sales ancl purchases, of securities of 
the company within any period of less than 6 months. The Commis­
sion has certain exemptive powers ~itil respect to transactions not 
comprehended' within the purpose" of these provisions, but is not 
charged with theenforcenjent 'of the civil remedIes, created thereby. 

REGULATION OF PROXIES 

Scope of Proxy Regulation 

Under SeCtions 14(a) 'of the Securities Exchange Act, 12(e) of the 
Public Utility Holding Company Act pf 1935, and 20(a} of :th~ 
Investm'ent Company Act of.i~~O, theCom,mi~sion has adopt~d Regu~' 
latio~' Hrequiringthe disclosure in a pro:xy statement of pertinent 
information in connection with the solicitation of, proxies, consents 
and authorizations in respect of securities of companies subject ,to 
those statutes. ' The'regulation provides, amorig' other' things, that 
when the management is soli,citing proxies, any securit,yholder desir~ 
ing to 'coIIlffiuuicate :with other security holders for a proper purpose 
may require the management to furnish him with a list ,oj all security, 
holders or to mail his communication to security -holders for him. 
A 'security holder may also, subject to reasonable prescribed limita-



58 SECURITIES AND EXCHANGE COMMISSION 

tions, require t~~ management to include in its proxy material. any 
appropriate proposal wh~ch such security holder desires to submit 
to a vote of security holders. Any security hold~r or group of secu­
r~ty holders may at any time make an independent proxy solicitation 
upon compliance with the ,proxy rules,. whether or not .the manage­
ment is making a solicitation. 

Copies of proposed proxy material must be filed with the Com­
mission in 'preliminary form prior to, the date of the proposed solicita­
tion. Where 'preliminary mat~rial fails to meet the prescribed dis~ 
closure standards, the management or other group responsible for 
its preparation is notified informally and, given an oppo~tunity, to 
avoid s~ch defects in the preparation of ~he proxy material in the 
definitive form in which it is furnished to stockholders. 

Statistics Relating to Proxy Statements 

During the 1962 fiscal year, 2,2.59 proxy statements in definitive 
form were filed under the Commission's Regulation 14 for,the.solici­
tation of proxies of security holders; 2,253 of these were filed by 
management and 6 by nonmanagement groups or individual stock­
holders. Th~se 2,259 solicitations related to 2,135 companies, some 
124 of which had more than 1 solicitation during the year, generally 
for a special meeting not involving the election of directors. 

There w~re 2,063 solicitations of proxies for the election of direc­
tors, 183 for special meetings not involving the election of directors, 
and 13 for assents and authorizations for action not involving. a 
meeting of security holders or the election of directors. 

In addition to the election of directors, the decisions of security 
holders were sought through the solicitation in the 1962 fiscal year 
of their proxies, consents and authorizations with respect to the 
following types of matters: 
Mergers, consolidations, acquisitions 'of businesses, purchases and sales 6f 

property, and dissolutions of companies ____________ :... __________ .:._:...____ ,139 

Authorizations of new or additional securities, modifications of existing 
securities" 'and recapitalization plans' (other than mergers,' conso~ida-
tions, etc.) _______ :.. _________ ' ____________ ~ ____________ ..: _______ ..: ___ ~___ 346 

Employee pension and' retirement plans' (including amendments to exist- . 
ing plans) __ ..: _________ ..: _____ .:. ___ .:. __ ..: __________ ..:::____________________ 44 

Bonus, profit-sharing plans and deferred compensation arrangements (in-
cl~ding amendments to existing plans and arrangements') _____________ .- 41 

Stock option pians (including amendments to existing plans) _~ ___ ~~______ 273 
Stockholder approval of the selection by management of 'independent auditors ________________________ .:. __________ ~ ______ ~ ____________ ~____ 9~i' 

Miscellaneous amendments to charter 'and bylaws, and 'miscellaneous other 
matters (excluding those involved in the preceding matters) ______ . ___ ~- ,453 
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Stockholders' Proposals 

, "During the 1962 fiscnl yenr,' 44 stockholders'submitted'a total of 242 
proposals which "were included in the 122 proxy statements of 122 
companies under Rule 14a-8 of Regulation 14. 

"Typical of such stockholder proposals submitted'to a vot~ of secu­
rity holders were resolutions relating to amendments to charters or 
bylaws to provide for cumulative voting" for the election of 'directors, 
limitations, on granting stock options' and~heir exercise by key 
employees and"management groups, sending a postmeeting report 
to all stockholders, clianging' the place' of 'the -annual' meeting of 
stockholders, and the approval by stockholders of management's selec-
tion of independent auditors. ' -, 

The managements of 25 companies omitted from their proxy state­
ments under the, Commission's Rule' 14a-8a total of 62 ndditional 
proposal~ submitted by,25 individual stockholders. The principal 
rensons for such omissions and the numbers of times each such renson 
w~'s involved (counti~g ~nly one ~ea~on for omission for ench proposnI 
even though it may have been omitted under more than one provision 
of Rule 14n-8) were as follows: 

(a) ,22 proposals were withdrawn by the stockholders; 
(b) 14 proposals were not a proper subjec~ mntter under state 

law; 
(c) 1l,:proposals, related to the ordinary, conduct of the ,com-

pany's business; , , 
( d) 6 proposals .involved the election of directors; 
( e) 3 proposals concei'lled a personal. grievnnce against the 

company; , 
(f) 3 proposals involved SUl>stantially the same ,matters as had 

, previously been submitted to security holders; 
(g) 2 proposals were not timely submitted; 
(h) 1 proposal and reasons therefore was deemed misleading. 

R~tio or Soliciting to Nonsoliciting Companies 

Of the 2,388" issuers that had securities listed and registered on 
national securities exchanges as of June 30, 1962, 2,221 had voting 
securities so listed and registered. Of these 2,221 issuers, 6 l~sted and 
registered voting securities for t4e ~rst time after their annual stock­
holders' meeting in fiscal 1962 ;0£ the remaining 2,215 issuers with 
voting securities, 1,807, or 82 percent, 'solicited proxies under the Com­
mission's proxy rules dliring th~ 1~62 fiscal year for tl~e election ,of 
directors. ,. ' . , ' , , 
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Proxy Contests 

During the, ;1962 fiscal year, 17 companies were involv.ed' in proxy 
contests .for the election of directors. A total, of 253' persons" both 
m~nagement and nonm'an~g~ment, filed detailed: statements as partic­
ipants under the rE)quirements of Rule 14a-:-11. Proxy statements'in 
10 cases inv.olved contests for control of the board 'of directors and 
those'in 7 ca:ses inv~lve9., ~n_tests for representation on the, board. 
: Management' retainE)d rcontrol of the bQard of. ,directors in 4 of the 
ro<.\~ntests.for co~trol, 1. was settled by negotiation" n'onmanagement 
persons won;3 and, ,2 .were pending as of J u,ne 30, 1962. Of the 7 cases 
where r~presentation on the, board of directors was involved; manage~ 
ment retained all places on the board in 5 cases. 

INVESTIGATIONS 

Section 21 (a) of the Act authoriz~s t,he Commission to make such 
investigations as it deems necessary to determine whether any person 
has violated' or is ab'out to violate any pr,ovision of the Act or any 
rule or regulation thereunder. 7'he Commission is authorized, for this 
purpose, to admiIiister oaths, subp'oena witnesses, compel their attend: 
anee, take evidence and require the production of records, In addition 
to the investigations undertaken,in enforcing the anti-fraud, broker­
dealer registration, and other regulatory provisions of the Act, which 
are discussed in Part XI of this report under "Complaints' and Investi­
gations," the following in~estigations were undertaken 'in 'enforcing 
the reporting provisions of Sections 12, 13, 14 and 15 ( d), of the Act 
and the rules thereunder, particularly those provisions relating to the 
filing of annual and other periodic reports and proxy ~~terial: 
Investigations pending at beginning of the fiscal year______________ 27 
Investigations initiated during'the,'fiscal year ____ ~_________________ 13 

• ~ ~ J r ' 

Investigations closed during the fiscal year ____________ ~ __________ ' ______ , 
40 
19 

Investigations pending at the close of the fiscal year ____________________ 21 

REGUI;ATION: OF BROKER-DEALERS AND OVER-THE-COUNTER 
MARKETS, 

Registration 

, : S~~tion J5 (a) of the' Securities E~cliange Act of. 1934 requires the 
registration of all brokers. and' dealers, w ho u~e the mails. or instru­
mentalities of interstate commeree to effect or induce tran~action~ in 
securiti~,'in the. over-the-co~nter market. Br~kers ~nd dealers' con­
ducting an exclusively intra~tate business ~r dealing onlY,in exempted 
securities, commercial paper, commercial bills or bankers' acceptances 
are exempt from registration. 
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The' tab16 below sets 'forth statistics' on broker-deaier registrations 
and applications for,fiscal 1962. ' ' 

Effective r'egistrations at close of preceding fiseal year _______ '_~ _______ ;_- 5: 500 
Applications pending at close of preceding fiscal 'year _____ :...______________ 126 
Applications' filed 'during fiscal year.: ________ '-__ '_.: ___ .:. _______ -: _________ 1,133 

TotaL ____ .:-------:----------------,,--------------------_________ 6, 759 

Applications denied _______ -.:_,. ________ :.. ___ ''-' ______ ~· ___ :....:.~ _______ .:_' _____ . . 2 
Applications withdrawn __ ..:_' _____________________ ~ ______________ ..:_____ 15 
Applications cancelled __________________________________________ ~_____ 0 

Registrations withdrawn_____________________________________________ 705 
Registrations cancelled ___________________________________ :..___________ 43 
Registrations revoked:... ______________ ' ___________ , ____________ ,__________ 47 
Registrations suspended ____________ ~ ______ ~ ________________ .:_________ 5 

Registrations effective' at end of fiscal year _____ '- _________ ~~ ___ ~ ___ ~ ___ 5,868 
Applications 'pending at end of fiscal year ________ ~ __ ~_, ___ ~ ____________ :.. 81 

TotaL _____ T ____ ~ _____ _:.:.--------~-------------------:...--____ , __ ,- 6,766 
Less: Suspended registrations revoked during year _____________________ • 7 

, .. 
TotaL ____________ ~ _____ ~' _____ ~,---~------------------_______ . 6,759 

• 29 registrations were In suspension at close of, the' fiscal yell;r: 

Administrative Proceedings . 

The 'Commission is given the power to deny or revoke the registra­
tion of a broker-9-ealer by Section 15 (b) of the' Securities Exchange 
'Act. An order of denial or revocation will be issued, after notice and 
opportunity for hearing, if the Commission finds that such sanction 
is in the public interest and the applicant or registrant, or any part­
ner, officer, director, or other person directly or indirectly controlling 
or controlled by the applicant or registrant is subject to a statutory 
disqualification. The statutory disqualifications are: 
, (1) willful false or misleading statements in the application for 
registration or document supplemental thereto; , 

(2) conviction within the previolu:l 10' years of a felony ~r mis­
demeanor involving the purchase or sale of securities or arising out of 
.the conduct of business as a broker-dealer; 

, -(3) injunction by a court of competent j~risdiction against, en­
gaging in any practices in connection with the purchase or sale of 
securities; and 

(4) willful violation of the Securities Act of 1933 or the Securi­
t.ies Exchange Act 'of 1934 or . any of t.he Commission's rlIles or 
regulations thereunder. 
, The -Commission has no authority to deny or revoke registration 
'without ,finding a disqualification of the types set forth. Therefore, 
'bad reputation or character, or inexperience in the securities business, 
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or even conviction of a felony ~related to transactions in securities 
is not a basis for ordering denial or revocation, of registratio~.. ",: 

$ection 15A of the Securities Exchange Act empowers the Com­
mission to suspend or expel-a broker-dealer -from membership', in, .a 
registered securities as.soc5.!lotion upon a finding of violation of the 
Federal securities laws or regulations thereunder. The National As­
sociation of Securities Dealers, Inc. ("N ASD") , is the only such 
association. Section 19(a) (3) of the Act gives the C,ommission 
power to take similar' action against members of national securities 
exchanges. 

Pursuant to the provisions of Section 15A(b) (4) 'of the Securities 
Exchange Act, in the absence of Commission approval 'or ~irection, 
no broker or dealer may be admitted- to or continued in membership 
in the NASD if the broker or dealer or any partner, officer, dIrector, or 
controlling or controlled person of, such broker or, dealer was a 
cause of any order of denial or revocation of registration or suspen­
siori or expUlsion· from membership which is in effect.' -An individual 
named as a cause often is subject to one or more- statutory disqualifi­
cations under Section 15(b) and his employment by any other,broker­
dealer thus could also become a basis for broker-dealer revocation or 
denial proceedings against such employer. - , 

Set forth below are statistics on administrative proceedings insti· 
tuted during fiscal 1962 'to 'deny and revoke registration and to 
suspend and ,expel from membership' in an exchange or the N AS!? 
Proceedings pe~ding ~t start of fiscal year to.: , _ ' , 

Revoke reglstrabon . .: ___ -= __ -= ________________ .: ____________________ -,- 51 

Revoke registration and suspend or expel from NASD or exchanges__ 61 
Deny registration ____________ :. ____________ ..:______________________ 12 

Total proceedings pending at start of fiscal year _______ ~__________ 124 

Proceedings instituted during fiscal year to : 
Revoke registration _____ -: ____ :. _____ -: ___ :.. ____________ ..: _______ '-____ 29 

Revoke registration and suspend or.expel from NASD.or exchanges__ 55 
Deny registratioD __________ -; _______________ , ______ -:- ___ -:- _______ -;___ 11 

Total proceedings instituted ______________________ ~_~___________ 95 

Total proceedings c~rrent during fiscal year ____________ -:~_______ ,219 

--
Disposition of proceedings: 
Proceedings to revoke registration: , 

Dismissed on withdrawal of registration___________________________ -1 
Registration revoked_____________________________________________ 27 
Registration cancelled _________________________________ ~ _______ _"__ 2 

TotaL _____________________________ -______ :.. _____ .:.. __________ :..____ ' 30 
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Proceedings to revoke registration and suspend or expel from NASD or 
exchanges: 

Registration revoked _____ , ______ ,.-'________________________________ 15 

Registration revoked and firm expelled from NASD ___ ..: __ :-__________ 5 
Dismissed on withdrawal of registration __________________ '-________ 2 
Suspended from 'NASD _____ ' ______ -'_______________________________ 1 

Partn~r: of firm suspended from stock exchange ___ ~ _______________ :_ 1 

Total __________________________ ~------------~---------_______ , ' 24 

Proceedings to deny registration: 
,Registra tion denied _______________ , __ ...:_~___________________________ 2 
Dismissed on withdrawal of application _____________________ :.______ 1 

Total ______ ..: _________ ~ _________ ~_______________________________ 3 
, , , 

Total proceedings disposed of ________________ ~ _________________ ..: -' 57 

Proceedings"pendillg at end of fiscal year to : , 
Revoke ' registration _____ ~ _________________ ~ ____ :._________________ 50 

Revoke registration and suspend or expel from NASD or exchanges__ 92 
Deny 'registration ______________ :. _____ .:..: __ ,._______________________ 20 

Total proceedings pending at end of fiscal year __ ,---------------- 162 

Total proceedings accounted,for ____ ~____________________________ 219 

Revocation and Denial Proc~edings 

The cases in which the Commission revoked or denied broker­
dealer registrations during the 1962 fiscal year are briefly summarized 
at the end ot this section of the report, with the exception of a few 
cases of unusual interest or significance which are set forth in some 
detail in the foll~wing' paragraphs: 

Rosenson"and'Baumann.-The Cpmmission found th~t registrant, 
a partnership, and its t~vo partners, directly and through various 
salesmen, made numerous misrepresentations in the sale,.of non­
voting common' stock ,of North American Finance Company, which 
had been ,organized by the partners. Respondents recruited .inex­
perie,nced young' men as salesmen, provided no program of instruc­
tion for them, and directed them to concentrate their sales efforts on 
unsophisticated persons and to use high pressure selling methods. In 
addition, the Commission found that a registration statement filed by 
North American falsely stated that the financial statements which 
were included,had been examined by an inq~pendent public account­
ant, when in fact the accoun~ant who certified the financial statements 
was not independent, since he haq, served as North American's princi­
pal bookkeeper so that his certification was merely an authentication 
of his own accounting prOC~d\lreS~ The Commission held that the two 
partners, who signed the registration statement as directors and prin-
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cipal officers ·of North American and who admittedly controlled that 
company, Iaiew or should have known that the accountant was ·not 
,independent, and that, by filing an untrue registration statement, they 
\villfully violated those 'Sections of the Securities Act which specify 
·the information to be' included ina registration statement and pro­
spectus. Respondents had been enjoined from offering or selling North 
American stock in violation of the registration or anti-fraud pro­
Visions of the Securities Acts.' On the basis of the injunction, the 
,,,i1lful violations and respondents' consent, the Commission revoked 
registrant's registration and found each of the partners a cause of 
the revocation.2 

Theodore A. Landau, doing business as Landau Company, and 
~co!t. Taylor & Co., Inc.-The registrations of both firms were 
revoked because of manipulative practices in the sale of Anaconda 
Leacl& Silver Company stock. Scott Taylor, before acquiring a large 
,block of Anacollda stock from Landau and proceeding to a retail dis­
,tribution, had asked Landau to insert quotations for the stock in the 
daily sheets of the National Quotation Bureau, Inc. In March and 
April 1959, blocks of stock of Anaconda, which had been an inactive 
company since 1952, were sold at 15 cents and 20 cents per share. 
Landau inserted bids, generally at·$4.25 per share, in the daily sheets 
from April to mid-August 1959, and Scott Taylor made a distribu­
tion of the Anaconda shares in at least 29 states. The Commission 
fou'nd that Scott Taylor represented that the stock was being offered 
at the .market when in fact the market was one made and controlled 
by Scott Taylor or by Landau. The Commission further found that 
Scott Taylor violated Rule 10b-6 under the E~change Act by placing 
bids .£or the .stock through an' intermediary:. while distributing it. 
Sales were· niade. by Scott Taylor ·through . long . distance telephone 
solicitations in which purcha'sers were not informed that Anaconda 
had been inactive since 1952, and that it had no il1come, machinery or 
equipIllent and practically no funds.· Scott Taylor and Stepl~~n N. 
Stevens, Its president, consented to revocation of Scott Taylor's regis­
tration and a finding that Stevens was a cause of the revocation, based 
on the market manipulation and ~~false and misleading statements 
made in the sale of the stock. Landau's registration waS revoked 
because of his participation in creating a false impression of market 
activity in the stock and .he was also held responsible for Scott 
Taylor's acts in furtherance of the fraudulent enterprise.3 

'. Aid~ich, Scott & .Co., I~c.~IJ? t.his.proc~eding., the registrant ahd 
Edward L. Benedict, Jr.,-wilq owned 80 percent of its stock and was its 

,. " , . . 

2 Securities Exchange A'ct Release No. 6684 (Dec. 15, 1961): 
8· Secu'rltles Exchange Act Release No. 6792 (April 30, 1962). 
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president at the time, admitted violations of the anti-fr~ud provisions 
of the. Securities Acts and of the Cornrnission~s net· capital require­
ments and consented to revocation of registrant's registration !Lnd a 
finding that Benedict was a cause of sucl.l revocation.' The principal 
issue was whether W" alter Scott Aldrich,. who was registrant's vice­
preside~t, secretary, and <:lirector and a 20 percent stockholder .during 
the time of the violations, should also be found a cause. Aldrich 
contended, among other things, that he was' inexperienc~d in the 
securities business and did not take an active part in registrant's 
business during this period. The Commission rejected his contention 
and found him a cause of registrant's revocation. , It held ,that he was 
accountable for registrant's engaging in the securities business while 
insolvent and with a net capital deficiency, stating that a principal 
officer, director, and stockholder of a registered broker-dealer has at 
the le~st a duty to keep himself informed of the registrant's financial 
condition and to take those steps necessary to insure compliance with 
the Exchange Act.4 

False and misleading statements made in the sale of securities in 
willful violation of the anti-fraud provisions of the Securities Acts 
were the bases for revocation of broker-dealer registrations in Murray 
Securit,ies 00rporation,5 Barclay Securities Oorporation,6 Lindsay 
Ser:urities 00rporation,7 Hanover Securities Oorporation (formerly 
known as Webster Sectl,rities 00rporation),8 Irving l{astner,9 Bi~t­
more Ser:urities Oorp./o D. H. Victor <:0 Oompany, Inc.,l.l Luther.L. 
Bost, doing business as L. L. Bost 00mpany,12 Francis J. Brenek and 
00., Inc./ 3 Jacwin & Oosta,14 'Michael J. Bogan, Jr., doing business as 
111. J. Bogan, Jr. & 00.,15 and for denial of registration in Union 
Securities Oorporation.16 

1V'illful violation of both the anti-fraud and securities registration 
provisions were the bases for revocation in International Investments, 
Inc.,17 Empire Underwriters Oorporatio'n, Inc.r O. H. Abraham & 

• Securities Exchange Act Release No. 6597 (July 18. 19i1l). 
• Securities Exchange Act Release No. 66:=!5 (Sept. 22, 1061). 
• Securities Exchange Aet Release No. 6648 (Oct. 9,1961). 
'Securities Exchange Act Release No. 6M9 (October 9, 1961). 
8 Securities Exchange Act Release No. 6659 (Oct. 25,1961), 
• Securities Exchange Act Release No. 6659 (Oct. 25, 1961). 

10 Securities Exchange Act Release No. 6673 (Nov. 24, 19(1). 
11 Securities Exchange Act Release No, 6700 (Jan. 5,:1962). 
" Securities Exchange Act Release No. 6703 (Jan. 8; 1962). 
13 Securities Exchange Act Rele'ase No. 67:15 (Feb. 20, 1962). 
" Securities Exchange Act Release No. 6788 (Apr. 24, 1962). 
J' Securities Exchange Act Release No. 6810 (1\Iay 23, 1962). 
1G Securities Exchange Act Rplease No. 6749 (May 23, 1962). 
" Securities Exchange Act Release No. 6598 (July 18, 1961) . 
.. Securities Exchange Act Release No. fll151 (Oct. 10, 1961). 
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00., Inc.,19 A. G. Bellin Securities Oorp., 20 Phoenix Securities 00rp.-,21 
L. J. Mack & Oompany, Ina.,22 Carlton Securities, Inc.,23 Philip New­
man Associates, Inc., 24 and A llstate Securities, Inc. 25 The registratiori 
of D.; Earle Hensley 00., Inc. 26 was revoked because, among other 
things, registrant had engaged in the securities business before becom­
'ing registered as a broker-dealer, made mi'srepresentations in the sale 
of its stock, misappropriated customers' funds and securities, and was 
enjoined from various acts and practices. 

",Villful violation of the securities registration provisions was the 
principal basis for revocation in Pauline Zipperman, doing business as 
German American Trading 00mpany,27 and Rockwell Securities 001'­
poration/8 ,,:here'the registrant had also been enjoined against further 
vioiations of such provisions. ' 

The use of customers' funds or securitie~ for registrant's own pur­
poses, accompanied in most cases bi ~iI1ful' violations of the Commis­
sion's net capital rule or the allti-fraud provisions o.f the securities 
acts by broker-dealers doing business while insolvent, were the causes 
of revocation in Miller Smith &: 00., Inc.,29 Ohampion &: 00., Inc.,30 
and Florida Underwriting and Securities Services Oorp.31 The regis­
tration of Dayton Oompany 32 was revoked because it improperly 
hyopthecated customers' securities and in addition failed to disclose 
a controlling person in its registration application. Willful violation 
of the net capital requirements was a basis for revocation in Lamoert, 
M. W., Inc.,33 H. S. Simmons &: 00., Inc.,34 Strand'lnvestment Oom­
pany,35 Wh-itney & Oompany, Inc.,a6 and A1tZd & 00., Inc.37 In the 
last-named case, the registrant was also found to have made fa~se 
statements in the financial statement flIed with its registration appli­
cation and in an annual financial report. 

,. Securities Exchange Act Release No. 6652 (Oct. 10. 1961) . 
• 0 Securities Exchange Act Release No. 6654 (Oct. 18. 1961). 
21 Securities Exchange Act Release 'No. 6657 (Oct. 25. 1961) . 
.. Securities Exchange Act Release No. 6658 (Oct. 25.1961) . 
.. Securities Exchange Act Release No. 6661 (Oct. 31.1961) . 
•• Securities Exchange Act Release No. 6708 (Jan. 17, 1962) . 
.. Securities Exchange Act Release No. 6733 (Feh.14, 1962) • 
.. Securities Exchange Act Release No. 6611 (Aug. 4.1961) . 
• , Securities Exchange Act Release No. 6804 (lIIay 15. 1962). 
28 Securities Exchange Act Release No. 6751 (lIIar. 9, 1962) . 
.. Securities Exchange Act Release No. 6663 (Oct. 31, 1961). 
ao Securities Exchange Act Release No. 6687 (Dec. 26, 1961). 
81 Securities Exchange Act Release No. 6789 (Apr. 24,1962) . 
.. Securities Exchange Act Release No. 6616 (Aug. 17, 1961) . 
.. Securities Exchange Act Release No. 6633 (Sept. 21, 1961) . 
.. Securities Exchange Act Release No. 6662 (Oct. 1,1961). 
85 Securities Exchange Act Release No. 6705 (Jan. 10 • .1962). 
86 Securities Exchange Act Release No. 6787 (Apr. 24. 1962). 
'7 Securities Exchange Act Release No. 6618 (Aug. 21, 1961~. 
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, Failure to file required financial repor,ts, coupled in some instances 
with failure t~ ;me~d the application for registration to reflect changes 
of names or business address, caused revocation of the broker-dealer 
registrations of Robert Lee ~ong,a8 Howell, [{raft &: Oummings,Inc.,39 
William Douglas Bradford,40 Benjamin Brown Gilbert, doing business 
as Gilbert &: 00.,41 and William Oonley Grafton.42 Registration was 
revo)red or denied because of false and misleading statements in the 
application for registration or statements of financial condition supple­
mental thereto, and failure to'correct them in subsequent amendments 
in Long Island Securities 00., Inc.,43 and Harry James Van Buskirk, 
doing business as Associated Loan Oounsellors.44 , Failure to maintain 
current and accurate books or to produce them for Commission inspec­
tion were among the grounds resulting in revocation in Quinn, N eu &1 
00., Inc.,45 and Vincent Associates, Ltd.46 Filing a misleading annual 
financial repOlt was the basis for the revocation of the registration of 
Norman Leinmwns, Inc,41 Willful violations of RegUlation T of the 
Board of Governors of the Federal R{lserve' System regulating the 
extension of credit by brokers and dealers were the basis for revocation 
in Empire Securities 00rporation.48 The registration of Gibbs & Oom­
pany ~9 was revoked on the basis of a permanent injunction against 
further violations of the anti-fraud and recordkeeping provisions of 
the securities acts and Regulation T. 

Suspension Proceedings 

Section 15 (b) of the Securities Exchange Act authorizes the 
Commission to suspend a broker-dealer's registration pending final 
determination as to whether registration should be revoked. In order 
to suspend registration, the Commission must find, after notice and 
opportunity for a hearing, that suspension is necessary or appropriat{l 
in the public interest or for the protection of investors. The registra­
tions of five broker-dealers were suspended during the past fiscal year 
after hearings at which the evidence revealed that they were engaging 

.. Securities Exchange Act Release No. 6602 (July 20,1961) . 

.. Securities Exchange Act Release No. 6599 (July 20, 1961) . 
. to St'curltles Exchange Act Release No. 6603 (July 25, 1961). 

11 Securities Exchange Act Release No'. 6603 (July 25,1961) . 
.. Securities Exchange Act Release No. 6616 (Aug. 17,1961) . 
.. Securities Exchange Act Release No. 6612 (Aug. 4, 1961') . 
.. Securities Exchange Act Release No. 6612 (Aug. 4,1961) . 
.. Securities Exchange Act Release No. 6650 (Oct. 9, 1962) . 
.. Securities Exchange Act Release No. 6806 (May 16, 1962). 
<t Securities Exchange Act Release No. 6725 (Feb. 7, 1962) . 
.. Securities Exchange Act Release No. 6791 (Apr. 27, 1962) . 
.. Securities Exchange Act Release No. 6717 (Jan. 29, 1962). 
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in serious misconduct. 50 To prevent further harm to investors'the 
Commission determined that it was in the public' interest to suspend 
those registrations peilding determination ot'the question 'of revoca­
tion. The entry of a suspension order is not determinative of the ulti­
mate questions of willful violations or revocation itself. " 

Other Sanctions 

In one instance during the fiscal year'the Commission"susp'ended a 
registrant from membership in the National Association of Securities 
Dealers, Inc. for a period of 30 days>1 In addition to re~oking their 
registrations, ,the Commission also expelled the following broker-deal­
ers from the NASD: Barclay Secwities Oorporation,52 O. H. Abra­
ham & 00., Inc.,53 D. H.Victor &: O'oinpany, Inc.,54 Luther L. Bost, 
doing business as L. L. Bost 00mpany,55 ~nd Allstate Securities, Fnc.56 

In Oady, Roberts &: 00.,57 the Commission suspended Robert' M. 
Gintel" a partner of this New York Stock Exchange member,' from 
the exchange for 20: days. Gintel had ,placed shares of 'Curtiss­
'Vright Corporation stock in the discretionary accounts of about 30 
eustomers of registrant. On November 25, 1959, the Curtiss-Wright 
directors'voted for a reduced dividend for the fourth quarter., A 
register·ed representative of Cady, Roberts, who was a director,' of 
Curtiss-'Wright, called registrant's office with the news ,before the 
dividend reduction was made public on the exchange. Imm~dia,tely 
on receiving this information Gintel entered two orders on the ex­
change'-one to sell 2,000 shares of C~l-tiss-Wright for 10 customers' ac­
counts, the other to sell 5,000 shares short for 11 accounts. These 
orders were executed on tll(~ exchange before news of the dividend cut 
appeared there on the Dow Jones Ticker Service. 1Vhen the news was 
nUlde' public the exchange suspended trading in Curtiss-Wright stock 
because of the large number of sell orders and when trading resumed 
the price was approximately $3.75 per share lm~er. ' : ' 

"' Alexander Reid & 00., Inc., Securities Exchange Act Release No. 6727 (Feb. 8,-1962) : 
Fred L. Oarvalho, doing business as Oapital Investment 00., Securities Exchange Act 
Release No. 6741 (Feb. 21, 1962) ; John8ton & 00., Securities Exchange Act Release No, 
6760 (lllar. 22, 1962) ; Brown, Barton & Engel, Securities Exchange Act Release No. 6821 
(June 8, 1962) ; and Smythe Bowers, Hilliard & 00., Inc., Securities Exchange Act Release 
No. 6831 (June 20, 1962). The U,S. Court of.Appeals for the Third Circuit, 'subsequent 
to the end of the fiscal year, denied a motion of Brown, Barton & Engel, to 'stay, the 
effectiveness of the suspension order pending determination of an appeal from that 
(,rder. (C,A. 3, Civil No. 14,080.) , 

51 Brown, Barton & Engel, Securities Exchange ,Act Release No. 6751 (Mar. 9, 1962). 
52 Securities Exchange Act Release No. 6648 (Oct. 9, 1961). 
53 Securities Exchange Act Release No. 6652 (Oct. 10, 1961) . 
.. Securities Exchange Act Release No. 6700 (Jan. 5, 1962). 
5. Securities Exchange Act Release No. 6703 (Jan, 8; 1962) . 
.. Securities Exchange Act Release No, 6733 (Feb. 14, 1962) . 
• 1 Securities Exchange Act Release No. 6668 (Nov. 8, 1961). 
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The Commission held tqat under the circumstances .GinteI's 'con­
duct operated as' a fraud and' deceit upon the purchasers' from his 
custom~rs' accounts and constituted a willful violation' of the anti: 
fraud provisions of the securities acts .. · It found that Gintel had the 
responsibility of an "insider" to disclose material: facts which were 
kno~n to. him by virtue of his ,position but which were not known to 
persons with,whom he dealt and which, if known, would have affected 
their' investment judgment. The Commission said that the director 
of Curtiss-Wright ,who.had informed Cady, Roberts Of the dividend 
cut would have been prohibited from seIling the securities 'without 
disclosure, and that 9Y logical sequence' Gintel, a partner of regis­
trant" was also' prohibited from selling without disclosure. Gintel 
argued that his sales after receiving news of the dividend action were 
part of a continuing program of liquidating the Curtiss-Wright hold­
ings in his discretionary accounts and that· he was carrying out'a 
fiduciary responsibility to his customers. The Commission rejected 
these arguments. It found that GinteI's sales after receiving the news 
were in contr~st to his previous modCl~ate rate of sales of Curtiss­
'Wright stock; and that he allocated short sales to his "dfe's account 
and to the account of a customer with' whom he had had 110 prior 
dealings. The Commission ruled that although Gintel occupied a 
fiduciary relationship to his customers, that relationship: could not 
justify his use of inside information at the expense of the genera·l 
p.~lblic. With respect to the argument that a disclosure requirement 
t1pplicable to excJlange transactions would present substantial practi­
cal. difficulties, the Commission stated that such problems are easily 
avoided where, as here, all the register,ed broker-dealer need do is to 
keep out of the market until the established procedures for public 
release of the information on the exchange are carried out. ,The 
Commission took no action against the registrant because it, fOUlid 
that there was no evidence of a preconceived plan to "leak" the ~d­
vance information, that Gintel had acted spontaneously, and that 
regis~rant had had no opportu:r,tity to prevent the transactions. 

Net Capital Rule 

The basic purpose of Rule 15c3-1" promulgated by the Commission 
under Section 15 ( c) (3) 9f the Exchange Act, is to safeguard flUids 
and securities of customers dealing with registered broker-dealers. 
This rule, commonly known as the net capital rule, limits the amount 
of 'indebtedness which may be incurred by a broker-dealer'in relation 
to its c:)'pital. It' provides that the "aggregate indebtedness" of a 
broker-dealer may not exceed 20 times the amount of its "net capital" 
1\$ 99mputed Ullder the rule. 
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- If it appears from an examination of ;the 'reports filed -by a regis­
tered broker-dealer with the Commission, or through inspection of its 
books and records, that the ratio is exceeded, the Commission normal1y 
notifies the broker-dealer of the deficiency and affords an opportunity 
for compliance. Unless the capital sit~ation is promptly remedied, 
injunctive action may be taken 'by the Commission and in addition 
proceedings may be instituted .fo revoke' the broker'dealE~r's registra­
tion. During the past fiscal year, violations of tlie' net capital rule 
were charged in' 25 injunctive actions and in 23 revocation proceed-
ings instituted against broker-dealers. ' 

Registered broker-dealers who participate in "firm commitment" 
underwritings must have sufficient capital to permit the 'participation 
provided by the underwriting contract without impairing the capital­
debt ratio prescribed by the rule. . For the protection of i~sU(~rs and 
customers of the broker-de'aler, the Commission's staff careful1y ana­
lyzes the latest available information on the capital position 'of the 
participants to determine whether they will be in compliance with the 
rule upon assumption of the new obligations involved in the un~er­
writings. Acceleration of the effective date of registration statements 
filed under the Securities Act will be denied where underwriting com­
mitments may engender violations of the net capital rule by' any 
participating underwriter. A participant found to be inadequately 
capitalized, to take down his commitment is notified and given an 
opportunity to adjust his financial position to meet the requirerp.ents 
of the rule without reducing his commitments. If he is unable to 
meet such requirements, he must decrease his "firm commitment." until .. 
compliance with the rule is reached. If necessary he may have to with­
draw from the underwriting or participate on a "best efforts" basis 
only. 
Financial Statements 

Rule 17a-5 under Section 17(a) of the Exchange Act requires 
registered broker-dealers to file annual reports of financial condition 
with the Commission. Such reports must be certified by a certified 
public accountant or public accountant who is in fact independent, 
with certain specified limited exemptions applicable to situations 
where certification does not appear necessary for customer protection. 
Under certain circumstances member firms of national securities 
exchanges are exempt from the necessity of certification 'and an exemp­
tion is available for a broker-dealer who, since hIs previous report, has 
limited his securities business to 'soliciting subscriptions as an agent 
for issuers, has transmitted funds and securities promptly, and has 
not otherwise held funds or securities for or owed monies 'or securities 
to customers. Also exempt is a broker or dealer who, from the date of 
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his last report, has confined his business to buying and selling evi­
dences of indebtedness secured by liens on real estate and has carried 
no margin accounts, credit balances or securities for any customers. 

After his registration, a broker-dealer's first financial report .must 
reflect his condition as of a, date between the end of the 1st and 5th 
months after the effecive date of the registration. All reports must 
be filed within 45 days after the date as of which the report speaks. 

Through these reports the Commission and the public may evaluate 
the financial position and responsibility of broker-dealers. The finan­
cial report is one means by which the staff of the Commission deter­
mines whether the registrant is in compliance with the net capital rule. 
Failure -to file the required reports may result in the institution of 
revocation proceedings. However, it is the policy of the Commission 
first to advise the broker-dealer of his obligations under the rule and 
to give him an opportunity to file the report. 

During the fiscal year 5,228 reports of financial condition were 
filed with the Commission compared to the 1961 total of 5,060. 
Broker-Dealer Inspections 

Section 17 (a) of the Exchange Act provides for regular and pe­
riodic inspections of registered broker-dealers. 'During the fiscal year .J 

the number of such inspections totaled 1,515. The inspection device 
is a most useful instrument in protecting investors and detecting vio­
lations of the Federal securities laws. The inspection, among other 
things, determines a broker-dealer's financial condition, reviews his 
pricing practices, evaluates the safeguards employed in handling cus­
tomers' funds and securities, and determines whether adequate and 
accurate disclosures are made to customers. , 

The Commission's inspectors also determine whether brokers and 
dealers are keeping books and records as required by the Exchange 
Act and the Commission's rules thereunder and' conforming to the 
margin' and .other requirements of Regulation T of the Federal Re­
serve Board. Inspectors also look for excessive trading or switching 
in customers' accounts. Inspectors frequently find evidence of the 
sale of unregistered securities or of fraudulent practices such as use 
of improper sales literature or sales techniqueS., ' 

When inspections reveal that a broker-dealer is violating the 
statutes or rules, consideration is given to the, type of violation and 
the effect on the public. The Commission does not take formal ac­
tion as a result of every infraction discovered. Inspections frequent­
ly reveal inadvertent violations which are discovered before becoming 
serious and before customers' funds or securities are in danger. When 
no, harm has come to the investing public the registrant is informed 
of the ,violations and, advised. to correct die improper practices. If 
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the'violation appears to be willful and the public interest is best 
served by formal action against the broker-dealer, the Commission 
will institute appropriate proceedings. . 

The table below shows tlie types of infractions uncovered by the 
inspection program during the fiscal year: -. 
Typo Number 0/ brokers 
Financial difficulties _____________________________________ -'_~_~_c.______ 204 
IIypothecation rules _________________________________________________ ~ . 15 

Unreasonable prices in securities purchases and sales__________________ . 188 
Regulation T of the Federal Reserve Board____________________________ 181 
"Secret profit" ________ -:- ___ ~ ________________________ ...:_________________ 6 
Confirmation and bookkeeping rules _______________ ,-___________________ 889 
Other __________________________________________ -'_· ____ -"_______________ 315 

Total indicated violations _______________________________________ 1,798 

The National Association of Securities' Dealers, Inc., and' the 
principal stock exchanges also conduct inspection's of their members, 
and some states have- inspection programs. Each inspecting' agency 
conducts inspections in accordance with its own procedures and with 
particular reference to its own regulations and jurisdiction. Conse-

\. quently, inspections by other agencies are not adequate substitutes 
for Commission inspections since they are not ,primarily concerned 
with the detection of violations· of the Federal securities laws itn:d the 
Commission's regulations. These other inspection programs, however. 
do afford added protection to the public. The Commission ·and cer­
~ain other inspecting agencies co~rdinate their inspections to avoid 
duplication and to obtain the widest possible coverage of· brokers and 
dealers. This program, however, does not prevent the· Commission 
from inspecting-any ,broker-dealer that has also· been inspected by an­
other agency, and such inspections are made whenever reason there­
for exists. Agencies now participating in this coordination program 
include the New York Stock Exchange, the American ·-Stock Ex­
change, the . Boston Stock Exchange, the Midwest Stock Exchange, 
the Pacific Coast Stock Exchange, the Philadelphia-Baltimore Stock 
Exchange, the Pittsburgh.Stock Exchange,·an<i the National Associa· 
tion of Securities Dealers, Inc. 

SUPERVISION OF ACTIVITIES OF NATIONAL ASSOCIATION 'OF' 
SECURITIES DEALERS, INC. .' .. , .' 

Section 15A of the Securities Exchange Act of 1934, known as the 
Maloney Act, provides for the registration with the Commission of 
national securities associations and establishes standards, for such as­
sociations. . The rules of such associations must be designed to promote 
just and equitable'principles of trade, to prevent fraudulent:andma-. 
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nipulative acts and practices and to meet other statutory require­
ments. Such associations are essentially disciplinary in purpose and 
serve as a mediu~, for the cooperative self-regulation of ,over-the­
'.ounter brokers and dealers. They operate under the general su­
pervision of this Commission which is authorized to review discipli­
nary actions and decisions which affect the membership of members, 
or of applicants for membership, and to consider all changes in their 
rules. The National Association of Securities Dealers, Inc. (NASD), 
is the only Association registered under the Act. 

In adopting legislation permitting the formation and registration 
of such associations, -Congress provided an incentive to membership 
by permitting such associations to adopt rules which preClude a mem­
ber from dealing with a nonmember, except on the same terms and 
conditions as the member affords the investing public. The NASD 
has adopted such rules. Accordingly, membership is necessary to the 
profitable participation in underwritings and over-the-counter trad­
ing since members may properly grant price conceSsions, discounts 
lind- similar allowances only to other members. Loss or -denial of 
membership due to expulsion or snspension -or other ineligibility due 
to a statutory disqualification, or to failure to meet staridards of quali­
fication established in NASD rules; thus imposes a severe economic 
sanction. 

Membership in the NASD reached an all time month-end- high'of 
4,925 at June 30,1962. During the year net membership increased: by 
814, as a result of 721 admissions to and 407 terminations of mem­
bership: At. the same time there were registered with the NASD as 
registered representatives 102,405 individuals, also an all time month­
end- high, including generally all partners, officers, traders,-salesmen; 
and other persons employed by or- 'affiliated with member firms in' 
capacities which involved their doing business directly with the pub­
lic. - The number of registered representatives increased by 8,365 dur~ 
ing the year as a result of 25,510 initial registrations, 15,014 reregc_ 
istrations and 32,159 terminations of registrations. 

N_~,SD . Disciplinary Actions _ f • 

-The Commission receives from the NASD summaries of d~isions 
in all disciplinary action~ against members. - Each s~~ch apti~n­
must be ba,sed on allegations that a member has viol!Lted specified pro­
visions of the NASD Rules of Fair Practice, although registered 
representatives of members and persons controlling 'or controlled by 
members may 31so be cited for having been the cause of a violation. ' 
, 'Where violations are found one or more ~f the available sanctio~s 
may be imposed. These include expulsion or suspension from member­
ship, revocation or suspension of registration asa registered rep-
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resentative, fine and censure. An individual may also be found to 
hnve been ,the cause of a violation and of the penalty imposed on an­
other party for'such violation. Such a cause finding can have fnr­
reaching effects, particularly in the' case of expulsion or suspension of 
a member from, membership or suspension or revocation of registration 
as a' registered representative. A person found to be a cause of 
sllspension or .expulsion from membership cannot be employed by 
any NASD member while such suspension expulsion is in effect, except 
with the approval of the Commission. ' 'Where an individual should 
have been, but was not, registered 'as 'a representative, a finding that 
the unregistered person \vas a cause of an effective expulsion, suspen­
sion or, revocation' acts' as a disqualification from membership, or con­
trol of or by a member" just as if such a penalty had been impo~d 
directly on the person found a' cause. In many cases more than a 
single penalty may be imposed; thus, expulsion, suspension or revoca­
tion might,be accompanied by a fine and/or censure. In cases where 
the penalty is a fine, censure is customarily added. ' 
, All decisions by district,business conduct committees of the NASD 
are reviewable by the N ASD board of governors on its own motion, 
or on the timely application 'of an aggrieved party. On review the 
board may affirm, modify, or reverse such decisions or remand them 
for further consideration. 

During the year the Association reported to the Commission its 
filial disposition of 411 disciplinary complaint actions against 368 
different member firms and 196 registered representatives.58 With re­
spect to 49 members and 26 representatives, complaints were dismissed 
on. the basis of findings that the allegations had not b~en sustained. 
Violations were found; and some penalty was imposed, with respect to 
362 members and 170' representatives. " . 

The maximum penalty of expulsion'from membership was imposed 
in 47 decisions (one member being expelled in each of two decisions), 
and 9 members were suspended from membership for periods ranging 
from 15 days to 2 years. Fines ranging from $50 to $5,000 were im­
posed on members in 236 cases, including 6 in which members were 
suspended and, 2 in which members were expelled. In 78 cases the 
only penalty was censure, although members s~lbjected to -fines were 
~sually 81so censured. . ,- ' 
, Registered representatives founcl in violation of Association rules 
were also subjected to a wide variety of sanctions. The registrations 
of 74 rep~esentatives were revoked and 19 ~ere suspended for periods 
ranging from 15 days to 2'years. Nine representatives were found to 

, . I. 

----
os A total of 34 members was Involved In 2 ~eported cases each; 3 were Involved In 3; 

and 1 was Involved In 4. -
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have been caus,es of penaltie:s imposed on their firms. Fines rang~g 
from $50 to'$5,000 were imposed on 33 representatives, including 5 
whose registrations were suspended and 9 whose registrations were 
revoked. Censure was the only penalty imposed on 49 representatives 
found in violation. 

The NASD decisions during the year included 168 solely involving 
the NASD's so-called "free-riding" interpretation which states,' in 
essence, that a member who fails to make a ~ona fide public offering of 
securities acquired for distribution is in violation of the N ASD Rules 
of Fair Practice.59 In 15 of these "free-riding" cases, the complaints 
were dismissed. With respect to the remainder, fines ranging from 
$50 to $4,000 were imposed on members in 110 cases, while censure was 
the only penalty in the other 43 cases. Registered representatives 
were named as respondents in only 9 "free-riding" cases. In 1 such 
case, 13 representatives were mimed, but the allegations as to them 
were dismissed, although the firm was fined. Eight representatives 
were fined amounts ranging from $500 to $5~000, and 6 of these were 
also suspended for periods ranging from 30 days to 6 months. 
Commission Review of NASD Action on Membership 

Section 15A(b) of th~ Act and the bylaws ,of the NASD provide 
that, except where the Commission finds it appropriate in the public 
interest to approve or direct to the contrary, no broker or dealer may 
be admitted to or continued in membership if he, or any controlling or 
controlled person, is under any of the several disabilities specified in 
the statute or the bylaws. By these provisions Commission approval 
is a condition to admission to or continuance in Association member­
ship of any broker-dealer who, among other things, controls or is con­
trolled by a person whose registration as a broker-dealer has been 
revoked or who has been and is suspended or expelled from Associa­
tion membership or from a national securities exchange, or, whose 
registration as a registered representative has been'revoked by the 
NASD or who was found to have been a cause of such an effective 
order. 

A Commission order approving or directing admission to or continu­
ance in Association membership, notwithstanding a disqualification 
under Section 15A(b) (4)' of the Act, or under an effective Association 
rule adopted under that Section or Section 15A (b) (3), is generally 
entered only after the matter has been submitted initially to the Asso­
ciation by the member or applicant for membership. Where, after 
consideration, the Association is favorably inclined, it ordinarily files 
with the Commission an application on behalf of the petitioner. A 

59 See First OaU/ornw Oompanll, Infra, p. 78. 
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br.oker,dealer, hqwever, may file an ,application directly with the Com­
mission either~ with or without Association spons<?rship. The Com­
mission, revie,ys the reco~d and documents filed in support of the 
application and, where appropriate, obtains additional relevant and 
pertinent evidence. At the beginning of the fiscal year 3 such peti­
tions were pending before the Commission. During the year 6 peti­
tions were filed; decisions were issued in 8 cases; and 1 petition was 
pendil}g at the year end. 

The Commission found it appropriate in, the public interest to 
approve 6 petitions for 'continuance in Association membership 
notwithstanding employment of a disqualified person.60 In 2 other 
decisions the Commission by order remanded the applications to the 
Association for reconsideration. , 

In remanding to the N ASD, for further consideration, an applica­
tion by the Association for approval of the continuance of a firm in 
membership while employing N. ,Sim8 Organ, the Commission stated, 
in ,an opinion written by Chairman Cary, that such an application 
"must be weighed in the light of our basic objective of raising stand­
ards in the securities industry." 

In March 1961, the C~mmission had revoked the broker-dealer 
registration of a firm of which Organ was president, because of 
Organ's "fraudulent conduct" in the sale of Continenta:l Mining Ex­
ploration stock in 1958, while he was employed by J. H. Lederer Go., 
Inc., "vhose registration had been revoked in December 1!)58. Organ 
had represented, among other things, that the Continental stock 
would be a "tremendous money-maker" without disclosing that the 
company had suffered some $584,000 of losses. In addition to this 
prior violation of the Federal securities laws, the Commission took 
official notice of the fact that in March 1952, the Ontario Securities 
Commission had cancelled Organ's registration as a securities sales-, 
man in Canada. ' In that prpceeding, Organ, in direct cOl~tradiction 
of the other evidence developed, had testified under oath that he did 
not make sales across the border to U.S. investors, and the Chairman 
of the Ontario Commission had stated, " ... Jlis attempt to mislead 
the Commission when under oath, fairly indicates the type of repr~­
sentations he would resort to over the telephone, when there is little' 
,risk, if any, of his being held accountable for his actions." 

In applying for approval of Organ's employment by the member 
firm in qliestion, the NASD took into consideration the fact (amOllg 
ot~lers) that he WQuld be subject to eff~ctive supervisory controls by 

60 S'ecurltles Exchange Act Releases Nos. 6604 (July'26, 1961) ; 6610 (August 2, 1961) : 
6707 (January 11, 1962) ; 6766 (March 27, 1962) ; 6783 (April 18, 1962) ; and 6805 (May 
15,1962). 
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the new employer. in view of the basic ,objective of iriip'rovi,ng 
standards, the Commission asked: "Would approval now give prop'er 
recognition'to the nature of hIS violations? If standards ar~ to be 
raised, can fraud once painfully established through extended· pro­
ceedings be so swiftly ignored?" IIi remanding this case, the CoJnItlis­
sion stated that there should be a "penetrating review" of 'the 
employee's history by the prospective employer, the N ASD and the 
Commission, and that the nature and activities of the firms with whi~h 
he was associated could properly be taken into acCount in evaluating 
his training, experience and character.61, 

The other remanded case concerned an application filed by the 
Association seeking approval of the continuance of a member fiim in 
NASD membership while employing Edgar R. D'Abre as a controlle¢l 

, , 

person. 
, D'Abre's registration with the NASD as a registered representative 
of another firm was revoked by the N ASD in March 1961, because of 
certain irregularities, including "free-riding" and the "manufactur,e" 
of fictitious accounts and records in an effort to deceive his former 
employer' and to conceal violations of N ASD rules. "If we accept, 
as the NASD apparently did," the Commission stated, "theco~rectness 
of the original findings of the District Business Conduct Committee, 
it 'would follow that, insofar as the records reveal, D'Abre has never 
beeil candid with his former employer, his prospective employer"or 
the NASD. , A securities firm must rely to a considera~le extent on the 
willingness of responsible employees to disclose their activitie~ 
nccurately and forthrightly, if it is to properly discharge its important ' 
'responsibilities of supervision. If D'Abre is unwilling to make such 
disclosures, even now, then it would appear doubtful that he fuliy 
~ppreciates the professional obligations to his employer and to the 
public that further participation in the securities field entails. 'If so, 
the necessary finding that it is in the 'public interest' to approve the 
continuance of a firm. in membership with D'Abre as a controlled 
person can hardly be made. A much different,record than the one now 
before us will be needed to warrant approval of the application." 62 

Commission Review of NASD Disciplinary Action 

Section 15A(g) of the Act provides that disciplinary aGtions by the 
NASD are subject to review by the Commission on its own motion 01' 

on the timely application of any aggrieved person. This section also 
provides that the effectiveness of any penalty imposed by the NASD is 
automatically stayed pending determination m any matter which 

01 Securities Exchange Act Release No. 6798 (May 4,1962). 
,,'Securities Exchange Act Release No, 6817 (June 8,1962). 
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com!3S b~fore,th~ Commission for review. Section 15A(h) of the Act 
defines the scope of tp.e Commissio~'s review in proceedings to review 
disyiplinary action of the NASD. If the Commission finds that the 
disciplined person engaged in,such acts or practices, or has omitted 
such, acts, a~ found by the NASD and that such acts, practices, or 
omission to act are in violation of such rules of the Association as 
have been, ~esignated in the determination, and that such conduct 
was inconsistent with just and equitable principles of trade, the Com­
mission-must dismiss such proceedings unless it finds that the penalties 
Imposed are excessive or oppressive, having due regard to the public 
interest, in which case the Commission must, by order, cancel or reduce 
the penalties. ,At the beginning of the fiscal, year 15 such review 
ca~~s w~re pending before the -,Corrimission. During the year 9 addi­
tional such petitions were filed, and decisions were issued in 9 cases, 
certain of which are discussed below, leaving 15 petitions pending at 
the year end. 
, The Commission slJ.stained disciplinary action by the NASD against 
Fi~8t Oalifo1'nia Oompany. The NASD had "found that First Cali­
fornia had violated the Rules of Fail' Practice, in that it had failed to 
make a bona fide public offering of shares of stock which it had ac­
quired as a member of a selling group participating in a distribution 
of such stock. The N ASD had fined the company $500 and assessed 
c9sts of $41.89 against it. . 

The basic facts, which were not in dispute, showed that First Cali­
fornia, as a selling group member participating in a public offering of 

. Permanent Filter Corporation stock at $15 per share, was allotted 
1,500 shares on May 7, 1959, mid on that day sold 400 shares. at the 
$15 offering price to its Employees Profit-Sharing Retirement Plan, 
an account in which its officers and employees had a beneficial interest. 
The stock was quoted.on May 7 at 19 to,19% and on the following day 
thl'> high bid was 20%. Thus, on the basis of the low bid on May 7, 
there was a potential profit on the 400 shares of $1,600 exclusive of the 
price concession to members of the selling group. The shares were 
held in the account until August 10, when they were sold at prices of 
15% and 15%" representing a profit to the Plan of $22.50. 

The NASD rested its determination that its rules were violated 
solely on its, finding that the amount of sfock sold to' the Plan, 
representing 26.6 percent of the 1,500-share' allotment; was dispropor­
tionate to thdtsold to public in+-estors. Thus, the sale ,vas h~ld to be 
in violation of the NASD's published interpretation with respect to 
"free~riding and withholding" in connection with public distributions 
of securities. This announced interpretation was to the effect that a 
member is obligated to make ~ bon~ fide public,offering of securities 
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acquired for distribution and that, 'among other things, sales to 
insiders, including accounts in which the member or its officers have an 
interest, in excess of their normal investment practice (unless other­
wise provided in a prospectus), or. withholding or refraining from 
making a public, offering of all or any part of its .partici pation to make 
an extra profit, are contrary to high standards of commercial honor 

'and just and equitable principles of trade., With respect particularly 
to a practice of sales to such accounts primarily of new issues at a 
time when they are being quoted or sold above the offering price 
(so-called "hot issues"), and therefore may be resold at a profit, the 
NASD had pointed out that such a practice is questionable and should 
be the subject of careful consideration. A March 1959 clarification of 
the policy stated: ". . . it becomes apparent' that allotments of a 
member's participation in a 'hot issue"to insider accounts (bona fide 
investm,ents or other) in disproportionate amounts, as opposed to 
allotments to the public, would hardly indicate a genuine effort to sell 
such participation to public investors. Consideration should be given 
to the fairness of such ratios in the fulfillment of the member's obli­
gation as a participant." 

In its decision, representing its first ruling on the NASD's inter­
pretation with respect to "free-riding" in connection with the distri­
bution of a "hot issue," the Commission expressed agreement with the 
NASD position that the basic requirement under the NASD's "free­
riding" interpretation that a bona fide public offering be made is 
violated, regardless of the investment history or normal investment 
practice of an insider account, if a sale of a "hot issue" is made to 
such an account in an amount which is disproportionate in compar­
ison with the amount being offered to the public by the member. The 
effect of such withholding, the Commission observed, is "not only to 
give to the insiders the opportunity for a profit on the shares with­
held, which appears highly likely under the circumstances, and 
thereby deprive public investors of such opportunity, but also to re­
strict the supply and tend to raise the market price further and enable 
the insiders to realize an increased profit upon subsequent sale of the 
shares retained by them." 

The Commission concluded that the NASD properly found that 
the sale by First California to its own Plan account of 26.6 percent of 
its allotment of Permanent Filter stock, at a time when the offering 
price of these shares was at least $1,600 less than the contemporaneous 
market price, was disproportionate in relation to the amount sold to 
public investors, and that the NASD rules had been violated.6s It 

.. Securities Exchange Act Release No. 6586 (July 6,1961). 
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also found that the penalty imposed by the Association was not . . 
exceSSIve or oppressIve. 
- The Commission sustained an order of the Association which sus­

pended for" 12 months the registration of Leonard H. Zigman as a 
registered "representative. Zigman had appealed the action of the 
NASD, which found that he had engaged in a "serious breach" of his 
obligations to his employer and as a securities salesman, and tha"t his 
conduct·was inconsistent ,vith just and equitable principles of trade. 
The violation of NASD rules involved the maintenance by Zigman of 
an accoun"t with his employer in a fictitious name so as to conceal its 
true identity and on two occasions allocating to such account portions 
of the employer's participation in public offerings being quoted at 
above the offering price and immediately thereafter disposing of the 
shares at a profit. The Commission rejected Zigman's explanation of 
his conduct as an "implausible excuse" and sustained the 12-month 
suspension as not excessive or oppressive.64 " 

: .. Securities Exchange Act Release No. 6701 (January 5, 1962). 



PART ,VI 

, ADMINISTRATION OF THE PUBLIC UTILITY HOLDING' 
" 'COMPANY ACT OF 1935 

Iq. admini~teriilg the' Public Utility Holding.' Company Act of '1935 
the, COI~m,ission regulat~s ,interstate public~utility holding c()m,pany: 
syst~ms eI}g~ged, in the, electric utility business and/or. in t~e ,retail' 
distribution, of gas., The Commission's jurisdiction .. also extends to 
natural gas, pipeline comp~nies and other nonutility. companie~ which 
are subsidiaries of registered holding c~mpanies. Although t~ie mat­
ters under the Act dealt with by the Commission and its staff embrace 
a variety of intricate and complex questions of law and fact generally 
involving ,more than one area of regulation, briefly there are three 
principal regulatory areas. The first covers those provisions .of the 
Act,' contained princip~lly in Section 11(b)'(1), ~l~ich requir~ the 
physical 'integration of public utility companies and f~nctiona.Ily're­
lat~d properties of holding company systems and those provisions, 
co~tained princi pall y in Section 11 (b) (2), which require the' simpli­
fication of' intercorporate relationships and~ fiw;l.llcial structures of 
holding company systems. The second 'covers the financing opera-: 
tio~ of registere,d hqldillg companies and their subsidiaries, the' 
acqllisition and disposition of securities and properties, and certain 
accounting practices, servicing arrangements and intercompany 
transaction~. The thirdincludes the exemptive provisions of the Act, 
the provisions covering the status under the Act of persons and com- ' 
panies, and those regulating' the right of a person affiliated with a 
public utility company to acquire 'securities resulting in a s~cond such 
affiliation. Matters embraced within this area of regulatiori 'fre': 
quently come before the Commission and its staff. Many such-mat­
ters do not result in formal proceedings and others are'reflected in 
such proceedings only in an indirect manner when they are related to, 
issues principally under one of the other areas of regulation. 

The Branch of Public Utility Regulation of the Commission's 
Division of Corporate Regulation performs the principal functions 
under the Act. It observes and examines problems which arise in 

81 

672175-63-7 
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connection with transactions which are or may be subject to regula­
tion under the Act and discusses such problems with interested per­
sons and companies and advises them as to the applicable sections of 
the Act, the rules thereunder and Commission policy with respect 
thereto. Questions are raised with and problems are presented to the 
staff daily. These include questions raised by security holders and 
problems presented by. companies contemplating transactions requir­
ing the filing of an application or declaratiori, particularly financing 
operations and the acquisition and disposition of.securities and prop­
erties. This day-to-day activity includes prefiling discussions, aild 
collferences,' in person and by telephone~t with company representn,- ' 
tives, and 'with other persons where the mat~er under ,consideration" 
affects their interest. Members of the staff of this Division' actively' 
participate in hearings and often aid the Commission 'in the' prepara­
timl of its decision-on a particular matter. , The shiff contiriually re­
examines the status' of 'exempt companies~ examines the annual 
reports filed with the Commission and those sent to stockholders and 
must keep abreast of new teclmical developments in the electrIc and 
gas industry, including the use of atomic energy as a source of power: 

, . , . 

COMPOSITION 'OF REGISTERED HOLDING COMPANY SYSTEMS 
, , 

At the close of the fiscal year there were 25 holding companies 
registered under the Act. Of these, 19 are included in the 17 remain­
ing active registered holding company syst~ms, two of which e!Lch 
have one subsidiary holding company.l In these 17 active systems; 
there are 90 electric and/or gas utility subsidiaries" 40 non,util,ity' 
subsidiaries and 13 inactive companies, totaling i62 system companies. 
The following table shows the number of holding companies, the nUm­
ber of subsidiaries, classified as utility, nonutility and inactive, in each 
of the acth:e systems as of June 30, 1962, and their aggregate ass~ts,­
less valu!J.tion reserves, as of December 31, 1961, which aII).ounted -to: 
$11,788,576,000 : 

1 Registered holding companies excluded from the active list are: C. E. Burlingame 
Corp.; Colonial Utilities Corp.; British American Utilities Corp.; Klnzua 011 & Gas 
Corp. and Its subholdlng company. Northwestern Pennsylvania Gas Corp.; and Standard 
Gas & Electric Co. 
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Olassification 'of companies as of JU1ie so, 1962 

Solely Regis- Electric A~gregate 
regis. t.red and/or Non· Inac· system 
tered holeling· gas ut!l!ty tlve Total assets, less 

System holding operat· s~~!i~ subsid· com· com· valuation 
com- ing iaries pania' panies reserves at 

panies com· iaries Dec. 31,19611 

: panies , (tboosands) 
---------.' 

I. AlIegheny Power S'ystem, Inc: ....... 1 1 13 5 2 22 $604,OiC 
2. American Electric Power Co., Inc .•.. 1 0 12 8 2 23 1,561, ll( 
3. American Natural Gas Co .•.....•.... 1 0 2 5 0 8 905,714 
4. Central and South ,''-'est Corp •....•.. 1 1 4 1 1 R 767,081 
5. Columhla Gas System, Inc., Tbe ..... 1 0 11 8 2 22 1,287,32E 
6. ConsOlidated Natural Gas Co ••....•. 1 0 4 3 0 8 812,1st 
7. Delaware Power & Light Co ••.•.••.. 0 1 2 0 0 3 210,494 
8. Ea~tem'UtllIties Associates •••...••••. 1 0 5 0 • 2 8 ' 112,764 
9. General' Public' Utilities Corp .••.•..• 1 0 6 3 0 10 986,456 

10. Granite City Generating Co. (Voting 
1 Trustees) ••...•....• ; ••......•...... 0 0 0 0 1 2397 

11. Middle South UtIlIties, Inc ....•••.•. 1 0 5 0 3 9 828.204 
12. National Fuel Gas Co ...•........•••. 1 0 4 5 0 10 224.268 
13. New Englanri Elpctrlc System ••••.... 1 0 17 1 0 19 650,571 
14. Ohio Edison Co ••.•.....••.........•• 0 1 3 0 0 4 706,753 
15. Philadelphia Electric Power Co •••... 0 1 1 0 1 3 39,385 
16. Southern Co., The .••....••...•..••.. 1 0 5 2 0 8 1,497,313 
17. Utah Power & Light Co •••....•.••... 0 1 2 0 0 3 270,280 ---------------

Subtotals._ ...••...........•.••. 13 6 96 41 13 169 11,464.370 
Less: Adjustment t'l eliminate duplica. 

tlon in count resulting from 3 compan· 
, , les being su bsldlarles In 2 systems and 

2 ,comp~nies being ~ubsld,iar,ies in 3 
0 0 -6 -I 0 -7 systems .• __ ... _ ..• __ •....• ' •.. ' •.•.•.•.. ---- .. _------

Adel: Adjustment to Include the asscts 
of these 5 jointly owned SIl bSldlaries and 
to remove the parent companies' in· 
vestments therein which are Included 
in the system assets above .••..... _ •••.• -------- -------- -------- -------- ----- ... -- 324,206 ---------------

Total companies and assets in 
active sYstems ..•••••..... , .•••.. 13 6 90 40 13 162 11,788,576 

1 Represents the consolldatenao;sets. less valuation reserves, of eaeh system as reported to the Commission 
on Form U5S for the year 1961, except as otherwL_e noted. ' 

• Represents total net asset.-, as of March I, 1962, after deducting cstinlated·reserves for miscellaneous 
feps and expenses in conne~tlon with proposed liquidation of the voting trost . 

• The'" 5 companies am Beech Bottom Power Co.,.Inc. and Windsor Power House Coal Co., which are 
indirect subsidiaries of American'Electric Power Co ... Inc. and Allegheny Power System, Inc.; Ohio Valley 
Electric Corp. and its subsleliary, Inniana·Kentnckv Electric Corp. which Bre owned 37.8 percent by Amer­
Ican Electric Power Co., Inc.; 16.5 percent by Ohlo"Edison Co., 12.5 percent by Allegheny Power System, 
Inc., and 33.2 percent by other companies; and The Arklahoma Corp., which is owned 32 percent by Central 
a.,d South West Corp. System. 34 Percent by Middle South Utilities, Inc. system and 34 percent by an 
electric utility company not associated with a registered system. . 

. I 

The largest number of companies subject to the Act as components 
of registered holding company systems at anyone time was 1,620 
in 1938. Altogether 2,419 companies have been subject to the Act as 
registered holding companies or subsidiaries thereof at one time 01 

another during the' period from June 15, 1938, to June 30, 1962. 
In:cluded in this total were 223 holding companies (holding companies 
and holding-operating companies), 1,040' electric and! or gas utility 
companies, and 1,156 nonutility enterprises. From June 15, 1938, to 
JUne 30, 1962,' a total of 2,235 of these companies have been released 
from the -regulatory' jurisdiction of the Act or have ceased to exist 
as separa~e corporate entities. Of the remaining 184 companies, 162 
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are members of the 17 active systems listed in the table above, and. 
22 are members of systems excluded from the active list. 

Of the abov~-mentioned 2,235 companies, 928 with assets aggregat­
ing approximately $13 billion at their respective dates of divestment 
have been divested by their respective parents and are no longel 
subject to the Act as components of registered systems. The balance 
of 1,307 companies consists of 793 which were released from the regu­
latory jurisdiction of the Act as a result of dissolutions, mergers and 
consolidations and 514 which ceased to be subject to the Act as com­
ponents of registered systems as a result of exemptions granted under 
Sections 2 and 3 of ' the Act or orders pursuant to Section 5(d) of the 
Act finding that such companies had ceased to be holding companies. 

SECfION 11 MATTERS AND OrnER SIGNIFICANT DEVELOPMENTS 
IN ACfIVE REGISTERED HOLDING COMPANY SYSTEMS 

Section II Mallers 

At the close of fiscal year 1961, there was pending before the Com­
mission a plan filed by Middle South Utilities, Inc. lmder Section 
11 (e) providing for the exchange of its cOJIl!Ilon stock for the 3.18 
percent publicly held shares of common stock of New Orleans Public 
Service Inc.; a public utility subsidiary of' Middle South. The 
plan provided for the exchange of each share of common stock of 
New Orleans for 2% shares of common stock of Middle South. Dur­
ing the current fiscal year the Commission approved the plan and it 
was ordered enforced and carried out by a Federal Court.2 

Also at the close of the previolis fiscal year 'there was pending 
before the Commission a plan filed by National Fuel Gas Co. ·for 
the elimination of the 5.95% minority interest in its subsidiary, 
Pennsylvania Gas Company. On February 19, 1962, the Conimis­
sion approved the plan,3 and in April 1962, an order was entered by 
a Federal court enforcing the plan.4 

. 

During this fiscal year Granite City Generating Company (Voting 
Trustees) filed a plan under Section 11 ( e) of the Act with respect 
to distribution of the cash remaining from the sale of Granite City's 
assets, after retirement of mortgage bonds. 'The plan proposed'that, 
after the payment of fees of· the Voting Trustees and all liquidating 
and other expenses, the balance would .be distributed to the holders 
of .the voting trust certificates of the electric utility company. Sub­
'sequent to the close of the fiscal year, the Commission approved the 
plan 5 and.in December 1962 it was ordered enforced and carried out 

, .• Holding Company Act Release No. 14533 (October 19, 1961), enforced by order 'of 
District Court, E.D. La., December I, 1961 (Clv. No. 11646). 

• Holding Company Act Release No. 14575. 
, W.D. Pa •• Clv. No. 62-140. 
• Holding Company Act Release No. 141139 (November 5.1962). 
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by a Federal court.6 Prior proceedings in this matter are 'reported 
at page 110 of the 27th Annual Report. ' 

'During the fiscal year C. E. Burlingame Corporation, a registered 
holding company, filed a plan of dissolution purusant to Sectioil 
11 ( e) of the Act. Subsequent to' the close of the' fiscal year, the 
Commission approved the plan and issued an order: under SectiOli' 
5 ( d) declaring that Burlingame would cease to be' 3: holding ,company 
and tluitits registration would 'no longer be in' effect upon 'the,con-' 
summation of specified transactions.7 

Just before the close of the fiscal year, Eastern Utilities Associates 1 

filed Step 2 of a Section 11 (e) plan which contemplates the sale 'of 
the common stock of Valley Gas Co. to the public common stock­
holders of Blackstone Gas & Electric Co. 'and the shareholders 'of' 
Eastern Utilities Associates. This is the' 'final, step to be taken to' 
divest the gas' properties from the System. ' Prior proceedings are' 
discus~ed at page 109 of the 27th Annual Report. 

, On February 20, 1958, the Commission issued its Findings, Opinion', 
and 'Order pursuant to Section 11 (b) (1) permitting the retention of ' 
all of the New -England Electric System's electric properties.s ',Juris-' 
diction was reserved to consider at later hearings the retainability 
of the gas properties. During the present fiscal year briefs were 
filed and exchanged by New England EI~ctric System and the Com­
mission's Division of Corporate Regulation. Oral argwp.ent was 
heard by the Commission on June 12, 1962, and at the close of the 
fiscal year the matter' was under advisement. , " 

, There exists a problem under Section l1(b) (1) in the Middle 
South Utilities system relating to the retai~ability of gas and trans- , 
portation properties together with electric propf.'lrties by New Orlean~ 
P,~blic· Service Inc. O~ March 21 and ~2, }962, two bills ~ere intro­
duc~d in the Congress (H:R. 10872 and ~.R.'10898, 87th Cong., 2d. 
Sess.) which provided generally that no law of the , United States 
shall be held 'to require or. to authorize any' department or agency 
of the Federal Q-overnment to require New Orleans Public, Service 
Inc. to 4ivest itself of control of, or any int~rests in, its facilities for 
the transportati.on of passengers and the distribution of gas in, the 
City' of New Orleans. No action was taken on these bills 'by the 
Congress and no proceedings have been instituted by the Commi'ssionOs 

On December 20, 1961, the Commission issued its order approvtng . 
a substantial number of the fees and expenses incurred in connection 

• S.D. Ill. Civil Action No. 3234. 
7 Holding Company Act Release No. 14676 (July 30. 1962). 
838 S.E.C. 193. 
• No further action was taken during this fiscal year with respect to certain Section l1(b) 

problems of several other registered holding company systems noted at pages 104, 105 and 
108 of the 27th Annual Report. 
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with a Section 11 ( d) proceeding resulting in approval of a plan 
requiring the elimination of the minority interest in Arkansas Fuel Oil 
Corporation, a subsidiary of Cities Service.Co.lo Hearings were held 
with respect to the remaining fees and expenses, briefs were filed,and 
the Commission heard oral argument. At the dose of the fiscal year, 
the matter was under advisement: . 
. The Commission. has held with court approval that. the existence 

of a public minority interest in the common stock of a subsidiary of 
an integrated registered publicutiNty holding company system consti­
tutes an inequitable distribution of voting power within the meaning of 
Section l1(b) (2). Such minority interests have been eliminated in 
several systems by plans filed under Section 11 ( e). There still remain 
several systems where minority interests exist as to which no pro­
ceedings have been instituted by the Commission or proposed by 
holding cOmpany systems. These include one or more subsidiaries of 
Allegheny Power System, Columbia Gas System and Eastern Utilities 
Associates. New England Electric System has minority interests in 
several of its gas utility subsidiaries. As noted above, the retainability 
of the gas properties is under advisement by the Commission.: . 

Other Developments 

Reargument was heard on January 9, 1962 on an application by 
Union Electric Company for exemption from the Holding Company 
Act pursuant to Section 3(a) (2), and on April 2, 1962, the Commis­
sion issued its Findings, Opinion and Order granting the 
application.ll , . , . 

On January 3, 1962, the Commission approved the proposed acquisi­
tion by General Public Utilities of $52,500,000 face amount of letters 
of credit issued through a group of banks as consideration for. the 
sale by that. company of i~s entire holdings of securities in Manila 
Electric Company to Philippine private interests.12 As a reSult, the' 
operations of the' General' Public Utilities are now confined .to 
the States of Pennsylvania and 'New Jersey. 

On April 2, 1962, New England Electric System filed a declaration. 
regarding 'the issuanc.e and sale of 872,786 of its common shares pur­
suant to a rights offering on the basis of one new share for each 15 

-,-, 

10 Holding Company Act Release No. 14551. For the previous history of the proceeding, 
see the Commission's 27th Annual Report, page 107, and the 26th Annual Report at pages 
134-135. ' 

11 Holding Company Act Release No. 14615. 
1lI Holding Company Act Release No. 14566. 
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shares held. ' ,It proposed' that bids be invited pursuant to Rule 50 
promulgated under the Act for standby compensation during the 
subscription period. The Commission permitted the. declaration to 
become effective,13 and bids were invited, the subscription price being 
set at $21 a share. A bid was submitted for standby compensation of 
$1,658,293 or $1.90 per share to purchase the 'unsubscribed shares at 
the subscription price. The company rejected the bid and filed an 
amended declaration proposing to proceed with the rights offering 
at the same sUbscription price but without any underwriting, which 
the Commission authorized.14 Subscriptions were t-eceived.for 612,440 
of the 872,786 shares offered, or approximately 70%. 'On August 1, 
1962, a further amendment proposing to offer the remaining 260,346 
shares to the public at competitive bidding was filed and was approved 
by the Commission.15 Under this proposal 4 bids were received, the 
highest bid specifying a price of $22.97 to the company and an offering 
price to the public of $23.50 per share. The company accepted this 

: bid and thereby completed the marketing of the offering. 

FINANCING OF ACTIVE REGISTERED PUBLIC UTILITY BOLDING 
COMPANIES AND THEIR SUBSIDIARIES 

, During the fiscal year 1962; 11 of the active registered holding 
company systems issued and sold for cash, by public distribution or 
directly to stockholders, 17 issues of long-term debt and capital stocks 
,aggregati~g $295 million 16 pursuant to authorizations granted by 
the Commission under Sections 6 and 7 of the Act.17 All of the 
financing in 1962 was for the purpose of raising additional capital, 
except that in one case a portion o:f the :funds obtained was used to 
refund a $3 million issue of preferred stock having a higher dividend 
rate. . ' 

The following table shows the amounts and types of securities 
issued and sold by registered holding companies and their subsidiaries 
during 1962: 

'" Holding Company Act Release No. 14639 (May 16. 1962). 
U Holding Company Act Release No. 14653 (June 14, 1962). 
1/;'Holdlng Company Act Release No. 14679 (August 3,1962)., , 1. Dollar amounts 'of all securities are computed at gross proceeds (the amounts paid for 

the securities by Investors). . 
17 The systems which did not seIl stock or long-term debt securities to the public are: 

Central & South West Corp. ; Delaware Power & Light Co. ; General Public Utilities Corp. ; 
Granite City Generating Co.; National Fuel Gas Co.; Ohio Edison Co.; and Philadelphia 
Electric Power Co. ' , , 
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! ,Securities, issued and soM tor 'cash to the public and financial institutions by 
, aC~ive registered holding companies and their subsidiaries, fiscal ye'ar 1~62 , 

[In millions] 

Holding company system 
- :> '( .' 

Alleglieny Power System, Inc,: West Penn Power Co __ _ 
American Electric Power Co" Inc,: Appalachian 

Bonds 

" $30 

'Deben­
tures 

Preferred ,Common 
stock, stock 

Power Co ____________________________________ : ____ __ _ 25 $20 _________________ : __ ~ __ _ 
American Natural Gas Co,: Milwaukee Gas Light Co_ 15 ___________________________________ _ 
Columbia Gas System, Inc ________________________ :____ ____________ 25 _______________________ _ 
Cousolidated Natural Gas Co__________________________ ____________ 25 _______________________ _ 

, Eastern Utilities Associates': Brockton Edison Co______ ____________ ____________ $4 _________ ' __ _ 
Middle South Util,ities" ~c,:, New Orleans, Puhlic Service Inc __________________________________________ _ 
New England Electric System: " New England Power Co ____________________ : ______ _ 
Southern Co" The: , Alabama Power Co _______________________________ _ 

Georgia Power Co _________________________________ ' 
Mississippi Power Co ____________________ , _________ _ 

Union Electric CO," ___________________________________ _ 
, Utah Power & Light:Co_' _____________________________ _ 

8 ___________________________________ _ 

20 _______________________ _ $18 

'17 ___________________________________ _ 
10 
6 

30 
23 

7 ___________ _ 

12 ___________ _ 

TotaL ________ ' _____________ : ____________ ~ ________ I--~18-4-1----"-,O-1 18 

" These securities were sold on July 25,1961, at which time Union Electric Co, was subject ,to the Act as 
a registered holding company, On Apr, 2, 1962, the Commission granted the company an exemption 
[rom the provisions of the Act pursuant to Section 3(a) (2) thereof, Holding Company Act Release No. 
14615, 

. , 

The table does not include securities issued and'sold by subsidiaries 
, to their respective parent holding companies, issuance of short7~erm 
_ Jtotes to banks, portfolio sales by any of the' systerp. ,companies, or 
,'sec~li'ities issued for stock or a~sets of non-affiliated companies. These 
issu~Iices .and sales also required authorization, by the Commission 
except.in the case of the issuance or notes having a maturity of leSs 
,than \) months w here th~' aggregate amou:O:t does not' exceed 5 % of the . 

: tot:,tl capi~alization of the company. The 'issll;lllce' of such securities 
~. is exempt by the,provisions of Se'ction 6 (b) 9f the Act.' . 

Competitive Bidding 

All of the 17 issues of securities sold for cash in 1962, as shown in 
the preceding table, were offered fo.r competitive bidding pursllant to 
the requirements of Rule 50 promulgated under the Act, although one 
of such issues ultimately was sold by other means.]8 

As described at pages 109-110'of the 27th Annual Report, Valley 
Gas Company was organized for the purpol;le of acquiring and ~perat­
ing the gas properties formerly owned by Blackstone Valley Gas and 

,Electric Company, '!t subsidiary of Eastern Utilities Associates, a 
'registered holding company.' In payment' for, the gas properties, 
Valley issued $4.5 million' of its first mortgage bonds and $1.5 ni~llion 
of its long-term promissory notes to Blackstone. At' that time the 
Commission granted an exception from the competitive bidding 

18 This one Issue was that of the common shares of New England Electric System as to 
which see page 86-87, 8upra. 
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requirements of Rule 50 with respect.to any subsequent sale ,by J?lack­
stone of the first mortgage bonds and long term notes of Vall~y ,and, 
reserved jurisdiction with respect to the prices to be received ,and th~: 
other terms and provisions of the first mortgage bonds and long-term 
promissory notes of Valley.19 During fiscal year 1962, the Comm~s- , 
sion released the jurisdiction formerly reserved and the securities 
were sold to institutional investors.20 

During the period :from May 7, 1941, the elective date of Rule 50, 
to June 30, 1962, a total of 839 .issues of securities with aggregate 
sales, value of .$12,300 million were sold at competitive bidding under 
the rule. These totals compare with 231 issues of securities with, an : 
aggreg~te,sales vt}lue of $2,371 million which have been sold pursuant 
to orders of the Commission granting exceptions from the competitive 
bidding requirements of the rule under paragraph (a) (5) thereof.2~ 
Of the total amount of securities sold pursuant to orders granting 
exceptions under this paragraph, '126 issues with, total sales value of 
$1,888 million were sold by the issuer and the balance of 105 issu~ 
with a value of $483 million were portfolio sales. Of It he 126 issues 
sold by issuers, 70 were in amounts of from $1 million to $5 million. 
and 2 bond issues were in excess of $100 million each.22 

PROTECTIVE PROVISIONS OF FIRST MORTGAGE ~ONDS ,AND. 
PREFERRED STOCKS OF PUBUC UTIUTY COMPANIES 

, Statements of policy were adopted by the dommission in 1956, 
coq.ifying the standards to which provisions covering first mortgage, 
bonds and preferred stocks issued lmder the Act must co:p.form for the 
protection of investors in such, securities.2

' Prior to 1956 these 
standards had been established by the Cqmmission on a case-by-case 
basis. In passing upon the issuance of first mortgage bonds and pre- , 
ferred stocks under the Act, the Commission examines the applicable 
mortgage indentures and charter provisions to ,insure a continuing 
substantial conformity with the codif].ed standards of the respective. 
statements of policy. Such conformity has been uniformly.required 
except where, in particular circllmstances, deviations from the ,state­
ments of policy are clearly justified.24 , 

19 Holding Company Act Release No. 14266 (Aug. 10, 1(60). 
~ Holding Company Act Release No. 14485 (July 24,1961). 
21 Paragraph (a) (5) of Rule 50 provides for exception from the competitive bidding re­

quirements of the rule where the Commission finds such bidding Is not necessary' or appro­
priate under the particular circumstances of the Individual case. ., ; . 

.. Ohio Valley Electric Corp., a $360 million Issue of bonds, and United Gas Corp., a 
$116 million Issue. " .' , 

.. Holding Company Act Releases' Nos. 13105 (Feb. 16, i956) and 13106 (Feb. 16, 1956) , 
as to first mortgage bonds and preferred stocks, respectively . 

•• Tbe application of the statements of policy to filings througl,l June 30, 1961, Is dis­
cussed In the 23d, 24th, 25th, 26th and 27th Annual Reports at pp. 141-143, 128-131, ' 
137-141, 148-151 and 123-126, respectively. 
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During the fiscal yea'r, applications or declarations were filed by 
public utility companies ,subject to the Act with respect to'nine first, 
mortgage bond issues involving an aggregate principal amount of 
$153,000,000, and three preferred stock issues with a total par value 
of $23,000,000. ' 

The statement of policy with respect to first mortgage bonds requires, 
among other tl)ings, that dividends or other distributions to common 
stockholders be llmited so as to preserve an "equity cushion" beneath 
the' claims of the bondholders. This requirement, -was adequately 
provided for in the existing indentures covering three" of the nine 
bond'issues flIed by public utility companies. In the other six bond 
issues, additional. restrictions' were required, and were provided for 
either at the issuers' initiative or as a result of informal discussions 
between the Commission's staff and representatives ,of the issuer. ' 

Since the bulk of bondholders" security consists of inortgaged 
depreciable plant and equipment, the statement of policy for bonds 
also requires the periodic'renewal and replacement of such property' 
so as to preserve the book value of the underlying security. This 
requirement, in substance, obligates the issuing company to provide 
for new property additions' (or, alternatively, to deposit cash or out­
standing bonds with the trustee) in an amount which over the 
estimated useful life of the mortgaged depreciable property, will 
maintain the original book cost of the mortgaged property. The 
statement of policy requires' that the mortgage indenture express the 
periodic renewal and' replacement obligation as a percentage of the 
book cost or'the mortgaged depreciable property, but where existing 
indentures express the provision on some other basis' (usually, as a 
percent of operating revenues ) such alternate provision is permitted 
to remain unchang~ if the issuer can satisfactorily demonstrate to the 
Commission that the existing provision affords substantially the same 
protection as that based on a percent-of-property basis. To insure­
observance of this standard of the statemen't of policy, the Commis­
sion's staff conducts a continuous study of the depreciation require­
ments of the various issuers subject to the Act. 

Of the nine bond issues sold during the fiscal year, the indentures· 
of six expressed the renewal and replacement provision ,as a percentage 
of depreciable property deemed adequate by the Commission; The 
indentures covering the other three bond issues 'expresse~ the pro­
vision as a percentage of revenues which the Commission found 
afforded no less protection to the bondholder's than that which would 
be afforded on an appropriate percent-of-property basis. . 

With respect to the three preferred. stock issues" aggreg~ting , 
$23,000,000 as to which applications or, declarations ,were filed, ~~rin~: 
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the fiscal year, all had charler provisions in substantial confonnity 
with the statement of policy for preferred stock. 

The Commission has continued to require adherence to the provision 
contained in both the bOnd and the preferred stock statements of 
policy that the securities be freely refundable at the 'option of the 
issuer upon reasonable notice and payment of a reasonable redemption 

'premium, if any.25 An exception was allowed in the case of Valley 
Gas Company, a new company organized for the purpose of facilitat­
ing the divestment by the Eastern Utilities Associates holding­

!company system of the gas utility properties owned by one of the 
public utility companies in that system. In light of the unusual 
circumstances present, the Commission in fiscal year 1961 had granted 
an exception from the competitive bidding requirements of Rule 50 
under the Holding Company Act, and in fiscal year 1962, the Com­
mission approved, an indenture covenant negotiated by Valley Gas 
Company with the bond purchasers providing that if any of the bonds 
were redeemed during the first five years after issuance through the 
issuanc~ of other debt securities bearing it lower interest rate, the com­
pany would be required to pay higher redemption premiums than 
customary tmder the Commission's usual standards, but that following 
such five-year period the bonds would be freely refmldable by the 
company. upon payment of the normal lower scale of redemption 
· premiums. 26 

Continuing studies made by the Commission's staff for fiscal year 
1962 with respect to electric and gas utility bond issues sold at com­
petitive bidding, whether or not subject to the Act, indicate that the 
presence or 'absence of a restriction on free refundability has not 
affected the number of bids received by an issuer at competitive bid­
ding or the ability of the winning'bidder to market the bonds. This 
finding coincides with that described in the 27th Annual Report, at 
· pages 125-:126, containing a su'mmary of the results of an examination 
of all electric and gas utility bond issues (including debentures) sold 
at competitive bidding between May 14, 1957, and June 30, 1961, by 
companies subject to the Act as well as those not so subject. This 
study has been extended to include fiscal year 1962. 

During the period from May 14, 1957, to June 30, 1962, a total of 
361 electric and gas utility bond issues, aggregating $7,838.6 million 
.principal amount, was offered at competitive bidding ... The refund­
able issues numbered 273 and accounted for a total of $5,036.6 million, 
.while the nonrefundable issues-all except one being nonrefundable 

· ' .. The signIficance of the refundIng prIvllege. botb as a matter of conformity wItb the 
standards of the Act and as a matter of practical finance. was dIscussed at some length 
In the 24th Annual Report. at pp. 130-131. . 

.. Holding Company Act Release No. 14485 (July 24. 1961). 
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for a period of five years, and that one being nonrefun9,able for a 
period of seven years-numbered 88 and totaled $2,802 million piin-

, cipal amount. The number of refundable issues thus represented 75.6 
percent of the total number, of issues, while, in terms of principal 
amount, the refundable issues accounted for 64.3 percent.27 , ' 

. The weighted average number of bids received on the refundable 
issues for the period was 4.57, while on the nonrefundable issues it 
was 4.20. The median number'of bids was five on the refundable and 
four on the nonrefundable issues.28 With respect to the sllccess of the 
marketing of the bond'issues, an issue was considered to have been 
successfully marketed if at least 95 percent of the issue' ,was sold at 
the syndicate price up to the date of termination of the syndicate. On 
this basis, 73.3 percent of the refundable issues were successful, while 
67.0 percent of the nonrefundable ones were successfu1.29 In terms of 
principal amount, 70.8 percent of the refundable issues were success­
ful, while 65.4 percent of the nonrefundable ones we're successfu1.30 

Extension of the comparison to include, the aggregate principal 
amounts of all issues which were sold at the applicable syndicate 
prices up to the termination of the respective syndicates, regardless 
of whether a particular issue met the

l 
definition of a successful market­

ing, indicates that 88.2 percent of the combined principal amount of 
all the refundable issues were so sold, as compared with 81.9 percent 
for the nonrefundable issues.31 These statistics developed in respect 
of the two groups of bond issues support the Commission's policy of 
requiring free refundability of utility bond issues subject to the Act. 
, In connection with this policy of the Commission, it may be noted 

that, on July 13, 1961, Brockton Edison Company, a public utility 
subsidiary of Eastern Utilities Associates, a registered holding com­
pany, issued and sold, at competitive bidding pursuant to the require­
ments of Rule 50, a total of 40,000 shares of its $100 par value 5.48% 
preferred stock at a dividend cost to the company of 5.44%. Approxi­
mately $3,264,000 of the net proceeds from the sale of this preferred 
stock was used by Brockton to redeem its outstanding $3,000,000 par 

2'1 During fiscal year 1962, a total of 51 bond Issues was offered, aggregating $1,275,5 
million principal amount, consisting of 33 refundable Issues totaling $602,5 million and 
18 rion~efu~dable Issues totaling $'673 million. The number of refundable Issues represented 
64.7 percent of all the Issues, while, in terms of principal amount, the refundable Issues 
accounted for 47.2 percent. 

28 During fiscal year 1962, the weighted average number of hlds was 4.58 on the refund­
abIes and 4.11 on the nonrefundables, while the median number of bids was 4 on both the 
refundables and nonrefundalJles. . 

"" During fiscal year 1962, 69.7 percent of the refundable Issues were successful, as against 
55,6 percent for the nonrefundables. 

80 During the fiscal year 1962, In terms of principal amount, 70.8 percent of the refund­
abIes were successful, as against 61.7 percent for the nonrefundables. 

81 During fiscal year 1962, the applicable percentages were 92.1 percent for the refund­
abIes and 76.0 percent for the nonrefundalJles. 
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value 6.40% preferred stock at $108.80 per shareand.:accrued divi-' 
dends at l), cost to call of 5.88%. and which had been sold in December 
1957. If the 6.40% preferred ,stock had been nonredeemable fora:' 
five-year period, the company would have been unable to effectuate the' 
refinanCing. " 
, In the 27th,Annual Rep'ort, at page 126', reference was 'made to a' 

comprehensive study of redeinption provisions of corporate bonds; 
being conducted at tlle Wharton School of Finance and Commerce of ; 
the University of Pennsylvania. The final results of this study :\vere' 
publicly released by the 'Wharton School during fiscal year 19t,i2.32 

The study, which covers the period 1926-1959 (including in certain 
respects data' extending to 'June 30, 1960), indicates that it'was 'not 
until the second half of the calendar year 1959' that some differences 
appeared in interest costs' as between immediately refundable' bonds~ 
and those carrying refunding restrictions. These differences, indicat­
ing somewhat lower interest costs on bonds having refunding restric­
tions, were found by the'Whal;ton School not to have been matel'ial~ 
Itt least when measured against the advantage to the issuer of being' 
able to,refund its bonds at any time. The'Commission consideI:s that 
the Wharton School study supports the position of the Commission 
that issuers of immediately refundable bonds have, on the whole,' not 
been penalized in the market place as compared with those issuers 
which accepted a refunding restriction. In fact, the evidence appears 
to point to the contrary, namely, that a refunding restriction does n'ot 
provide the issuer with a reduction in iriterest cost even approximating 
what one might reasonably expect as being the financial ,equivalent of 
a refunding restriction.ss , 

ornER MATTERS 

Request Cor Declaratory Order 

, Pacific Northwest Pmoer, OQ1npany has pending an application 
filed pursuant to Section 5 (d) 'of the Administrative Procedure Act 
for a declaratory order stating at what point in the construction of 
a hydro-electric plant it will become an' electric utility company 
w:ithin the meaning of Section 2(a) (3) of the, Act. Pacific North-' 
west's common stock is owned equally by Pacific Pqwer and Light, 
Company, Montana Power Company, Washington 'Vater Power 

32 See Arlelgh P. Hess, Jr. and Willis J. Wlnn, THE VALUE OF THE CALL PRIVI· 
LEGE (University of Pennsylvania), 1962. Members of the Advisory Committee of the 

, study Included a stall' member of the Commission, a stall' member of the Federal Power 
Commission, representatives of Insurance companies, banks which administer pension 
trusts funds, and investment b'anklng firms, and several members of the faculty of the 
University of Pennsylvania. 

33 ld., pp. 80-82. 
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Company, and 'Portland General Electric Company. The company 
has not proceeded with its application pending the outcome of a pro­
ceeding before the Federal Power Commission in which the granting 
of a license to Pacific Northwest is being contested by certain Public 
Utility Districts. After the close of the fiscal year an examiner ·of· 
the Federal Power Commission issued a decision and prder, subject 
to review, granting the license to Pacific Northwest. It is expected 
that the company will now proceed with its application before this 
Commission. 

"Bottled Gas" Companies 

Unusual problems have arisen from time to time involving various 
so-called "bottled gas" companies which distribute gas (usually pro­
pane or butane) in portable tanks or containers. A number of com­
panies have aggressively expanded in this field by acquiring the capital 
stocks oi bottled gas companies which previously. were operated 
independently or by organizing new subsidiary companies to engage 
in the business. One parent company, for example, recently' had 
about 150 such subsidiary companies' and another had more than 70. 
The operations of the subsidiaries are conducted in many different 
States. So long as a company distributes gas only in portable con­
tainers; it is not a "gas utility company" as defined in the Holding 
Company Act, and if all the subsidiaries of a parent company are 
strictly "bottled gas" companies or other non utility companies, the 
parent company is not a "holding company" as defined in the Act. 

However, some subsidiary companies in bottled gas systems have 
changed their character by undertaking the distribution of liquefied 
petroleum gas or natural gas at retail through pipes, thereby becom­
ing "gas utility companies" within the meaning of the Act. The par­
ent company of any such subsidiary automatically becomes a "hol!iing. 
company," if it is not one already. . . . . 

The staff of the Commission has found it necessary' to observe 
closely the operational changes which have been occurring in bottied 
gas systems. Where changes' of -the kind described have been 
observed, the staff has sought to assure that the parent company 
either registers under the Act, or applies for an exemption from the 
Act, if available .. 



PART VII 

PARTICIPATION OF THE COMMISSION IN CORPORATE RE­
ORGANIZATIONS UNDER.cHAPTER X OF THE BANKRUY.fCY 
ACT 

The Commission's role under Chapter X of the Bankruptcy Act, 
"which provides a procedure for reorganizing corporations in the 
U t:J.ited States district courts, differs from that under the various other 
statutes which it administers. The Comniission does not initiate 
Chapter X proceedings or hold its own hearings, and it has no author­
ity to determine any of the issues in these proceedings. The Com­
mission participates in such proceedings in order to provide independ­
ent, expert assistance to the court, the participants, and investors on 
matters arising therein. Thus, the facilities of the Commission's 

. technical staff and its disinterested recommendations are placed at 
the service of the judge and the parties in a highly complex area of 
corporate law and finance. The Commission pays special attention 
to the interests of public security holders, who may not otherwise be 
effectively represented. 

wilere the scheduled indebtedness of a debtor corporation exceeds 
$3 million, the judge under Section 172 of Chapter X must, before 
approving any plan of reorganization, submit it to the Commission 
for its examination and report. If the indebtedness does not exceed 
$3 million, the judge may, if he deems it advisable to do so, submit 
the -plan to the Commission before deciding whether to approve it. 
Where the Commission files a report, copies or a summary must be 
sent to all security holders and creditors when they are asked to vote 
-on the plan. The CommissiOli has no authority to veto or require the 
ad<.>ption of a plan of reorganization and is not obligated to file a 
formal advisory report on a plan. 

, The Commission has lawyers, accountants and financial analysts in 
its N ew York, Chicago and San Francisco regional offices who are 
actively engaged in Chapter X cases in which the Commission has 
filed its appearance. Supervision and 'review of the ~egional offices' 
Chapter X work is the responsibility of the Division of Corporate 
Regulation of the Commission, which, through its Branch of Reor­
ganization, also serves "as a field office in cases arising in the Atlanta 
and Washington, D.C., regional areas. " . 

95 
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SUMMARY OF ACTIVITIES 

The Commission's activities in Chapter X this year increased over 
the previous year and will probably be even more extensive in the 

- fiscal year 1963. In fiscal year 1962, t.he Commission actively partici­
pated in 64 reorganization proceedings involving 101 companies (64 
principaCdebtor corporations and 37 subsidiaries of those debtors).1 

-The stated assets of these-101 companies totalled approximately $612,-
400,000 and their indebtedness totalled approximately $572,300,000 . 

. The. proceedings were scattered among district courts in 27 states and 
the District of Columbia as follows: 9 proceedings in New York; 5 

, each in Illinois and California; 4 each in Maryland, Kentucky and 
__ North Carolina; 3' eiLCh in Colorado, Oklahoma, Florida and Texas; 
.2 each in Pennsylvania, Michigan and Nevada; and 1 each in Wash­
ington, Iowa, Virginia, Kansas, ,Georgia, New Jersey, Louisiana, 
yVy,oming, ,In,diana, Mississippi, J\~ontana, Arizona, New Mexico, 
Arkansas and the District of Columbia. 

During the year, the Commission entered its appearance in 18 new 
- proceedings under Chapter X involving companies with aggregate 

stated assets of ,approximately $108,292)000 and aggregate indebted­
ness. of approximately $85,786,000. They involved the rehabilitation 
of corporations engaged in, the operation of such varied businesses as 
a deluxe resort hotel, real estate development, fertilizer plant, automo­
bile race ·track, ,retail discount stores" farmers cooperative, cement 
lllanufacturing, chain fooCl stores, heavy construction (!ontracting. 
mining, real estate and mortgage investment and machine products 

: manufacturing. , ' 
,Proceedings involving 5 principal debtor corporations were closed 

during the year., At'the end of the year, the Commission was actively 
_ participating in 59 reorgani'zatio~l proceedings invol ving 9'5 companies . 

. . The Commission has not considered it necessary or appropriate to 
participate in every Chapter X case. Apart 'from the excessive ad­
ministrative burdell, many of tlie cases il).volve only trade or bank 
creditors and few public investors. The Coinmission seeks to partici­
pate principally in those proceed~ngs 1n which a' substantial p~blic 

. investor interest is irivolved. However, the Cornillission' may' also 
pai·~icip~te.I:)ecaus~ an u~1fair plan has been or is about to be proposed, 
the- public security holders are not adequately repl~esented, the reor-. 
ga~iiz~ti~m proce{)di~gs are being conducted in violation of important 

, provisions of the ~ct, the facts indicate that the Commission can per­
. fo~in. a 'usefu~ service, or the, _ judge asks the Commission to 
participate. . 

1 Appendix table 12 contains a complete list of reorganization proceedings In which the 
Commission particlpa ted during the fiscal year ended June 30, 1962. 
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PROCEDURAL AND ADMINISTRATIVE MATI'ERS 

WIlen it has participated in Chapter X proceedings, the Commis­
sion has urged upon the court the procedural or substantive safeguards 
to which all parties are entitled. The Commission also has attempted 
in its interpretations of the statutory requir~ments to encourage uni­
formity in the construction of Chapter X and the procedures there-
under. -

In Oal~lVe8t Aviation, Inc.,2 the Court appointed as co-trustee the 
president of the debtor, who was also a stockholder and director. 
After he was advised that he was disqualified from serving as such 
under Sectio~ 158(1) of Chapter X, he resigned but was retained as 
general manager. 

In Flora Sun Oorporation,S the Commission objected to the reten­
tion of the "additional trustee" on the ground that he was not dis­
interested. The additional trustee had, in effect, secured an option 
to acquire control of the debtor on behalf of a corporation of which he 
was president. However, the Court rejected the Commission's con­
tention that retention of the trustee would be contrary to Section 
158(4) oftheBankruptcy Act. . 

In Pic1eman Trust Deed Oorporation,4 investors who had acquired 
notes and second deeds of trust through the debtor were classified by 
the Court as creditors, each secured by the deed assigned and allocated 
to him. On this basis, the creditors supported certain compromises 
proposed by the trustee and approved by the Court.5 After the time 
for appeal had run, the trustee sought to have investors with Un­
recorded 'assignments reclassified as unsecured creditors. The Court 
agreed 'with' the Commission that the trustee was estopped since 
investors had relied on the prior classification order. 

The Court also accepted the view of the' Commission that fmids 
received from investors and held in separate accounts pending invest­
ment should be treated as trust funds rather than general assets. 

I Since. there. 'vas' a deficiency in these accounts, the Court fixed the 
manner of distribution by the adaptation of a formula approved by 
Judge Learned Hand in In re Schmidt.6 

In U.S. Durow Oorp. of Oolorado,7 the District Court confirmed a 
plan of reorganization providing for the liquidation of the debtor. 
The ·highest. bidder. for all of the debtors' assets was the Small' Busi­
ness Administration, which bid the approximate amount of the bal-

• In the Matter oj Cal-WeBt Aviation, Inc. '(N.D. Calif., No. 62708). 
3111 the Matter oj Flora Sun Corporation (S.D. Fla., No. 55-62-Bk). 
4In the Matter oj Pickman Trust Deed Corporation (N.D. Calif., No. 57469). 
• See the discussion of this cnse In the 27th Annual Report, pp. 132-3. 
• 298 Fed. 314 (S.D. N.Y., 1923). 
'In the Matter oj U.S. Duro(IJ Corp. 01 Colorado (D. Colo., No. 228911). 

672175-63-8 
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ance of its first mortgage oil the debtor's assets. The Court adopted 
the COll,lmission's position that the costs of the Chapter X administra­
tion should be paid out of the mortgaged assets, and the Court of 
Appeals denied the petition of the SBA for leave to appeal.s 

. TRUSTEE'S INVESTIGATION 
.' . 

A complete accounting for the stewardship of corporate, affairs 
by the old management is a requisite under Chapter X. One of the 
primary duties ,of the trustee is to make a thorough study of the 

, debtor to assure, the discovery and collection of all assets of the 
estate, including claims ag'ainst officers, directors, or controlling 
persons who may have mismanaged the debtor's affairs. The staff 
of the Commission 'often aids the trustee in his investigation . 

. ' . In Temas Portland Oement Oompany,9 a comprehensive investiga­
tion by: the trustees, assisted by the C~)lnmission's staff, led to a reduc­
tion'inthe debtor's total indebtedness from approximately $5,200,000 
to about $3,150,000, and almost 215,000 shares of capital stock were 
cancelled or· surrendered. The plan of reorganization, confirmed by 
the Court, provided for the subordination of the stock claims of cer­
tain of the debtor~s, directors who had not settled with the trustee. 
In confirming the plan, the Court found th~t these directors had been 
'negligent "to the degree.th~t it constitutes a breach of their fiduciary 
duty in the management of .the corporate affairs." 10 

In Shawano Development Oorporation,ll as the result of an investi­
, gation in which the staff of the Commission is participating, the 
, trus~ee has filed a plenary action in the United States District Court 
in'Jacksonville, Florida, against twenty-two named defendants, seek­
ing compensatory damages in the amount of approximately 
$3,000,000.12 . In DePaul Educational Aid Society,13 as previously 
reported,14 both the Commission and the trustee urged that DePaul 
University's first mortgage elaim should be subordinated to that of 
the public bondholders. ' A settlement was effected ,whereby DePaul 

. University agreed to reduce its claim by 45%. 

ADVISORY REPORTS ON PLANS OF REORGANIZATION 

: During the fiscal year, the Commission issued two advisory reports 
and one supplemental advisory report. Generally speaking, an advis-

8 (C.A. 10, No. 6949). 
• In the Matter of TeIlIaB Portland Oement Oompany (E.D., Tex., No. 1606). 
1·205 F. Supp. 159, 162. ' 
11 In the Matter of Shawano Development Oorporation '(D.C. Wyo., No. 3163). 
lJl Roynder8 v. Foremo8t Dairies, Inc., et al. (S.D. Fla., No. 4892 Clv.-J). ' 
13In the Matter of DePaul Educational Aid Society (N.D. In., No. 51l B 41). 
" 27th Annual Report, p. 133. ' 



TWENTY-EIGHTH ANNUAL REPORT 99 

ory report is prepared only in a case involving a "substantial public 
investor interest and presenting significant problems. On occasion, 
because of the exigencies of time or for' other reasons, no written 
report is filed but, instead, Commission counsel is authorized to make 
an or~l or written presentation detailing the Commission's views. 

In Windermere Hotel 00./5 the Commission filed an advisory 
report on amended plans for the reorganization of the debtor, which 
owned and operated the 'Windermere Hotel in Chicago. The trustee's 
plan, as amended, which was sponsored by a bondholder, gave'the 
bondholders the alternative of receiving $70 in cash per $100 princi­
pal amount of bonds, or 5% 20-year. subordinated debentures and 
new common stock in exchange for the outstanding, bonds. The' 
other plan, proposed by two bondholders named Shlensky, afforded 
the bondholders the option of receiving either $70 in cash or $20 ill 
cash plus $50 principal amount of new 5% 15-year first mortgage 
bonds of the reorganized company for each $100 principal amount of 
bonds then held. The Shlenskys' would' receive all of the common 
stock of the reorganized company. Neither plan accorded the'stock­
holders any participation. ' , ' , , 

Tho Commission concluded that both plans wei·o fair; equitable and 
feasible in their provision for cash payment to the',bondholders, but, 
that tho alternative proposals were not feasible, siilCe no ceiling w~s 
placed upon the proposed debt of the reorganized company and be­
cause of the' failure of the proposals to provide adequately for the 
payment of costs of administration and to inciude an undertaking by , 
the respective sponsors to make the cash payment to bondholders. 
The proposal in tho' trustee's plan to issue securities was found in th~ , 
advisory report to be unfair since it failed to classify' separately the 
bondholders, other than: the' plan' sponsor, for purposes of voting 0 

thereon ;" to indicate clearly the manner of selecting directors; to estab­
lish a proper voting procedure; and to provide- proper safeguards in 
the provisions of the, proposed indenture pursuant to which the- new 
debentures would be issued. The proposal to issue securities under 
tho Shlensky plan was found to be unfair because of its failuro to 
indicate the terms of the new first mortgage indenture and to limit 
the amount of debt securities of the reorganized company. 

Tho Shlensky plan, as ameilded, also proposed, a public auction of 
the debtor's stock and guaranteed a bid which would give the bond­
holders $70 per $100 principal amount of bonds. -Tho trustee's plan 
was amended to prpvido for a pUblic'auction of the debtor's ass~ts at " 
a minimum upset price of $2,285,000. In its Supplemental Advisory_ 
Report tho Commission recommended that -the prospective bidders 

, , ' 

" In the Matter oJ Windermere Hotel 00. (N.D. Ill.; No. 60 B 8818):' " 
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should be permitted to designate their preference as between a bid for 
the, debtor's assets directly or for appropriate new securities of a re­
orgl}nized company, so that effective competitive conditions could be 
maintained. 

The Court approved the Referee's recommendation that only the 
trustee's plan be approved. The Shlenskys filed a notice 'of appeal, 
but dismissed,their appeal when the' Court of Appeals required them 
to 'Post. a $2,000,000 bond. At the public auction sale the plan sponsor 
acquired ~he debtor's assets with a bid of $2,285,000. 

,In Texas Portla;n,d Oement Oompany/6 the Commission filed an ad­
visory report, recommending apprpval of a plan based upon the offer 
of Alpha Portland Cement Company to purchase all of the debtor's 
fixed assets and good-will for $4,250,000, to be paid partly in cash, and 
the balance in debentures of Alpha and by the' assumption of a large 
claim allowed against the debtor. After payment of creditors' claims 
in full by cash and Alpha debentures, the remaining assets were to be 
distributed to stockholders, other than those whose stock was to be 
subordinatedY' The plan was confirmed by the Court. 

In TMT Trailer Ferry Inc.,lB two plans for the reorganization of· 
the debtor, were found worthy of consideration by the Court, and sub­
mitted to the Commission for its examination and report. One plan 
provided for the internal reorganization of the debtor, vesting owner­
ship and control in the unsecured creditors, the other for the sale of 
the debtor's assets for cash. Neither plan accorded participation to 
stockholders, since the debtor was said to be insolvent. 

The Commission advised by letter that both plans were objection­
able. In a memorandum, it was' pointed out, inter alia, that the 
evidence on valuation was not adequate to justify the exclusion of 
stockholders, particularly since both plans allowed some $2,000,000 
of seriously contested claims. The Commission also objected to the 
provisions in the internal plan which would permit the trustee to 
become the president of the reorganized company. 

ACTIVITIES WITH REGARD TO AlLOWANCES 

Every reorganization case ultimately presents' the difficult prob­
lem of determining the allowance of compensation to be paid out of 
the debtor's estate to the various parties for services rendered and 
for expenses incurred in the proceeding. The Commission, which 
under Section 242 of the Bankruptcy Act may not receive ap.y allow­
ance from the estate for the services it renders, has sought ,to assist 

, • • 1 -,--.;.---
1. In tlu/ Matter of Te:cas Portland Cement Company (E.D. Texas, No. 1606). 
17 See the discussion of the subordination point at p. 98, supra. 
1JJ In the Matter of TMT Trai~er !errll,lno. (S.D. Fla., .No. 3659-M-Bk. 
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the courts in protecting debtors' estates from excessive charges and 
at the same time in equitably allocating compensation on the basis of 
the claimants' contributions to the administration of estates and the 
formulation of plans. A summary of interesting developments fol-
lows: ' 

In 111 ason 111 ortgage <:& Investment Oorp.,19 the trustee and his attor-
'ney filed applications for interim fees calculated on the basis of a 
percentage of their estimate of the value of their services for the total 
time devoted to'the debtor's affairs. The Court held that it was im­
possible to determine what the value of any services rendered might 
be until the proceeding had been completed, and that any interim 
award based' upon a percentage of a hypothetical amount assumed 
by an applicant to be the reasonable or full value of the services ren­
dered to date would be improper. 

In the Ohamber of 001nmerce of the Oity of Newark,20 a'proceeding 
in which the Commission was not participating, the Commission was 
granted permission to file a memorandum and present oral argument, 
amicus curiae, to oppose the petition of a firm of attorneys for the 
debtor which sought the Court's approval of a prior transfer of the 
debtor's bonds by a partner of the firm, as well as to oppose the firm's 
petition for allowance for legal services. During the Chapter X pro­
ceeding, the partner, who was co-executor of his father's will, and a 
beneficiary under the will, had sold $2,000 of the debtor's bonds 
which his father had owned. The Commission urged, alid the Court 
agreed, that such sale was an absolute bar to compensation under 
Section 249. ' 

In Selected Investments Oorporation,21 an attorney who had repre­
sent.ed the debtor in the Chapter X proceeding and the debtor's two 
principal officers in a pending action by the trustees against them for 
'an accounting, 22 requested an allowance of $35,000. The District 
Court, in acc~rdance with the Commission's recommendations, denied 
the request on the grounds that the attorney's services were not of 
benefit to the estate, and that he had represented conflicting interests. 
After obtaining leave to appeal, 23 the attorney later moved to dismiss 
his appeal, stating that he had accepted a $4,000 settlement from the 
reorganized debtor. ' The Commission objected to the settlement on 

, '9In the Matter Of Mason Mortgage & Investment Oorp., et al. (D.C. DC., NOB. 98-60 
through 101-60). . . 

lOIn the Matter of Ohamber of Oommerce of the Oity of Newark, New Jersey (D.C. N.J. 
No. B-73-60). , 

., In the Matter of Selected Investments Oorporation (W.D. Okla., No. 10680) . 

.. The trustee eventually recovered a judgment In excess of $12,000,000. In addition, 
one of the clients was convicted of a violation of Section 17 of the Securities Act of 1933. 
~ee Burns v. U.S., 286 F. 2d 102 (C.A. 10, 1960). 

'¥JB. H. Oarey v. Selected Investment Oorporation (C.A. 10, No. 6804). 
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the ground that all compensation was subject to approval by the 
reorganization court. Upon remand, the District Court again decided 
that no compensation should be paid. The attorney's appeal from 
such action was pending at the close of the fiscal year. 

In Inland Gas Om'poration,24 the Commission objected to the 
applicatibn by a member of a committee for reimbursement of advances 
to the committee attorney, because the committee member had traded 
in the securities of one of. the debtors in reorganization. The Com-
mission argued that in Chapter X. a committee and.its attorney each 
had autonomous standing to apply for compensation for services rend­
ered and for reimbursement of expenses incidental to such services, 
and that in seeking recovery from the estate for advances to his 
attorney, the committee member was requesting in effect to be sub­
rogated to the attorney's rights. The Commission further argued that 
subrogation, as an equitable remedy, should not be permitted in this 
case in view of the substantial trading by the committee member. The 
District Court agreed and the Court of Appeals affirmed, stating that 
"we do not think the District Judge erred in enforcing the public 
policy inherent in the pro,iisions of Section 249 of the Act" and ill 
refusing to permit subrogation. 25 , 

Appellant also argued that the Commission was estopped from 
reversing its own prior recommedation that reimbursement be allowed. 
The Court of Appeals held that the doctrine of equitable estoppel was 
not applicable to the Commission's correction of a mistake of law and 

, that in any event the Commission's prior views were not binding upon 
the district judge. The Court also noted the statement of the Commis­
sion that it "necessarily acts in the light of its continuing experience 
and that it would be remiss in its duties if ... it failed to advise the 

,District Court of what it believes to be the correct view of the facts and 
law ... " because ,at an earlier stage in the proceeding "it may have 
expressed a different view." 

INTERVENTION ~N CHAPTER XI PROCEEDINGS 

"Chapter XI of the Bankruptcy Act provides a procedure by which 
debtors can effect arrangements with respect to their unsecured debts 
under court ,sup'ervision'.Where a proceeding is brought under that 

,chapter but the facts indicate that it should have been brought under 
'Chapter X, Section 328 of Chapter XI authorizes the Commission to 
make application to the court to dismiss the Chapter XI proceeding 
unless the debtor's petition is amended to comply with the requirements 
of, Chapter ~, or a creditors' petition ,under Chapter X is filed. 

lI& In the Matter o! Inland Gas Corpomtion, et'al. (D. Ky., No. 989-B). 
l!I5 Green Commtttee v. Williamson, 309 F. 2d 176 (C.A. 6,1962). 
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Davega Stores Oorporation filed a" petition for· ail arrangement: 
under 'Chapter XI of the . Bankruptcy Act in February 1962.26 This 
company is engaged in the sale of sporting goods, photographic equip­
ment and electrical appliances through a chain of 25 retail stores in 
the New York City area and Concessions in discount centers in two 
other' states. Davega's convertible debentures and its preferred and 
common stocks' are publicly held and listed on the American Stock 
Exchange. The debtor had suffered substantk'tl operating losses and 
had undergone several changes in management since 1959, and several 
attempts had been made to effect a merger or othet; financial arrange-! 
ments with outside interests. In March 1962, the' Commission. filed 
a motion under Section 328 to dismiss the Chapter XI petition, and 
after lengthy hearings the motion was granted by the Court. There~ 
after, the indenture trustee for the convertible debentures filed an in-­
voluntary Chapter X petition, the Chapter X petition was approved, 
and a disinterested trustee was appointed:' . 

In Oal-West Aviation, Inc.,27 the debtor, which owns and operates 
an airport and associated facilities in San Mateo COIDlty, California, 
filed a petition for an arrangement under Chapter XI. The Com­
mission moved to dismiss the petition, urging that a thorough reorga­
nization and an independent investigation into the acts of former 
management were necessary and that Chapter XI did not provide 
adequate means for such a reorganization or proper safeguards for 
the interests of the debtor's 2,300 public investors. The debtor's 
amended Chapter X petition was thereafter approved by the Court. 

Los Angeles Trust Deed & Mortgage Exchange 28 was in the busi­
ness of purchasing second trust deed notes which it sold to investors 
in the form of "investment contracts." It was the subject of an 
injunctive action brought by the Commission and a receiver was 
appointed. An involuntary petition in bankruptcy was filed in 
November 1960, an order of adjudication was entered in December 
1960, and thereafter the debtor filed a Chapter XI petition. At the 
time the petition was filed, approximately $40,000,000 had been 
invested by some 10,000 investors in second deeds of trust. All the 
stock of the debtor was held by former officers. 

In November 1961, the Commission filed a motion pursuant to 
Section 328, stressing the need for an independent investigation in 
order to protect the public investors and the fact that Chapter XI 
made no provision for such investigation. The District Court denied 

"'In the Matter o! Davega Stores Corporation (S.D. N.Y., No. 62 B 147). 
m In the matter o! Cal-West Aviation Inc. (N.D. Calif., No. 62708). 
28 In the Matter o! Los Angeles Trust Deed cE Mortgage EiDchange (S.D, Calif" No. 118. 

178-Y). '. 
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the motion, !J.Ild the Commission appealed. While the appeal was 
pendjng, the,.Chapter XI proceeding was dismissed and the bank- . 
ruptcy proceeding was reinstated, thus rendering the appeal moot. ' 

PUBLICATION OF BAR DATES 

Substantial sums could ·be lost by public investors who fail to' 
e:s;change outstanding securities of corporations which have been 
reorganized in recent years for new securities or cash: distributable 
pursuant to the plans for reorganization of such corporations. To 
facilitate these exchanges,. the Commission has· published a-list. of. 
securities of 125 corporations which have been reorganized, informing 
the public as to the cut-off .or "bar' date'~ after which the right to 
exchange such securities for cash or new securities will be lost.29 

"" "Securities Required To Be Exchanged For Cash Or New Securities," Corporate Re­
organization Releases Nos. 163; 164, 172 (1962). 



·PART vm 
. ADMINISTRATION OF THE TRUST INDENTURE ACT 01.<' 

1939 

The Trust Indenture Act of 1939 requires that bonds, notes, 
debentures and similar securities publicly offered for sale, except as 
specifically 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 Act requires that indentures to be qualified 
include specified provisions which provide means by which the rights 
of holders of securities issued under such indentures may be protected 
and enforced. These provisions relate to designated standards of 
eligibility and qualification of the corporate trustee to provide rea­
sonable financial responsibility and to minimize conflicting interests. 
The Act outlaws exculpatory provisions formerly used to eliminate 
all liability of the indenture trustee and imposes on the trustee, after 
default, the duty to use the same degree of care and skill "in the exer­
cise of the rights and powers invested in it by the indenture" as a 
prudent man would use in the conduct of his own affairs. 

The provisions of the Trust Indenture Act are closely integrated 
with the requirements of the Securities Act. Registration pursuant 
to the Securities Act of securities to be issued under a trust indenture 
subject to the Trust Indenture Act is not permitted to become effective 
unless the indenture conforms to the requirements of the latter Act, 
and necessary information as to the trustee and the indenture must 
be contained in the registration statement. In the case of securities 
issued in exchange for other securities of the same issuer and securi­
ties issued under a plan approved by a court or other proper authority 
which, although exempted from the registration requirements of the 
Securities Act, are not exempted from the requirements of the Trust 
Indenture Act, the obligor must file an application for the quali­
fication of the indenture, including a statement of the required 
information concerning the eligibility and qualification of the 
trustee. 

105 
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Indentures {iled under tne Trust Indenture Act of 1989 during tne fiscaZ year 
ended June 30, 1962 

Number Aggregate 
filed amount 

Indentures pending June 30, 196L ________ :_~ ________ c __________________________ _ 
Indentures filed during fiscal year _____________ . _________________ ~ _______________ _ 48 $747,156,660 

258 4, 125,277,611 
TotaL_- __________________________________________________________________ _ 

306 4, 872, 434, 261 

DIs~~~~~~~~~~-:~~~------------------------------------- _____________ _ Indentures deleted by amendment or withdrawn ___________________________ _ 
Indentures pending June 30,1962 ___________________________________________ _ 

232 4,264,793,741 
20 160,847,800 
64 446, 792, 720 

TotaL ____________________________________________________________________ _ 
306 .4,872,434,261 



PART IX 

ADMINISTRATION OF THE INVESTMENT COMPANY ACT 
OF 1940 

, 'Companies primarily engaged ill the business of investing, rein­
vesting, owning, holding, or trading in securities are subject to 
registration and regulation under the Investment Company Act of 
1940. This Act, among other things, prohibits such companies from 
changing the nature of their business or their investment policies 
without the approval of their stockholders, requires disclosure of 
their finances and investment policies, regulates t4e means of custody 
of the companies' assets, requires management contracts to be sub­
mitted to security holders for their approval, prohibits underwriters, 
investment bankers, and brokers from constituting more than a 
minority of the directors of such companies, and prohibits transac­
tions between such companies and their officers, directors, and affili­
ates except with the approval of the COII)IDission. The A,ct also 
regulates the issuance' of senior securities and requires face-amount 
certificate companies to maintain reserve's adequate to meet maturity 
payments upon their certificates. 
, The securities of investment companies which are offered to the 

public are also required to be registered under the Securities Act of 
1933 and the companies must file periodic reports. Such companies 
are also subject to the Commission's proxy rules and closed-end com­
panies, :;tore subject to "insider" trading rules. The Division of Cor­
poration Finance and the Division of Corporate Regulation both 
assi'st the Commission in the administration of the statute, the former 
being concerned with the disclosure provisions and the latter with 
regulatory proVIsIOns. 

COMPANIES REGISTERED, UNDER mE ACT 

As of JUlie 30, 1962, there were 727 investment companies regis­
tered under the Act, including 78 small business investment COffi-, 

panies, and the estimated aggregate market value of their assets on 
that date was approximately $27.3 billion. These figures represent an 
overall increase of 64 registered companies, but a decrease of roughly 
$t7 'billion in the market value of assets compared with the corre­
sponding totals at June 30, 1961.1 The total registered companies by 
classification are as follows: ' 

'1 The, decrease In asset values as of' June 30. 1962 was due primarily to the May 1962 
market decline. " 
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~anagement open-end __________________________________________________ 340 
~anagement closed-end _________________________________________________ 228 
Unit invesnnent trust ___________________________________________ ~ ______ 149 
Face-amount certificate ____________________ ~____________________________ 10 

Total ____ :._.:. __________ ..: __ ,_.:. _____ ' _______________ :.. ___ ~_~ __ :....: _______ ..:.:. ' :727 

During the fiscal year, 97 new companies, including 37 small busi­
n~ss i~vestment -,companies, ,registered under' the' Act while, the 
registrations of 33 companies were terminated. The breakdown of 
these co~panies by classification is as follows: 

:' . ~ I 

Registered 
during the 
fiscal year 

Registration 
termiuated, 
during the 
fiscal year 

Management open-end ________ '______________________________________________ 22 13 
Management closed-eud ______________ , ____ _____ ______ ____ __ __ __ __ __ _____ __ _ _ 62 19 
Unit investment trusL______________________________________________________ 13 0 
Face-amount certificate ________ ___ __ __ __ __ ______ _ ________ ______ __ __ ____ _____ _ 0 1 

TotaL ____________ ~ _____ ':, _____________________________________________ 1-----'9-7-1---'-, --3-3 

, 
GROWTH OF INVESTMENT COMPANY ASSETS 

, ~rhe"foll~wing table illustrates the striking growth of investment 
company as~ets dUl;ing ,the p~~~ 22 years, particularly in recent years: 

, , 

Num,ber of investment companies registered under the Investment Company Act 
and the ostimated. aoot'ooate assots at the end. of eaoh fi,soal yoar. 1941 thro'uuh 
1962 

Fiscal year ended JuDe 30 
Registered 

at beginning 
of year 

Number of companies 

Registered 
during 

year 

Registration 
terminated 
during year 

Registered 
at end of 

year 

Estimated 
aggregate 

market value 
of assets at 
end of year 

(in millions) I 

194L ______ , ____ ~ ______ :_~________ 0 '450 14 436 $2,500 

t~!L:::::::::::~::::~:,::::::::: :~¥ U ~~' ~ , ~:~g: 
1944_____________________________ 390 8 27 371 2,200 
1945_____________________________ 371 14 19 366 3,250 
1946 _____________________________ ' 366 13 18 361 3,750 
1947_____________________________ 361 12 21 352 3,600 
1948_____________________________ 352 18 11 359 3,825 
1949_____________________________ 359 12 13 358 3,700 
19-'0_____________________________ 358 26 18 366 4,700 
1951- ___________ ,, _____ , ______ ,__ 366 12 10 368 5,600 
1952 ______________________ ,______ 368 13 14 367 6,800 
1953 __ ', ________________ , __ ,_______ 367 17 15 369 7,000 
1954 __________________ ,___________ 369 20

37 
5 ,384

387 
8,700. 

1955 __________ : ________ :_________ 384 34 12,000 
1956_____________________________ 387 46 34 399 14,000 
1957 __ :':________________________ 399 49 16 '432 15,000 
1958_____________________________ 432 42 21 453 17,000 
1959 ____ , ____________________ ~_·__ 453 70 ,11 512 '20,000' 
1960 __________________ ,___________ 512 67 9 570 23,500 
1961- ____ -'_______________________ 570 '118 25 663 29,000 
1962_____________________________ 663 97 33 727 ,27.300 

-------I--------I~-------I-~----I~--~-TotaL __________________________________ _ 1,172 445,. ___ , ________ , ____ : ____________ , 

1 The increase,in aggregate assets reflects the sale of new securities as well as capital appreciation., BY' 
way of illustration, the Investment Company Institute reported that during the fiscal year ended June 30. 
1962, Its open-end investment company members, numbering 172 and representing the bnlk of the industry' 
had net sales of their securities amounting to $2,1 billion, 
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INSP:ECfION PROGRAM, . 
, ' , , 

. In 1957 the Commission initiated a program for the periodic inspec­
tion of investment companies pursuant to the statutory authority con-
'ferred under'S'ection 31'(b) of the Investment Company Act. ' " 

Under' this program, 52 companies were inspected in fiscal 1962 
in comparison with a total of 113 inspections in all,prior years. Whi~e 
the primary responsibility for making the inspections in fiscal year 
1962 rested on the field offices, teams consisting of attorneys ,and 
analysts from the Division of Corporate Regulation, as in pre~io1is 
years, assisted.,the .respective. field offices in a nUJl?ber of instances. 
It is expected that ill the fiscal ye~r 1963 most of the In~pections will 
be made exchisively by personnel of the field offices, which have 

'become increasingly familiar with the regulatory provisions applicable 
. to investment companies. . , 

In recognition of· the importance of the inspection program, a new 
branch has been created in the Division of Corporate Regulation 
charged with the responsibility of' planning and supervising the 
,prograin, and 'reviewing the reports initially prepared by the field 
offices~" ; 

A'majority of the. inspections made during:the fiscal year brought 
to light violations of the 'Investment Company Act of 1940, as well 
as violations of other statutes administered, by the Commission. 'VVhile 
many of the violations uncovered have been of a minor nature which, 

,when called to the attention of the investment company, its under­
writer, or adviser, have been corrected by amending the 'company's 
prospectus, filing additional documents or changing the company's 
operations to comply' with the law, serious violations have also been 
disclosed. ,Instances were discovered in which the investment ad­
visory contract was riot renewed in' accordance with the provisions of 
'Section 15 of the Investment Company' Act with the consequence that 
the investment adviser received money under a void contract. In one 
such' situ'ation" the inspeCtion and investigation which :followed 
resulted in ,an investment adviser returning' a total of· $250,000 ' in 
. settlement , of claims by two investment 'companies which had been 
making payments to the investment adviser ,under an ,invalid, con­
tract. In another instance, the inspection and investigation- which 
·followed resulted in the . resignation, of the irivesti;nent' company's 
officers and directors!tnd the installation of.a·completely new interim 
management. . : ' , , .. ,. ',. 

In:another SItuation, the inspection program uncovered such serious 
violations of the Act that the Commission instituted an injunction 
action, alleging, among other things, gross abuse of trust on the part 
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of the officers and directors of that company.2 In addition, possible 
serious violations of Section 17 of the ,Act and possible gross abuse 
of trust have been unc~vered in at ieast 'two -inspections in, which; it 
was found that officers and dire,ctors had been causing the company 
with which they were aSsociated to enter into. transactions wltich 
benefitted such officers and directors or other affiliated persons. 'At 
the end of the fiscal year one of these cases was under acti~e investi­
ga~ion and the other was being ,conside!ed for pos~ible injunctive 
actIOn. 

, 'STUDY OF SIZE OF INVESTMENT COMPANIES 

Pursuant to Section 14 (b) of the Act, the Commission engaged the 
Securities Research Unit of the Wharton School of Finance and Com­
merce of the University of Pennsylvania to conduct a fact-finding 
study of the problems created by the growth in size of open-end invest-
ment companies. . ' 

Data for the study were obtained by means of two c'omprehensive 
questionnaires. The first was mailed in December·1958 to all active 
registered open-end investment companies with gross assets of over 
$1 million. It covered the 5'%,-year period from December 31,1952 to 
September' 30, 1958, and analyzed the growth, organization and 
control, investment' policy, and performance of open-end investment 
companies; their impact on securities markets; and the extent of their 
control of portfolio companies. In 1960 the study was enlarged to in­
clude various aspects of the 'organizational, operating, and financial 
relationships existing among the open-end investment companies and 
their investment advisers and principal underwriters. This further 
area of study was surveyed by means of a second questionnaire, cover­
ing the year 1960, which was mailed in December 1960 to registered 
open-end investment companies and their investment advisers and 
principal underwriters. 

Shortly after the 'close of fiscal year 1962, the Wharton School sub­
mitted its report to the Commission entitled "A Study of Mutual 
Funds." The report was in turn transmitted to the Committee on 
Interstate and Foreign Commerce, House of Representatives.s The 

. , ----
" S.E.G. v. Midwest Technical Development Gorp., D.C. Minn." No. 4.:...62 Clv. 142. This 

ca'se Is discussed In Part XI. infra, under ~'Civll Litigation.'; 
• See Investment Company Act Release No. 3530 (August 24. '1962). The release con­

tains copies of the letters of transmittal from the Wharton School to the Commission and 
from the Chairman of the Commission to the Chairman of the House Committee on Inter­
state and Foreign Commerce. The study consists of approximately 600 'pages. and copies 
may be purchased from the Superintendent of Documents, 'Washington 25. D.C., at $1.110 
each. 
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study concludes that there is little evidence that size per se- of indi­
viduaUunds or companies is a problem at the present time, and that 
the more importan't current problems in the mutual fund industry ap­
pear to be those which involve potential conflicts of interest between 
fund management and shareholders, the possible absence of arm's­
length bargaining between fund management and investment advisers, 
and the impact of fund growth and stock purchases on stock prices. 
It found these problems to be unrelated to company size, except to the 
extent that questions arise concerning the allocation between fund 
shareholders and investment advisers of the' beriefits resulting from 
large-scale operatlons. " " , , ' 

The study' 'foUnd that'the rates of turnover of portfolio securities 
were inversely related to size of fund~ with the smallest funds gen­
erally h!\,virig ,the highest t~rnover rates throughout'the perio'd studied 
and the largest funds the lowest turnover rates. It also found that, 
on the average, the performance of the funds did not differ appreciably 
from what would have been achieved by an unman!1ged portfolio con­
sisting of the same proportions of common' stoCks, preferred stocks, 
corporate bonds, government securities, and other assets as the com­
posite portfolios of the funds. About half of the funds performed 
better,- and half worse, than such ari umrianaged portfolio. With re­
spect to the investment policies of mutual funds, the study found that 
approximately 7:5 percent of the total net assets of the funds was held 
in United States common stocks, and that, at D~cember 31, 1961 such 
com~on stockholdings were' equal to approximately 41f2 percent of 
the value of all stocks listed on the New York Stock Exchange. 

With respect to portfolio company control, the study states that, 
despite the growth' of large holdings of mutual funds, outright con­
trol of portfolio companies by the funds is a rarity, and is confined 
mainly to -small portfolio companies. It also concludes that the 
gro~th in the funds' net purchases of common stock which accom-' 
panied the great extension of the mutul}l fund industry has probably 
contributed significantly to the increase of stock prices over the past 
decade. The study stated that there is some but not strong evidence 
that net purchases by mutual funds significantly affect the month-to­
month movements in the 'stock market as a whole; and that there is 
stronger evidence that fund net purchases significantly affect the daily 
movements in the stock market, with the statistical data suggesting that 
this latter effect may be fairly substantial. 

, In commenting upon the typical management structure of the indus­
try under"which a significant part of the, funds' activities' are per­
formed by affiliated organizations such as advisers, underwriters and 
brokers, who control or are represented on the boards of directors of 
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the funds, the study d:r,:aws attenti<;>n to the,poter;ttial,for divided loyal­
ties arising from these arrangements. It also coinments upon the role 
of, and in general questions'the effectiveness of, the "unaffiliated" 
directors ofthe typical fund: ' ' 

The,study raises questions as to the relationship or lack of relation- ' 
ship between the growth, size and performance of f~nds and sales com­
missions and other sales incentives, and it questiqns whether the 
apparent'llistorical emphasis upon constantly incre~sing fund ass~tsby 
intensive sales ,efforts has always been in the interes't of fund investors.' 
It als,o 4ra:ws .a~tenti~~:£,o ,the relationship or lack ~fi't between g~0'Yth, 
size and performance of funds, on the one hand, and, on the other, 
hand, advisory fees and costs of operation ~f th~ ,fmid's and of the 'ad-' 
visers, in~luding fees ,cha~ged hyadvisers ~o other clients. It states 
that, for comparable asset levels, advisory' fe~ ra,1;es charged mutual 
funds tend to be 'substantially hi'gher than those chargeq by the sawe 
advisers to the aggregate of their, clients other 'than investment com-,: 
panies. The study foun<;l that the expenses, involved in advising 
mutual funds were less than those incurred in advising other clients .. 

In the letter' of transmittal to the· Chairman Of the House Committee' 
o~ Interstate and Foreign ComIT).erce, the Chairm'~n of. the Commis­
sion 'pqinted out that many of'the practices <;>f which the Wharton 
Scho,ol appears ci-itical·may be attributable to im industry structure 
which is clearly contemplated by' the Investment Company Act, of 
1940, but that maiiy 'of the comments in the study implicitly raise 
questions of broad policy whether some of the practices and patterns 
which originated in an earlier time and under different conditions 
and which have become conventiona1 within the broad tolerances of 
the' Act should be ;econsidered. Accordingly,' the . Commission , has, ' 
dir~cted its staff to u'ndertake a detailed analysis of the Whal:ton' 
School study, and o~ the basis of such analysis, together with ~onsider­
ation , of 'material being developed in related Commission studies 
now in progress, to make such recommendations to the Commission 
regarding the provisions of the Investment Company Act and the 
rules, and regulati<;>ns ,thereunder as may seem appropriate. The 
Commission will then be in a position to determine and formulate 
such legislative, rule' and enforcement proposals, if anY,.,as may be 
desirable and thereafter to report to the Congress. 

CURRENT INFORMATION 

'Fhe 'Commission's rules promulgated under the Act require that 
the basic information contained in notifications of registration and in l 
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registration statements of investment companies be kept 'current, 
through periodic and other reports, except in cases of certain inactive 
unit trusts and face-amomit companies. The following reports and 
documents were filed during the 1962 fiscal year: 
Annual reports_~____________________________________________________ 458 
Quarterly reports____________________________________________________ 262 
Periodic reports to stockholders (containing financial statements) ______ 1, 391 
Copies of sales Uterature ____________________ -: _______________________ 2,477 

The foregoing statistics do not reflect the numerous filings of 
revised prospectuses by open-end mutual funds and unit investment 
trusts making a continuous offering of their securities. These pro­
spectuses, which must be checked for compliance with the Act, are 
required to show material changes which have.occurred in the opera­
tions of the companies since the last effective date of the prospectuses 
on file. In this respect registration statements under the Securities 
Act of 1933 covering securities of such companies are essentially 
different from registration statements relatrng to the usual type of 
corporate securities. 

APPLICATIONS AND PROCEEDINGS 

Under Section 6(c), the Commission, by rules and regulations, 
upon its own motion or by order upon application, may exempt any 
person, security, or transaction from any provision of the Act if 
and to the extent that such exemption is necessary or appropriate 
in the public interest and consistent with the protection of inves­
tors and the purposes fairly intended by the policy and provisions 
of the Act. Other Sections, such as 6 (d), 9 (b), 10 (f), 17 (b), and 
23 (c), contain specific provisions and' standards pursuant to which 
the Commission may grant exemptions from particular sections of 
the Act or may approve certain types of transactions. Also, under 
certain provisions of Sections 2, 3, and 8 the Commission may deter­
mine the status of persons and' companies under the Act. One of the 
principal activities of the Commission in its regulations of invest­
ment companies is the consideration of applications for orders under 
the sections referred to. 

During the fiscal year, there were 221 applications under various 
sections of the Investment Company Act before the Commission. 
The sections of the Act with which these applications were concerned 
and their disposition are shown in the following table: 
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Applications, filed; with and acted upon 'by the Oommission under the ItI1I7estmenl 
00mpany Act of 191,.0 durinu. the fiscal year ended June 30, 1962 . 

Pend· Plmd~ 
Sections . : Subject lovolved 'log .Flled. Closed . log 

I July I, June 
1961 30, 1962 

:.-.----1----------------1------------
2 ......... ".c,=... Definition of controlled persoIt ••• ~= .. , ...•..... ,.· ••. 0- 4 0 4 
3' and 6 •.•...••••• ' Status and exemptlon •••••••............ ~._ .•.••.. 16 5. 9 12 
7(d).~ ••.•.•.•..•• ' Registration offorelgu Investment'compaules •....•.. 2 1 1 2 
8(l').~~ ... _._ .... Termlnatlon ofregistrat!on •...•...•.•••..•.. _ •• _. ' 25· 35 33 ''0 
9, 10, 16... ....... Regulation of affiliations of directors, officers, em· 3 6 7 2 
.. " . 1 . . ployees, lovestment advisers, underwriters and i 

, , . ' . otbers. . . . . . 
12, 13" 14(a), 15 ••• : Reguiatlonoffunctions and activities orlovestm~nt, 6 13 n 8 

, companies.' , . . 
11, 25 ••••..••••••• Regulation ofsecurltyexcbange offers and reorgan!· 0 2 

zatlon matters. . 
17 .....•..• c .•••• c Regulation of transactions wltb affiliated persons ••• ' 22 50 42 30 
18, 19, 21, 22, 23 ••• Requirements as to capital structures, loans, distrt· . 6 18 19 5 

20, 30 ___ ~_'': ___ ' ___ butlons and redemptions, and related matters. 
1 Proxle.. and reports.~ ••••..•• '.: ••..........•••••.•• 2 1 2 

28._ •••••••••••••• Regulation of face-amount certificate companies •••. 2 2 2 2 

TotaL ••••••• ____ •• __ • ___ • __ • _. ____ • _________ _ 84 137 125 96 

- , 
Spme of, the more significant matters, in which applicatiens wer:e 

considered are summarized below: 
The Commission denied an application by Investors Diversified 

Services, Inc. ("IDS")4.·for' an exemption from Section 18(j) (1) of 
the ·Act which prohibits . the, issuance by a registered face· amount 
certificate company of nori-voting shares of stock. IDS has out­
st~nding some 879,000 shares of non-voting stock and 574,540 shares 
~f voting stock. and"in order to effect a 10·ror·one split of both classes 
of stock" an.~x~mption order, was required as to the non-voting stock. 

The Commission ,noted tl~at the holders of the voting stock, who 
o~ned only 39.'52%' of 'tlie propFietary interest in the company, 
possessed 100% of the votm'g power, thus creating an inequitable 
distribution of yoting power. Applicant contended that sinee the 
stock split would result in lowering, the market price of the stock, 
which 'ranged from $181 to$:no per. .share in 1961, it would create 
a brbader and more struble ~a'rket. However, the Commission noted 
that the split woul,d also potentially enla~ge the ~bsolute number of 
t;hareholders without voting rights, thereby furthering an inequitable 
distributIon of coittrol co~trary to the ~ims and. purposes of the Act. 

Commissioner Frear, in a .separate opinion,. concured in the denial 
of the application for the s~ock split because it carried no assurance 
'that the non-voting.:stock w~uId be eliminated to carry out the "basic 
• • • ,. '- t 

reforms of providing equal voting righ~s." . . 
In a dissenting oprnion,'Commlssioner"Whitney expressed the view 

that (1) the Act does not require the elimination of the non-voting 
stock of IDS which was outstanding on the effective date of the Act, 

'Investment Company Act Release No. 8474 (AprU 27, 1962). 
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and' (2)· the stock split would . only .be,a. technical. and :formalistic ' 
issuance of shares which would not have,any aggravating effect on the. 
existing distribution of .voting power~' He concludedthat,an.exemp­
tion ,was warranted· under the.: statutory: pattern· contemplating,,: 
exemptions where. the result .'w'ould, not' be inconsistent, ,with thi" 
policies and purposes 'of the Act and where the, adverse effect on ,th'~' ,I 

market" attributable to ,the existence of :a , relatively :sniall·supply"of' 
IDS, shares, coupled witha'\high -unit· 'price, woUld/be relieved: 

·On June 11,' 1962, pursuant to .the provision's of, Section 25 (b) of 
the Act,· the Commission invited ,interested, persons :to'submit their. 
views, with respect· to the fairness of a .plan of recapitalization pro.. , 
posed .by I IDS. under,.which each, share, of non-voting istock~:,would' 
become a share of voting stock.5 ,. ,As, ,of _the end .. of fiscal'1962 no 
definitive action had be_eI).,taken by the Commission-.:. ':' '" ' )' 

During the fiscal year applications were filed pursuant to Section 
2(a) (9) of the Act by shareholders of Fwndamentallnvestors, Inc., 
Investors Mutual, Inc., and Television-Electronics:Fwnd, 'Inc., regis­
tered open-end investment companies, alleging that certain directors 
who were represented to be unaffiliated with the respective invest­
ment advisers in fact had been and were now controlled by such 
investment advisers. Prior -to ordering a hearing on the factual 
questions raised by the applications, the Commission directed that 
the parties and other interested persons file briefs and reply briefs 
with respect to certain specified common legal issues raised by the 
applications.6 These issues relate to the Commission's jurisdiction, 
power and duty under Section 2(a) (9) to determine that a natural 
person, e.g., a director of a registered investment company, is con­
trolled, and if so, under what circumstances, for what purposes and 
with what effect. In addition the Commission requested that the 
briefs consider the effect on its jurisdiction, if any, ~f the pendency 
in courts of competent jurisdiction of suits allegedly involving the 
same issues and parties, and also whether an investment company 
shareholder is an "interested person" within the meaning of Section 
2(a) (9) so as to have standing to file applications under that Sec­
tion. Oral argument was held on these issues on June 14, 1962, and 
the matter was under advisement at the close of the fiscal year. 

After publication of the Commission's notice of the filing of the 
above applications, an application was filed by a shareholder of Axe­
Houghton Fund B, Inc., seeking a determination by the Commission 
pursuant to Section 2(a) (9) that certain directors of that investment 
company are controlled by other directors who also allegedly con-

G Investment Company Act Release No. 3485. 
e Investment Company Act Release No. 3468 (AprU 18. 1962). 
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trolled the investment company. Subsequent to the close of the fiscal 
year this application was dismissed by the Commission on the ground 
that it failed to state a basis for the requested determinations under 
Section 2(a) (9). Applicant thereafter filed a petition to review the 
Commission's action in the Court of Appeals for the Second Circuit. 
The petition was dismissed on October 5, 1962. 

The Commission's Annual Report for fiscal 1961 referred to an 
application filed by The Prudential Insurance 00. 01 America for 
exemption from the Act or, in the alternative, for exemption from 
certain provisions thereof, in connection with its proposed plan for 
the sale of variable annuity contracts.'; During fiscal year 1962 the 
hearing 'in this matter was completed, briefs were filed by the interested 
parties, and oral argument was had before the Commission. At the 
end of the fiscal year the matter was awaiting a decision by the Com­
mission. 

7 27th Annual Report. p. 1112. 



PART X 

ADMINISTRATION PF :mE INVESTMENT ADVISERS .ACT 
,OF 1940 

The Investment Advisers' Act of 1940 requires the registration of 
persons engaged for compensation in the business of advising others 
with respect to securities. Certain, advisers are exempt from the 
requirement of registration, including those who advise only invest­
ment' companies or insurance companies and those who, within the 
last 12 months, had fewer than 15 clients and who do not hold them­
selves out generally to the public as investment advisers. Further­
more, 'the registration requiremerits' do not apply to an adviser whose 
'investment advice is given only to persons resident in the state in 
which he'maintains his prinCipal place of business, as long as the 
advice does not concern securities listed 'on a national securities 
exchange or admitted to unlisted trading privileges on such an 
exchange. 

As discussed in the last Annual Report 1 Section 206 of the Act, 
which prohibits certain unlawful practices by investment advisers, 
was amended in September 1960 by the addition of. subsection (4). 
That subsection prohibits any investment adviser from engaging in 
fraudulent, deceptive or manipulative' acts or practices and gives the 
Commission. authority, by rules and. regulations,' to define and to 
prescribe means reasonably designed to prevent such acts and prac:' 
tices. In accordance with this provision the Commission during the 
fiscal year adopted Rule 206(4)-1, effective January 1, 1962,2 which 
'defines certain advertisements by investment advisers as fraudulent, 
deceptive or manipUlative. It also adopted Rule 206(4)-2, effective 
April 2, 1962,S which requires an investment adviser who has custody 
of funds or' securities of any client to segregate them, maintain them 
in the manner provided in the rule,: and' to comply with other condi-
tions specified in the rule. . , 

Investment advisers who also effect transactions as brokers 'and 
dealers must disClose any interest they may have in transactions 
effected for clients if. acting as an investment 'adviser with regard to 
su?h transactions. The' Act prohibits any investment adviser not 

1 27th Annual Report. p. 151l. 
• Investment Advisers Act Release No. 121. 
• Investment Advisers Act Release No. 123. 
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exempt from registration from basing his compensation upon a share 
of the capital gains or appreciation of his client's funds. The Act 
also makes it unlawful for any such investment adviser to enter into, 
extend or renew any investment advisory contract or to perform such 
contract if the contract provides .for compensation to the investment 
adviser on the basis of a share of capital gains or capital appreciation 
of the 'funds' or: any portion' of the' fund's 'of the client or' fails to 
provide that no assignment 6i ~uch'contract shall be made by the 
inv;estment _ advif)~r. ;w:ithout the c~msent .. of the other party to' the 
contract. .' ., . . : , ' I. " . , '. 

;P~ior to. the 1960 amendments, tpe Act did not require inv.estme~t 
: .advisers to' keep and pr~serve,bo()ks and records, nor :w~s the Co~mis­
~i.()n eIIlPo'!.eEe~ to inspect bopks. and re<x>rds: kept by invest.ment 
advisers. . Sect~on: 204 of. the Act, 11S amended, now ;requir\,!s., every 
invel3tment, adviser. who is. not exempt from registration to make, ~e~p 
and preserve s:uch book;s and. records as .may be prescribed .by the 
OOIIlIPissio~ ang ~po,wers. tlw Commission to. inspect such books and 
records ... In accordance with ,this provi~ion, the Commission adopted 
R:uIEl204-2, effective July 1, 1961,4 specifying .the books and records to 
be maintained by investment advisers. " 

Inspection procedures have been revised to obtain information 
.concerning compliance with the new rules. These rules are more 
.fully discussed in Part III of ,this report. . . , 
.' ,lflvestment 11dvisers who violate any of . the provisions of the Act 
are ,subject to, appropriate administrative, civil or criminal remedies. 
With ~e?pect to., administ!ativ~ relpedies, th~ Act provides, in Section 
293 (de), ,that. the Qomi:Iliss~on shall deny, revoke, or suspend for not 
more than 12, months,· the registration o{ an investment adviser if 
it finds that. such action is in the public interest and that. the invest­
ment adyiser or any. partner, officer, director· or controlling or con­
trolled ,person' Qf ·the investment adviser.is subject' to a specified 
disqualification.' .These 'disqualifications .include willful misstate­
ments in.,an. application, or ,report .filed. with the Commission, the 
existence of a conviction or injunction based on or related to specified 
types of misconduct, willful violation, of any provision of the Secu­
rities Act, Securities Exchange Act or Investment Advisers Act or any 
rule ox:.'regulation. thereunder, or aiding and abetting any other 
person's,violation of s~chlprpvisions, rules or regulations. 

At the close of. the fiscal year, 1836 investment advisers ,were regis­
tered with the. Commission. The follo,wing tabulation contains statis­
tics with respect to registrations and applications for registration 
during fiscal year 1962 : 

• Investment Advisers Act Release No. 114. 
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Inve8tment Adviser Registrations-1962 FiscaZ Year 

Effective registrations at close of preceding fiscal year __________________ 1,855 
Applications pending at close of preceding fiscal year ____________________ 24 
Applications filed during fiscal year____________________________________ 315 

. " Total __________________________ ~ ____ ~~ _________________________ 2,194 

Registrations cancelled or withdrawn during year______________________ 338 
Registrations denied or revoked during yea·r ___ ~ __ :._~_· ________ ..: __ ..:_:..:.._~__ 0 
Applications withdrawn during year __ ...,________________________________ 4 
Registrations effective at end of year _________ ~ ________________________ 1,836 
App1icatio~~ .;pending at end ·of year ___ :. ___ ..:.,..:. ___ .., ___________ ...: ________ , ' .: 16 

TotaL~ _____________________________________ ..:_ ___ _ _____ _ __ __ ___ 2, '194 

ADMINISTRATIVE PROCEEDINGS. 
, " " .... " 

During fiscal 1962, the Commission: instituted revocation proceed­
ings against six·registered investment'advisers and in another instance 
instituted proceedings to.determme. whether an application for regis-' 
tration should be / denied.· These proceedings; ,and four. revocation 
proceedings previously ins~ituted,. 'were pending at the close ,of ,the 
year. The proceedings instituted during the year. f' included:' the 
following:, . . .:; I .. ' '., .J f. .'. 

Oarroll;Tillman and John Francis Ryan; .J.r: each 'doing business as 
The, Tillman Survey-The Commission institut~ proceedings to de~ 
termine" whether' the registrants- had' engaged, in : fraudulent:· and 

,deceptive acts inclu~ii1g the ·distribution. of· advertising· material. 
which was' "lurid and flamboyant" contrary to. Rule 206'(4) -1 under: 
the' Act and whether the public interest required I that their.:registra-: 
tions as mvestment advisers be revoked: I The' .Commission's staff 
charged that'Tillman, aided and abetted by Ryan; published and dis­
tributed advertising material which :contained untrue' statements and 
was false and misleading.. The ,alleged. misrepresentations in the ad­
vertisementsinvolved compar~sons: between the" securities, recom­

,mended by Tillman and other securities Without adequately disclosing 
the material differences between ·the· securities; and representations 
that a list of 10 stocks which Tillman offered, was' selected ill accord­
ance with'7 tests prescribed by him and that these tests could 'tdig.up". 
securities which· eventually' could he enormously 'profitable ... The 
staff charged that the advertising material created false and mislead­
ing impressions by ;referring..to' 25%".50% and 100% lp.creases in 
market values, by falsely representing .that certain' subscription offers 
were available only to· a selected group; 'and, by. guaranteeing that a 
refund would be made to subscriberSfunless a group of 10 stocks rose 
175 po~ts before September 7, 1962, while' omitting. to 'disclose ·Till­
man's, complex, and misleading. method i of dete~ning the: dates, and 
figUres used:in ascertaining the. availability of.such·guarantee.1i 

: 

a InveBtment AdviBerB Ac1; Release No. 128 (June 20,1962). 



PART XI 

OTHER AC'I1VITIES OF THE 'COMMISSION 

CIVIL LITIGATION 

The several statutes administered by the Commission authorize the 
Commission to seek injunctions against continuing or threatened vio­
lations of such statutes. Such violations may involve a wide'range of 
illegal practices, including the purchase or saie of securities by fraud, 
and the sale of securities without compliance with the registration 
requirements of the Securities Act. The Commission als'o particlpates 
in various other types of.'proceedings, including appearances' as 
amiou8'ouriae in litigation between private parties where it deems'im­
portant that its views regarding the interpretation of the statutes be 
furnished to the court. . . 

At the beginning of the fiscal year 1962 there were pending in the 
courts 96 injunctive and, related enforcement proceedings institutea by 
the Commission to prevent fraudulent and other illegal practices ·in 
the sale or purchase of securities. During the year 89 additional pro­
ceedings were instituted and 80 cases' were disposed of, leaving 105 
such proceedings pending at the end of the, year. In addition, the 
Commission participated in a number of corporate 'reorganization 
cases under Chapter X of the Bankruptcy Act, in 9 proceedings in the 
District Courts under Section 11 (e) of the Public Utility Holding 
Company Act, and in 9 miscellaneous actions. The Commission,also 
participated in 50 civil appeals'in the United States Courts of Appeals. 
Of these, 14 came before the courts on petition for review of an admin- , 
istrative order, 9 arose out of corporate reorganizations in which the. 
Commission had taken an active part, 11 were' appeals in actions, 
brought by or against the Commission, 2 were'appeals from: orders 
entered pursuant to Section 11 (e) of the .Public Utility Holding Com­
pany Act, and 10 were appeals in cases in which the Commission ap­
peared as amious ouriae; . The Commission also' participated in ,6 
appeals or petitions .. for oertiorari 'before the United States. Supreme 
Court resulting from these or similar actions. 

Complete lists of all cases in which the Commission appeared before 
a Federal or state court during the fiscal year, 'either as a party or 'as 
amicus Curiae, and the status of such cases at the close of the year are 
contained in the appendix tables. This section describes a .few of the 
more noteworthy cases, not including, however, any ca:ses arising 
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under the Public Utility Holding Company Act or Chapter X of the 
Bankruptcy Act; cases .arising ,under those statutes are discussed in 
the sections of this report dealing with such statutes. 

In B.E.O.'v. Herbert Rapp, et al.,' the Commission,sought a perma­
'nent injunction against Rapp, a registered broker-dealer, and certain 
of his salesmen for violating Section 17 (a) of the Securities Act, by 
making false and misleading statements in the offer and sale of the 
stock of an aircraft manufacturing company. The District Court, 
after trial, dismissed the complaint for failure of proof, finding, 
among other things, that expressions ,of opinion by salesmen that the 

, stock would soon increase significantly in value did not constitute a 
material misrepresentation.2 The Court made no' reference to the dis­
tribution of-misleading sales literature, and it further apparently ex­
onerated Rapp because he had,made no oral representations. It also 
denied, the Commission's motion at the end of the trial, pursuant to 
Rule 15(b) of the Federal Rules of Civil Procedure,3 to conform the 
pleadings to the proof. 

, The Court of Appeals for the Second Circuit reversed the District 
Court, ordering,that a.permanent injunction issue as to Rapp and 
remanding as to the salesman involved in the appeaJ.4 The Appellate 
'Court held that where the defendants failed to object to the trial of 
issues not raised by the pleadings, the District Court was required 
to 'grant the Commission's motion to conform the pleadings. It 
further held that since the salesmen had no knowledge of the securities 
business and their statements were in accord with the sales literature 
which Rapp instructed, them to follow, the District Court erred in 
stating that the latter was not respon'sible for the misrepresentations 
made by them. Furthermore, it held that Rapp was responsible for 
misrepresentations in a brochure mailed to prospective investors, and 
that 'he also violated Section 17 (a) by leading customers to believe he 
was acting as agent in the sale 'of the stock, when in fact he was acting 
as principal. The action as to the s'alesmah was remanded for further 
proceedings since the findings of fact were insufficient to determine 
whether his predictions of future value were 'opinions without basi,s 
in fact~ 
. In BE.O. v. Ouster Ohannel Wing Oorporation, et al.5 the Com­

mission sought to enjoin an issuing corporation, its, president and a 
trustee from offering and selling securities without registration in 
violation of Section 5 of the Securities Act, and from, engaging in 
practices' operating. as a fraud upon purchasers in violation of Sec-

• S.D.N.Y. No. 132-344. 
2 CCH Sec. L. Rep. 1191048. 
821) U.S.C.A. Rule 15(b). 
• 304 F. 2d 786 (11)62). 
• D. Md. No. 13.~OO Civil. 
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tion 17 ( a) of that Act. .Defendants had represented that treasury 
shares' of the corporation w.ere available' for sale.' However~ .as to 
those treasury shares which were sold·, noregistratibn statement-was 
in effect, and other shares sold were not treasury shares but shares 
wh.ich had been placed in a trust by . the president.. By the terms, of 
the trust, the shares were to .be ret·rirned to the president within l' year 
or; if the shares 'were sold, the proceeds were to be -paid over to him 
within 2 years and in the interim they were to be loaned to the corpo-­
·ration. These shares, were also unregistered. Rejecting the defend­
ants' contention that the shares sold were exempt from registration 
because they had at one time been sold as' part of an intrastate dis-­
tribution· exempt ·from the registration requirements by Section 
3(a). (11) of the Act, or as,.part of a small issue exempt. under Section 
·3(b) and Regulation A thereunder, the, District, Court declared that 
the exempt status of the securities did not continue,indefinitely or, as 
claimed by the defendants, until such time as' there was a. fundamental 
change in the corporate structure. The Court state,d. that once such -
stock came .into the hands of the issuer or ,persons controlling the 
issuer, its subsequent offering _constituted a new issuance as: to. whioh 
the registration requirements' again became applicable. The District 
Court also found violations of Section 17 (a) o-f the Act, in the sale 01 
the trust shares to investors accepting the offer of treasury shares, 
holding that disclosure should have been made regarding the exist­
ence of the trust. and the fact that under its terms the, money received 
for the shares was to be loaned to the corporation, such loan to be 
secured by a chattel' mortgage on airplanes manufactured by it .. 

In S.E.O. v; Federal: Shopping Way, Inc.,6 where the Commission 
charged numerous defendants with violations of the r.egistration and 
anti-fraud provisions, the defendants sought. leave to file· a counter­
claim against the Commission 'and to, join seven named Commission 
employees as parties to· such proposed counterclaim. . The proposed 
coUnterclaim alleged that defendants had been defamed and tortiously 
aggrieved by statements contained in Commission litigation releases 
and statements made by Commission employees during their conduct 
of investigations, .and sought damages and injunctive relief.· The 
Court denied defendantssHch leave, holding that "Federal officials are 
privileged against suit for acts: done -withm the· scope of their official 
duties," and "(e)xamination of the 'recol1d and the proposed cross­
complaint· clearly 'shows that the: aIleged misconduct. . . . (of de­
fendants to· the counterClaim) entirely consists· o-f actions wholly 
within the course and scope of their official duties." 

• w.o. Wash. No. 2671. 
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In S.E.O. v. Bloomberg,7 whi.ch arose out. of the reorgani2;ation;of. 
Bettinger Corporation under Chapt~r'X of th.e,Bankruptcy Act, th~ 
trustees proposed as part of th~ir;plan of reorgal1ization to iElsu~ a,t 
stated ratios new common stock tor the old ,stock of th~ cornpany:plu!" 
a certain: amoun~, of cash. They t.Qok the position th~t the issuf,tnce 
of the ,new stock was, exempt from the registration prov-i!;!ions. of 
Section 5 of the Securities Act by virtue, of Se~tion ,264(aH~) ,of: 
Chapter X, which provides an exemption for "any transaction i-rt any 
security issued pursuant to, a plan in exchange for securities qi- or 
claims against the debtor, or partly: in such, e~change and pa~tly· ~pr, 
cash and/or property.".It was,the Commi!;!sion's v:iew, on the ,Oth~r. 
hand, that since the company was insolvent, the old :;;toc;k, was ~vort.h~. 
less and ,there could be: no trl!-e ,"exchal1ge" within the m~ltl1ing\ and 
spirit of Section 264(a) (2),.a~d t.hat accordingly then~w,sto~k could 
not be lawfully distributed witllO.l!-t regi.strati.on. i. ' . , 

However" the Commission's atte~pt~ to raise t.he' issue were, up.-. 
successful. The C.ommission first mpyed to interY~ne in the Cl;lapte~ 
X proceedings, but the District Court,denied the ~9tion. Ther~aft~-r, 
it sought to enjoin the, proposed distriqut~on, but the Cqurt dismissed 
the injunctive action. ,In an opinion issu~d la~er, th~ Court assigned 
as one ground for its orders that the 9ommiss,ion's. acti.ons: were not. 
timely. It also indicated that it.eqnsidered the qistributio~ ,<,?f the 
new stock to be exempt. . 

On appeal by the Commission, the Court of Appeals for the First 
Circuit, without reaching th~ substantive issue, affirm~d solely on the 
ground that the ,trial court had :notabuse~ its discretion in ruling 
that the Commission's actions were not tiplely.8 The A-ppellu_te 
Court's opinion did expres~ly reject the intimation of the :pistric~ 
Court th~t the nonregistration of stoqk could be excu~.ed on, th~ Qasis 
that the time requiremen~~ of registratio;n',w<?uld b,e inimical to a 
proposed, plan of, reorganization. Of significance in the opinion, 
also, is the Appellate Court's.i~plicit ~greement that an application 
to' intervene by the ,Commis~ion as the agency ~dministering the 
Securities Act was the proper method of rll-ising, the issue of registra­
tion, wholly apart from the Commiss~on'El rol~ as Ch~pt.er X adviser, 
in which latter capacity its right 9f appeal is expr~ssly circumscribed 
by st~tute.. ," . 

In· Kukatush Mining Oorp. ,v. S.E.O., ,plaintiff sought to ~njoin 
the Commission from continuing ,its name on the ,qanadian Restricted 
List,S alleging that the Commission's action was arbitrary and con~ 

• D.C. Mass. No. 61-729-5. 
• 299 F. 2d 315 (1962) • 
• This llst and a dellcrlptlon of Its purposes wUl' be foqnd' elsewhere hi, this report, 

pattes 144-146, ~nlra, ,. .--
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stituted a black-listing of the company without notice or opportunity 
to be heard. Plaintiff's complaint also alleged that it ,had suffered 
irreparable injury. The Commission moved to dismiss the action oil 
the ,ground tluit plaintiff, had not· exhausted' its administrative 
remedies, that issuance of the List was within the Commission's 
authority and discretion, that the'District Court ha:dno jurisdiction, 
and that plaintiff had ,not suffered any injury which entitled it to 
relief.' ' , 

The District Court for the District of Columbia granted the Com~ 
mission's'motion to dismiss 10 'and subsequent to the' end of the fisc'al 
ye~r the Court of Appeals for the District of Columbia affirmed' 'the 
low:ercourt's action>l , . 

S.E.O. v; Union Oorporation of Amerioa 12 is an action by the Com­
mission to compel the filing of'annual reports by the corporation pur~ 
suant to Section 15 ( d) of the Securities Exchange Act. In wanting 
a mandatory injunction;' the District Court held that once the aggre­
gate value of a' co~pany's registered and outstanding stock of the same 
class exceeds $2' million, its undertaking to file reports becomes and 
rem~ins operative, and the fact that the value of those shares'actually 
sold plus those previou~ly'outstanding never exceeds $1 milliori does 
not suspend t~le duty to file reports ip. the absence Of a deregistration 
reducing the value of the registered arid outstanding 'share~ to less 
than $1 million. Following the close of the fiscal year, the Court of 
Appeals affirmed.13 ' 

In Stanley E. Henwood, et al. v. 's.E.O.,14 the Commission sought 
t() have the court enjoin 17 sto6kholders'of United Industrial'Corpor~­
tion; associated together'as the 'Stockholders' Protective Committee, 
from making 'false and misleading statements in material distributed 
in solicitation' of proxies which were to be voted at the 1961 annual 
stoekholders' meeting. ' After' entering orders temporarily enjoining 
further solicitation, the voting of proxies' 'alrEmdy 'obtained arid the 
holding of any stockholders' meeting; the District 'Court upon' tri~l 
held that the failure of the Committee to disclose the full extent of the 
participation of two resigned officers and directors of the corporation 
in the organization of the Committee and its solicitation of proxies 
violated SeCtion 14 (a) of the Securities .Exchange Act of 1934, and 
the Commission's Rule 14a-9' thereunder. The Court found that the 
former president' and executive viCe president, ~ho had resigned f~l­
lowing announcement of discrepan'cies of $7 million in the corpora-. , , ' -

10 198 F. Supp.1I08 (1961). 
11309 F. 2d 647 (C.A.D,C" 1962,) 
12 205 F. Supp. 1118 (E.D. Mo., 1962), 
~ C,A, 8, October 19,1962 (No. 17,048).' 
1< S.D. Calif., No. 9all-61-TC. 
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tion's accounts, had in fact organized the Committee and participated 
in'the solicitation of proxies.ls The Court 'of Appeals for the Ninth 
Circuit,modified and affirmed the .order enjoining proxy solicitation 
by the Committee unless the activities of the two former ,officers were 
disclosed and enjoining the voting of proxies already obtained.l6 The 
enjoined 'defendants petitioned the Supreme Court for a writ of 
certiorari, asserting that Section 14(a) of the 1934 Act, as applied 
throu'ghthe Commission's proxy rules, is constitutionally objectiomible 
as· being so vague and ambiguous as to constitute, an unauthorized 
delegation of legislative ,powers and as invading.'rights, of free'speech 
and' contract, and' that the'District Court could not enjoin the'voting 
of proxies obtained through unlawful solicitatioll where an opportu­
nity for resolicitation was allowed., The CommissiOll filed a brief in 
opposition, 'pointing out that the terms of the statute are comparable 
to many other statutory.' provisions which have been held to be 
sufficiently definite, that the Commission has no power of "censorship" 
over' proxy material and' that an injunction against voting proxies 
obtained through unlawful solicitation is relief traditionally ancillary 
to the restraint against continued violation of the proxy rules. Sub­
sequent 'to the close of the fiscal year, the Supreme Court denied 
certiorari.lGa' ' 

In Brm-on, Barton &: EngeZ v. 8.E.O.,11 the Court of Appeals for 
the Third Circuit· denied a' motion to stay the enforcement of a 
Commission order suspending petitioner's registration as a broker 
and dealer pending final determination of the issue as to whether such 
registration should be revoked: The suspension order had been 
issued on the basis of the Commission's findings that petitioner had 
engaged in a fraudulent course of conduct and was subject to two 
injunctions. Court review of the Commission's decision. was pending 
at the close of the fiscal· year . 
. In Hansen v.' 8.E.O.,18 plaintiff sought to enjoin the Commission 
from'taking his testimony in an administrative proceeding against a 
broker-dealer, in which plaintiff was named as a cause, and to compel 
,the Commission to consider any charges against him in separate pro­
ceedings. He also alleged that the Commission wrongfully withheld 
his papers and that publication of the Commission's order instituting 
proceedings against the broker-dealer' caused him irreparable injury. 
The Commission moved to dismiss the complaInt or alternatively for 
.judgment on the pleadings on the grounds that it had authority to 
bring public proceedings agairist the·broker-.dealer and to name plain-, 

U; CCH Fed. Sec. L. Rep. § 91, 125. 
1.298 F. 2d 641 (C.A. 9, 1962). 

: '1 •• 371 U.S. 814 (1962). 
11 Civil No. 14080, C.A. 3, August 9, 1962. 
,. D.D.C. Civil Action No. 3829-61. 
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'tiff a cause therein, that plaintiff had not exhausted his administrative 
remeuies and that the District Court had no jurisdiction over plain­
,tiff's claim. ,The District ,Court granted the CommisSiori's motion for 
-judgment on· the pleadings. . 
, Two. cases, Berko v. S.E.O.,t9 and Kahn v . . S.E.O.,20 arose from 
'an order issued by the Com~ission· revoking the broker~dealer regis­
tration of Mac Robbins, & Co., ,Inc. and finding that nine saleSmen, 
including Berko arid Kahn, were each. a cause of the revocation.21 

Mac Robbins had, been' co-underwriter:;of an issue·of stock of Sports 
,Arenas, Inc.,. and after the offering had been completed, its principal 
J?u'siness was.trading in Sports Arenas stock. ,The Commission foimd 
that Berko and Kahn· had 'made highly optimistic statements about 
Sports, although they knew.that there was no adequate basis for such 
statements or were "grossly ,careless. or indifferent" in failing to 
.determine whether or not' . such ,basis existed. 
. The Court of Appeals for. the Second Cir~uit remanded the. cases to 
the Commission, on the ground that the factual and legal basis for 
the Commission's decision was. not stated with sufficient clarity. 
Among other things, it held that the fact that the issuer had' sus­
tained initial operating losses di4 not in and of itself mean that there 
was no adequate basis for optimistic statements regarding the stock. 
The Court·.asked the Commission to express its views, among other 
things, regarding the significance of participation by salesmen. in 
a so-called "boiler-room" operation, ·the right of salesmen to 'rely on 
information given. to . them. by " their employer, and· the extent to 
which the salesmen's specialization in Sports stock created or increased 
the duty' to investigate .'and disclose., ," 

Judge Clark, concurring in the result, concluded. that the Com­
·mi8sion had not made clear whether it relied upon the so-called 
"shingle" theory or some other legal theory. -
. Shortly' after the close of the fiscal year, the: Commission issued 
an Opinion and Order reaffirming its previous findings that Berko 
.and.Kahn were each a cause of the revocation (Securities Exchange 
Act Release No. 6846 ( July 11, 1962)) ~ In September 1962, Berko 
filed' a petition for review in the Court of Appeals for the Second 
Circuit. Kahn has not sought such review, and the statutory period 
for seeking review has expired; 

In Silver. v. New York Stock Ewchange,22 the Exchange, after a 
confidential investigation,. had . directed its member firms to discon­
tinue private. wire connections with: Silver, a securities dealer, and 

,. 297 F. 2d 116 (C.A. 2, 1961). 
2·297 F. 2d 112 (C.A. 2, 1961). 
21 SecurIties Excbange Act Release Nos. 6462 (February 6, 1961) and 6498 (March 16, 

1961). " 
""196 F. Supp. 209 (S.D.N.Y., 1961.). 
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SilVllr brought an action for daniages 'and injunctive relief':aHeging 
violations of the anti-trust laws. The District Court granted Silver's 
motion for summary judgment, permanently enjoining the Exchange 
under Section 16 of the' Clayton Act from interierring with private 
wire' and telemeter connections between its members and Silver and 
holding that the Exchange' was liable' for damages under Section 4 
of the Clay tori. Act. The' Exchange appealed from. this 'decision and 
the Commission, because of language in the opinion of the District 
Court suggesting that a registered stock' exchange has no right· or 
duty to' discipline its members on' the basis of their transactions in 
unlisted securities, filed a memorandum as amwuscuriae. The' Court 
of Appeals reversed,2s holding ,that "the action of the Exchange' 
in bringing about the cancellation: of. the private wire connections 
with members of' the Exchange was within the general scope of the 
authority of the Exchange as defined by the 1934 Act ap-d therefGre 
outside the coverage of the Sherman Act,". and expressly rejecting 
the suggestion that the authority of the Exchange .in disciplining,i.ts 
members is limited to transactions in securities listed on the Exchange .. 
Silver's petition ·for a writ of certiorari is ,pending in the Supreme. 
Court.24 . 

In the last Annual Report, the case of Blau v. Lehman. was 
described ·and it was stated 'that the Supreme Court· had granted 
certiorari.25 That was a derivative suit by a stockholder of. Tidewater 
Associated Oil Company ~gainst an investment banking partnership 
to recover "short .swing'~ profits reali~ed by .the. firm through trans­
actions in Tidewater's securities while one of the partners was serving 
on the company's board of directors. The Supreme Court 26 affirmed 
the decrees of the Court of Appeals 27'and the District Court 28 which, 
while awarding the plaintiff a judgment for that portion of the 
defendant's profits which were chargeable to the partner-director's 
income account, refused' to hold that. the firm itself violated Section 
16(b) of the Securities Exchange Act, .thus permitting the firm to 
retain over 96 percent of its :'short swing" profits. The Court took 
cognizance of the Commission's position, as advocated in. its amicus 
curiae brief, that. while tl;l.e literal 'language of Section 16 (b) limited 
li~bility to "directors," considerations. of policy were present which 
made it appropriate to expand that Section to cover :partnerships 
of which a director is a 'member. ,However, the majority was of the 
opinion that if Section 16(b) were to be so e~panded, it should be 

.. 302 F. lid 714 (C.A. 2, 1962) • 

.. No. 150, 1962 Term . 

.. 27th Annual Report, p. 96. 
20368 U.S. 403 (1962). 
sn 286 F. 2d 786 (C.A.2,1960). 
"173 F. Supp. 590 (S.D.N.Y., 1959). 
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accomplished by remedial legislation;, rather than, by .judicial, con­
struction. In a strong dissent, charging that the majority ,opinion 
resulted in a " ... mutilation of the Act," 'Justice',Douglas, with 
whom Chief Justice Warren concurred, stated that there should ,be 
no difficulty in charging the partnership with liability as, an "insider" 
in cases where it is determined, as a factual'matter, that the'partner': 
ship ,has either "deputed" or informally instructed its partner to 
represent its interests on the corporate board of, directors. ",": ' 
'I, At the request of the United States District Court' for the Southern 
District of New York, the Commission filed a memorandum of law 
ns amicus curiae in Sillverman v. Landa and Fruehauf Trailer 00.29 

The action was 'brought by a stockholder of Fruehauf. to recover on 
behalf of Fruehauf the profits realized by defendant 'Landa, a director 
of the company; in transactions in Fruehauf common stock. While 
the beneficial owner of 2000 shares of Fruehauf comlnon stock, Landa 
had 'issued similltamiously two "call" options' and one "put" option, 
each for 500 shares. '·Plaintiff 'claim.'ed that: 'the' issmince' by the 
defendant' of a' "straddle,"i:e. 'the simultaneous'isstlance of. it put 
option'and a call option, constituted a purchase and sale of the under­
lying security for the purposes of Section 16(b) of the Securities 
Exchange Act of 1934, and that the issuance of the unmatclied call 
violated Section 16 (c) of the Act, since the underlying security was 
not delivered within 20 days of the date of the issliance of the, calL " 

The Commission took the position that the issiIance' Of it straddle 
constituted a purchase' and sale 'of the underlying security for the, 
purpose of Section 16 (b) of the' Act, but that no violation' of Sec-' 
tion 16 (c) occurred since the 'defendant at all times owned suffiCient 
shares of the underlying security' to deliver in satisfaction of any 
obligation 'under -the unmatched call. However, the District Court 
held that no purchase or sale ,of the underlying security occurs until 
such time as the options are exercised, and accordingly found' no 
liability under Section 16 (b) and no violation o'f Section 16 ( c) .. i ' 

The case was appealed to the Court of Appeals for the Second Cir­
cuit and the Commission filed a brief as amicus du1iae, taking the 
same position it took in the District Court.' Subsequent to the 'end 
o'f the fiscal year, the Court of Appeals affirmed the decision ot the 
District Court.30 ' ' ,!, 

The case of Warshow v. H.' Hentz & 00.,31 was an' action for 
rescission or damages brought by a customer against' 'tt broker' who 
arranged for the purchase of securities in violation ,of the, margin 

... S.D.N.Y., No, 61 Clv. 1115. 
80,306 F. 2d 422 (C.A. 2,1962). 
31 199 F. SuPp. 581 (S.D.N.Y., 1961). 
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requirements of the Securitie~ EX<;lhange Act, of :1934.,' Plaintiff's 
loss was discovered and suit instituted when the moneylel!der, with 
whom plaintiff's shares were pledged, went into receivership and 
such shares were not among the assets. 

Defendant moved to dismi~s' the complaint, contending. that the 
facts alleged in the complaint failed t? set forth- a 'cause of action.: 
The Commission filed a brief.amicu8.our'iae urging that the plaintiff· 
was entitled to rescission or to recover damages. because' the contract 
for the purchase of securities .. was in violation ·of .the Act and hence' 
void under Section 29 (b).. Alternatively, the COIIllilission argued that 
the plaintiff had an implied private right of action against the broker­
dealer for the .latter's violation of the margin requirements where the· 
losses were not caused by fluctuation of the market,' but bi the insol­
vency of the moneylender selected by the broker. 

The Court .denied the motion to dismiss" accepting the positions 
urged by the Comffiission~ and the suit was subsequently settled· by 
compromise. . , 
_ The case of S.E.O. v. Oapital Gaim Re8earol~ Bureau, Ino., is 

described in the last Annual Report.32 The Commission had charged 
an investment adviser and its president with violating Sections 206' (1) 
and :(2) of the Investment Advisers Act. The trial-court's denial of 
a preliminary injunction33 was affirmed by a divided panel of the 
Court of Appeals' for ·the Second Circuit,34 and the Commission 
petitioned for a rehearing en bane which was granted. _ The Court 
of Appeals en bane has affirmed the trial court's decision by 5; to·4 
decision.3s 

Sutro Brothers & 00. v. S.E.0.,36 Amos Treat-&, 00., ·v. S.E.0.,31 
and R. A. Holman & 00. V. S.E.0.38 are three actiolls,brought by 
bl'oker,-dealers to enjoin the Commission from continuing an investi-' 
gation· or administrative proce~dings against them. .Sutro Brothers 
sOllght to enjoin t~e' Commission from continuing an investigation 
into violations ()f the Securities Exchange Act during. the' pe:r:tdency 
of broker-dealer revocation proceedings based upon evidence pre­
viously developed in .the same .iIivestigation; In den.ying plaintiff's 
motion for. a preliIninary injunction, the District. Court held that 
neither Section 21 of the Securities . Exchange- Act, nor any provision 
of the Administrative: Procedure Act, limits the Commission's inves-

81 27th Annual Report, p. 1,63. 
83 191 F. Supp. 897 (S.D.N.Y., 1961) • 

. .. 300 F.'2d 745 (C.A. 2, 19(1) . 
•• 8061;'. 2d 606 (C.A. 2, 19(2). 
80 199 F. SuPP. 438 (S.D.N.Y., 19(1). 
3' D.D.C., No. 1340-62 . 
.. D.D.C., No. 1888-62. 

672175--63----10 
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tigative power during the pendency 'of· broker-dealer revocation 
proceedings. 

In Amos Treat the plaintiff sought,to enjoin the Commission:from 
continuing broker-dealer revocation proceedings, claiming that one 
of the members of. the 'Commission' who had 'participated ·in several 
preliminary rulings was disqualified from adjudicating ,in ,the : case 
because: he ,had prEwiously been Director of' the' CommisSion's' 
Division of Corporation ,Finance at 'a time when that Division had 
investigated a matter factually related' to the' administrative pro­
ceeding. It was claimed that his participation violated"due process 
and Section 5(c) of the Administrative Procedure,Act; The District 
Court denied plaintiff's motion for a preliminary injunction on the 
grounds that the administrative remedies had 'not been exhausted, 
review of any final decisioncould:M had in ai court of appeals;. and 
there was no' showing of irreparable injury. The Court of' Appeals 
reversed and - remanded the case,39 holding that there- had been a 
showing of a violation of due process and that the District Court had 
jurisdiction on '-this basis alone. 'The· CommiSsion's' 'petition' ,for -
rehearing en bana was denied. . I' , ' , • ' " .. c:,'.' 

The Conimission, folloWing an 'alternative suggestion of 1 the 
Court of Appeals; thereafter terminated the proceedings; but without 
prejudice to the' subsequent institution of' new proceedings., In its 
order, the 'CommiSsion made 'it clear that this 'result should not be 
regarded as a precedent since the CommiSSIon disagreed with the 
(Jourt'sdecision; but that the Commission: was of the view that to 
seek further court review would entail delay in the determinat.ion of 
the issues in the proceedings and would not lbe in the public interest. 

,The H olinan case involved the' Same contention as 'in ',Amos.'Pretit, 
in this instance regarding two 'members of; the Commission, and the 
additionalr contention that -the hearing examiner who had presided~ 
at the administrative hearings was alsO disqualified, beCause he lacked 
the'requi~ite ,independenCe from the Commission'sinCe he had passed 
the' age of ' mandatory retirement'and served at the will of ' the Com­
mission. The District Court granted plaintiff's' motion for a pre': 
liminary injunction; basmg its order solely -upon the ,participation of 
one of th~ members of the Conimission and ,relying 'entirely upon the 
Amos Treat case. : The- Commission's appeal from' that order is 
pending.40 

During the fiscal year, the Commission,parti~ipated in a nUlpber 
of important cases under the Investment Company Act. In'S.E.O. v . 

.. 306 F. 2d 260 (C,A.D.C., 1962) • 
4. C.A.D.C., No. 17,202. 
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Mid'l.vest Teohnical .Development: ·Oorp., et al.,41 the Commission 
;brought an'Injunctive action' alleging that the' directors 'and:offic.ers 
of the' defendant' investment . company :had caused: it,to' :violate various 
provisions of the Investment Company Act and were committing gross 
misconduct 'and gross abuse of trust.. The complaint contains detailed 
charges of simultaneous persOnal investments by several of the officers 
and directors' in' the' portfolio companies in which Midwest, invested, 
resulting in large"private profits 'for them to the'detriment of the 
fml.d's interests." ' " " ' . " ' 

The Commission 'seeks not only 'to enjoin the various violations, 
but' to 'freeze . the private investments of the individual defendants to 
prevent further deterioration of the situation, to obtain an accounting 
for profits and ·to· have a'receiver appointed to pre~erve the public 
interest in Midwest. -.,." . , 
, All of the: individual defendants have entered stipulations'agreeing 

not to change'their present'investnient posit~on'in the .portfolio 'com­
panies, pending trial on'the merits .. Upon the.filing of these stipulac 
tions, the Commission withdrew its ·motion for a' preliminary injunc­
tion.· ,The Commission has,dismissed the' case against two corporate 
defendants which have entered' final ,stipulations undertaking not to 
eng-age in any' transactions with Midwest without first obtaining an 
exemption under Section 17·( a)' ;of: the Investment Company Act. 
The case with respeCt to the',remaining defendants was pending at 
the close of the fiscal year., < , " ;, 

. In Ohabot v. Empire Trust:Oo, and Sohwartz v. National Securitie8 
Servioe,42 the shareholders of a mutual fund, organized as a common 
law trust, brought an action against the trustee and others for resto­
ration to the'fund of fees paid to ,the trUstee. The trustee moved to 
stay the proceedings. until the plaintiffs had delivered a' bond to 
mdemnify it against the COSt and expenses of defending 'the action. 
The District Court 43 held applicable the provision of the .trust agree­
ment to the effect that no shareholder of- the fund shouldhaV'e the 
right r to' ,an' accounting except upon furnishing indemnity fu the 
trustee against costs and expenses; with such indemnity to be payable 
unless it ,should be established that, ~he trustee had been guilty of 
fraud, ,misfeasance, or gross negligence: 'The District Court, there­
fore stayed the action pending the posting of security. ' 
, On 'appeal from that decision, the Court of Appeals for the Second 

Circuit upheld the right of appeal from the order of the District 
Court.44 Subsequently, the Commission filed a brief as amiaus 

U D.C. Minn., No. 4-62 Clv. 142 . 
.. 301 F. 2d 458 (C.A. 2, 1962). ' 
'"189 F. Supp. 666 (S.D.N.Y;,'l'960) . 
.. 290 F. 2d 657 (C.A. 2, 1961). 
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curiae expressmg the view that the provision of the trust agre~ment 
requiririg the posting' of the security before, the sha~eholders could 
conimence their·action was void, under Section 17(h) of the Invest­
ment Company Act, which prqhibits "an investment, company : from 
operating. Under any instrument which 'contains "any provision which 
protects' 'or purports to protect any director. :, .." The Court of 
Appeals agreed with the Commiss~on's position and reversed the Dis­
trict Court, 'holding that the indemnity provision was violative of 
Section 17 (h) and further stating that "any provision that renders 
litigation substantially .les!;! likely. 'protects or, .purports ,to protect' 
directors and officers from liability under the Act," and is therefore 
invalid~45 '. " , . . ,. , 

During, the. year ; progress was m·ade. in another case involving 
implied private rights of action under the Investment 'Company AC.t. 

At the time of the last Annual 'Report, the .Commission had filed 
a, brief supporting the petition' for certiorari in Brouk. ·v. Managed 
Funds;. contendip.g' that the Court of Appeals decision in that· case 
was' in confiictwith numerous court of appeals and district court 
decisions holding' that the' Investment Company Act gives rise to 
implied private rights of action.46 Subsequently the Supreme Court 
granted certiorari/7 and the Commission filed a brief on the merits. 
However, before oral arguinent in ,the Supreme Court; the companion 
state court case-48 was settled by, among others, the respondents before 
the Supreme Court, for an amount in excess of $1 million. ' The 
Supreme Court, in a per curiam' opinion, mooted the case, vacated 
the judgment of the Court ,of Appeals for the Eighth Circuit (whose 
reversal the Commission had urged), and remanded the case to the 
District Court for dismissal. as to ,the 'respondents who were before 
the'Supreme Court ,on certiorari,4,9 ,While no final Supreme Court 
decision- on the existence of implied rights of action was obtained, the 
opinion of the Court <if Appeals to .the contrary was vacated, and its 
value as contrary precedent nullified~ .. 

Willheim v. Murchison 50,was a case brought both derivatively and 
representatively by two stockholders of Investors Mutual, Inc., ,a 
registered investment company,: seeking to enjoin Investors Diver­
sified, Serwices, Inc:. (IDS) from. acting as principal underwriter and 
investment advise,r: to Investors Mutual pursuant to written con­
tracts. The plaintiffs contended that these contracts were "assigned" 

.5301 F. 2d at 461. ' , -
•• 27th Annual Report, pp. 156-157; 
"366 U.S. 958 (1961) . 
.. Lutz v. Boas, 171 A. 2d 381 (Del. 1961) . 
• s 369 U.S. 424 (1962). 
150 203 F. Supp. 478 (S.D.N.Y.), aJ/'d sub nom. Willhelm v. Inve8tors Diversijled Services, 

Inc., 303 F. 2d 276 (C.A. 2, 1962). ' 
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within the meaning of the Investment Company Act and therefore 
automatically terminated when . control of Alleghany Corporation; 
which held approximately 47.6 percent "of the voting stock" of IDS, 
passed from Allan P. Kirby to John D. Murchison and: his associates 
as a result of a proxy contest., The Dist,rict Court, in denying the 
request for a preliminary: injunction, rejected this contention and, 
while not grounding its decision on this point, jndicated that a trans­
fer of a controlling block of Alleghany voting stock 'wouldbe:insuffi-
cient to cause termination 'oHhe contracts' .. I .• , . , 

Plaintiffs took an appeal from this decision, and, the .Commission 
filed a brief amicu8curlae urging the Court of Appeals, if'it should· 
reach the merits; to hold that an investment advisory' 'contract is auto­
matically terminated whenever ,a controlling block of stock or: the 
investment adviser or of a corporation which controls the investment 
adviser is transferred. ' ,; . . ,,' 

The Court of Appeals affirmed. the' denial' of the' preliminary in ... 
junction, holding that neither the· plantiff nor the corporation would 
suffer irreparable injury by delay 'lintil a'hearing on the merits, but 
that a sudden termination of the serVice contracts would precipitate 
corporate chaos. Since the meritS were not reached, the Cqurt ·re­
served its decision with ~espect t,;> the position urged by: the Commis­
SIOn. 

In Nadler v. S:E.O., the earlier history of which;is discussed in the 
1961 Annual Report,51 the Court of Appeals for the Second Circuit 52 

affirmed in a per curiam opinion the' Commission's order refusing, to 
revoke a previous order granting an exemption pursuant to'Section 
17 (b) of the Investment Company' Act· for transactions between a 
registered investment company and ,certain affiliates and' permitting 
it to acquire its own preferred stock pursuant to Section 23 ( c) (3) of· 
the Act. 

A stockholder had sought review of the Commission's second order 
on the ground that the investment company's directors who had a~­
thorized the filing of the application for the exemption had not been· 
elected in accordance with the provisions of Section 16(a) of the Act, 
contending that this made the application and the Commission' order 
void. The Comniission had held that 'the acts 'of the directors were 
voidable only' and that 'under all the circumstances the 'order should 
not be revoked. ' " . 

The Court, in affirming, held that there is no basis for declaring. 
void all acts by a board not chosen as required,by Section 16(a), and 

111 27th Annual Report. p. 156. 
u 296 F. 2463 (1961)~ certl91'qrj !lf11lj~d, 369 u.s. 849 (1962). 
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that "it would be an unsound policy,. fraught with hal1Il to the share­
holders, to have everything 'done by such aboard, to carry on the 
corporation's normal business, especially within the statutory period, 
declared invalid." '. 

TauS8ig et al. v. Wellington Fund, lnc~ ei al~5~ is a s'!lit by stock7, 

holders.:of an investment company, Wellington Eund, Inc., against 
its corporate investment adviser' and another investment company, 
WellingtOn Equity Fund and its adviser, in ,which, therDistric.t Court 
enjoined the advisers and Wellington Equity ,Fund from employing 
the:name "Wellington" in the investment:company field,.b:utl~enied 
damages.G4 The pistrictCourt,.ruled that the goodwill attached ,t9. 
the word "Wellington" resulting from ,the successful' operatiqn.;of 
Wellington Fund,· Inc.; w'as the property. of that fund ,and th,at: the 
use of the name by Wellington Equity Fund 'Yas likely tQ. c,(,mfuse 
investors, constituted trading on the success aIid',gooq,will of Wel­
lington FUild, Inc., and' would.,hinder that fund should,·it desire to 
change its investment policies to those followed by;W ellington Equity 
Fund. Diversity jurisdiction being ,questionable, the District Court 
found pendent jurisdiction, sta~ing that Section 35 ( d) of the In vest­
ment Company Act conferred an iniplied private right of action, and 
based its decision, on conimon law principles ,of unfair competition. 
Both sides have appealed. The plaintiffs assert that the facts show 
violations of Sections 15, 20(a), 34(b), 35(d), 36 and 37 of the In­
vestment Company 'Act, and, claim that implied rights of,action and 
appropriate remedies including damages should 'flow theref.rom., ' , The 
defendants urge that the goodwill resulti~g from the successful op­
eration of the investment'company is the~property.of the.adviser; that 
the use of "Wellington" by ,the seCond investment company does.not 
mislead investors and that.neither common law unfair competition 
nor violations of the prohibitions of the various sections of '.th~ In­
vestment Company.Act,are shown by the;iacts .. The.00mmission is 
appearing in this appeal as amicu8 curiae,·and :\las,filed a brief which 
takes the position, that implied rights of action flow fromviolatiqns 
of provisions of the Investment'Company: Act, including. Section 36. 
The brief also points out . that ,no,.inferences ,s:\lould be :drawn ,from 
the nonaction of the Commission or·from.its acceleration of the reg­
istration 6f shares as to whether names"proxy.m~terial or other ma­
terial is deceptive or misleading. The Commission ta~es no position 
on the merits of the case. 

" 

.. C.A. 3 Nos. 13702, 13703, 13704 and 13705 • 

.. Tau88ig v. Wellington Fund, Ino'f 11;17 F. Supp. 179 (Del., ~,~60l. 



:TWENTY-EIGHTH ANNUAL' REPORT· 135 

CRIMINAL PROCEEDINGS 

The statutes administered by the Commissicm provide that the Com­
mission may transmit evidence of violations. of these statutes to the 
Att~rney' General, who, in turn, m:ay' institute criminal proceedings. 
The, regional offices .and, at times, .. the,IIUlJin office of the Commission 
prepare; ,after investigation,. detailed: reports ·where the facts appear 
Fo. warrant .criminal·prosecution. ,After car~l re~iew. by the Gen­
eral Counsel's Office, the recommendations .of ·the regional offices 
and. the General Counsel's ·Office are considered hy. the Commission 
and, if the Com,mission believes criminal prosecution is appropriate, 
the case is referred to the Attorney General and to the appropriate 
United States ·Att~rney. Commission .employees familiar with the 
case generally assis~ the Ulfited, States Attorney in the presenta;tion 
of the facts to the Grand Jury, the preparation of legal memoranda 
for use in the trial, the conduct of the trial, and the. preparation of 
briefs on appeal. The Commission also submits parole reports. pre-
pared by its staff relating to convicted offenders .. ·.. . 
'. During fiscal 1962, the Commission referred more' cases to the De­
partment. of Justice for prosecution than in any other year in. the 
Commission's history. In addition to the 60 cases. referred for pros­
ecution, 4 cases were, referred for institution of criminal contempt 
proceedings, for violations of inj,unctive decrees secured by the Com­
mission in civil actions. As a result of these and prior referrals, 42 
indictments .were returned .against 205 defendants during the' fiscal 
year. There were also. 67 convictions.in 20. cases. Convictions. were 
affinned in 2 cases, ap-d appeals were s~ill pending. in' 13 other criminal 
cases at the close of the period. Of 4 criminal contempt cases han­
dled during the year, 1 case. was dismissed and 3.cases.!l,re still pending. 

From 1934.: when .the Commission 'Yas esta:blished;.until June 30, 
1962, 3,187 defendants. have b.een inP.icted in the. United States, District 
Courts in 710 cases developed by the Commission and 1,577. convictions 
have been. obtained. The record of convictio.ns obtained and upheld 
.in ,completed.-cases is over :86 percent. foI"'. the. 28-y,ear life of the 
Commission. 55 

As in: prior., years,. the .. majority of the criminal cases prosecuted 
involved. the. offer and sales of securities by fraudulent representations 
.aI).d other fra.udulent practices. These activities, included higp.-pres­
sure. long-distance . ,telephone "boiler-room'~ frauds" conversion of 

.' '," 

os A condensed,statlstlcal summary of all cdminal cases developed bJ! the Commission 
from the fiscal year 1934 through the fiscal' rear'1962, Is' aret forth in Appendix- Table 2ij. 
~he status' 'of c~iminall cases, developed by' the' CoIlllIllSsion' which were pending at the 
end of the fiscal year is set forth in Appendix Table 16. 
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customers' funds and securities by broker-dealers or their salesmen, 
frauds involving the sal~ of securities by new as well as established 
businesses, and fraudli!E';nt securities saJes relating to the promotion of 
insurance 'compan~es, mortgage companies, oil and gas and' other 
mi,nirig ventures, alleged inventions and other spurious investment 
schemes. Because of the large volume of cases, it is impossible to 
report in deta~l all the criminal matters, but some of the more 
important and novel fraudulent devices and techniques are described 
in the specific cases discussed below. , 
, The past fiscal 'year has seen the culmination of the Commission's 
intensive investigations and prosecutions of a large number of fraud­
uJEmt mortgage and trust deed promotions. The principal and perhaps 
the largest of thes~ promotions was the ,subject of the prosecution in 
United States v . .David Farrell et al, (S.D. Cal.). In that case some 
9,000 investors paid in excess'of $40 million into 'an 'alleged "Secured 
10% Earnings Program" by purchasing securities of the Trust Deed & 
Mortgage Exchange, Lo~ Angeles Trust Deed & Exchange, Trust 
Deed & Mortgage Markets, and Colorado Trust Deed & Mortgage 
Markets. David Farrell, and Olh~er J. Farrell were convicted on 32 
'counts of violating the anti-fraud provisions of the securities acts 
'and the Mail 'Fraud Statute by falsely representing that investors 
were assured of 10% earnings and a. degree of liquidity equivalent to 
that of insured bank deposits or insured, savings and loan certificates, 
and failing to disclose that the issuing companies were insolvent and 
that funds entrusted to them by investors were in constant jeopardy. 
David Farrell received a 10 year jail sentence and was fined $86,000; 
Oliver' J'. Farrell was sentenced to 4 years in jail and was fined 
$52,000. 56 , , 

Numerous convictions also have been obtained and several indict­
ments are pendi~g 'in' the S~uthern District of Florida, in similar cases 
iriv,olving the "8% Tacket,'.' the sale of unregistered mortgage notes to 
the public by fraudulently guaranteeing interest payments of between 
'8 and'15'percent. ' "Int~reSt" was normally paid from' capital con­
tributed by purchasers of mortgage notes and not from income derived 
from operations. 
': As a result of the extensive pros~cutions, this type of promotion 
seems to have been substantially eliminated. Among the"convictions 
'obtained 'were 'those of-five'defendants i~ UititedBtates v. Joseph A,. 
Peel; /1'., who were each sentenced to'lS years' imprisonment for vio­
lating the anti-fraud provisions of ,the Securities Act of 1933 and the 
,~aitFraud Statute in the sale of ~%.,note~ of,InsuredCapital 'Corpo­
ration of ' Orlando, Florida. Th~e defendants, had received more 

•• Appenls nre presently pendIng. 
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than a quarter of a million dollars from public investors. In another 
case, United States v. Gradsky, et al., 10 defendants were convicted 
shortly after. the close of the fiscal year of violating the anti-fraud 
provisions' of the Securities Act and the Mail Fraud Statute in· the 
promotion and sale of 8% and 12% short-term notes of Credit Finance 
Corporation, and rec~ived prison sentences ranging from 6 to 20 years. 

This past fiscal year has seen a substantial-number of cases involving 
mariipulation of securities on national stock exchanges or in the over­
the-counter market. In United,states v.Talenfeld (W. D. Pa.), Ed­
,,'ard H.,. Maurice A. and Burton M. Talenfeld were adjudged guilty 
of manipulating the market price of Cornucopia Gold Mines stock on 
the American Stock Exchange to aid distribution of their own shares 
of Corimcopia in the over-the-counter market. Maurice and Burton 
Talenfeld received 1-year sentences and were each fined. $10,000. 
Edward H. Talenfeld was fined $7,500. Charles C. Bales and John C. 
Buckley, Jr., among others, pleaded guilty and nolo contendere in 
United States v. Bales (W.D. Ky.), to manipulating the market price 
of the stock 'of Cardinal Life Insurance Co., and concealing this and 
other facts from investors to whom they. distributed over 71,000 shares 
of their oWn Cardinal stock. The defendants were fined amounts 'up 
to $15,000 and placed on probation. 

In United States v. Garfield, et al. (S.D.N. Y.), still in progress at 
the close' of the fiscal year, 22 individuals and 7 broker-dealer firms 
were charged with manipulating the market price of the common stock 
of United Dye and Chemical· Corporation, and with distributing this 
stock in violation of the registration requirements of the Securities 
Act. A number of the defendants have entered pleas of guilty during 
the trial. Sentencing has been deferred until its completion. ,Some 
of the same defendants and others are charged, in United States v. 
Garfield, et al. (S.D.N.Y.), with fraud and market manipUlation in 
connection with the sale of more than 5 million shares of Shawano 
Development .Corporation stock to the public through J. H. Lederer 
Company, Inc., by means of an intensive telephone sales campaign 
utilizing false and misleading statements and literature. 

Manipulation on the San Francisco Mining Exchange was the basis 
of two indictments returned near the Close of the fiscal ·year. In 
UnitedBtatesv. J/cDaniel (S.D. Tex.), Paul E.:McDaniel, George A. 
Mellen and others are charged with manipulating the market price of 
Ambrosia Minerals stock to facilitate the fraudulent distribution of 
their ·own stock. George J. Flach, president of the Exchange, is 
named as a co-conspirator but not as a defendant. And in United 
States'v. Oa'l"l'oll (S.D. Calif.), the defendants are charged with 
manipulation and fraudulent sale of the stock of Comstock, Ltd .. 
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In· addition to the Ambrosia Minerals and Comstock promotions 
noted above, a number of other oil, gas and mining ventures provided, 
as in past years, a fertile field for fraudulent stock promotions. 
Among the cases involving such promotions was United States v. 
Oolumbus Remall Oonsolidated Mine 00. (S.D. Fla.), where kwin·C. 
Glaser and 12 other defendants were found guilty of merging various 
corporations with insubstantial or spurious assets .into Columbus Rex­
all; issuing'over'12 million shares.to themselves or associates, manipu­
lating the price of the stock upwards on the Salt Lake Stock Ex­
change, and distributing large blocks of the stock to the public through 
"boiler-room" tactics. .' . . 

A number of broker:dealers and securities salesmen were convicted 
in the past year for converting either their customers' ~ecurities or 
funds obtained from the sale of these securities. Thus, in United 
States v.: Pruett,' (N.D. Ga.), Carl 'and Gertrude Pruett were each con­
victed and sentenced to.9 years imprisonment for converting securities 
and funds belonging to customers, totaling about one and a half mil­
lion dollars. In United States v. Ficken (N.D. Ohio), the-defendant 
was seritenc-ed to 18 years imprisonment after pleading guilty to 
charges of converting clients' funds by ''bucketing'' their orders; . 

A number of indictments have been returned in the Southern Dis­
trict. of New York against Lowell M. Birrell and his associates charg­
ing fraud, manipulation and registration violations. In United States 
v. Gerardo A. Re (S.D.N.Y.), it is alleged that Birrell and others, in­
cluding Jerry and Gerard Re in their:capacity as specialists on the 
American Stock Exchange, manipulated the" price of Swan-Finch 
Oil Company stock on that Exchange while distributing large un­
registered blocks of the stock to the public through "boiler-rooms" 
and the' Exchange at artificially inflated prices. 

:In United States v. J. A. Winston & 00., .Inc. (S.D.N.Y.); Joel 
Alfred Winston, Birrell and others are charged -with the manipula­
tion "and sale of unregistered stock of Jeanette Minerals, Ltd. "The 
indictment·alleges tha,t.while Birrell and other defendants manipu­
lated the price of Jeanette' stock on the Toronto Stock Exchange, 
Winston distributed 400,000' shares beneficially owned by Birrell to 
the American public through J. A. Winston & Co. The same defend­
ants are also charged with fraud and" registration violations in con­
nection with the sale of the stock of American LeDuc Petroleums, 
Ltd. in" United States v. Albert Bernstein, et al. (S.D.N.Y.). The 
indictment alleges that Birrell and'the other defendants fraudulently 
distributed to the.public, through J. A. Winston & Co., over 3 million 
unregistered shares of .American LeDuc. Winston, J. A. Winston 
& Co. and others are also charged with violating the registration 
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and anti-fraud provisions of the Securities Act of 1933 in fraudu­
lently distributing over 600,000 shares of Canuba Manganese Mines, 
Ltd: 'stock to the' public. ' 
, Morris Mac Schwebel, an attorney who has been barred from prac~ 

ticing'before this Commission, was charged, in United States v. Morris 
Black, 'et al. (S.D.N. Y.) ; with rendering fraudulent legal opinions con­
earning the applicability of the registration requirements of the Se­
curities Act to the sale 6f the common stock of Great Sweet Grass Oils, 
Ltd. 'and Kroy Oils, Ltd. The indictment also charges .schwebel and 
the other defendants with arranging for the issuance of approximately 
3 million shares of Great Sweet Grass stock which were placed in the 
names of nominees and thereafter fraudulently distributed to the 
public. It is alleged that the defendants manipulated the price of 
the stock, on, the American Stock Exchange to facilitate the 
distribution. " . 

Several cases involving the promotion of 'insurance companies and 
the sale ~f their stock were prosecuted 'during the past fiscal year. 
Among these is United States v. Lefferdink' (D. Colo.), where an 
IS-count Indictment was returned charging Allan J. Lefferdink and 
5 others with defrauding the purchasers of the stock of Denver 
Acceptance Corporation which was organized purportedly to engage 
in the insurance bpsiness. The indictment alleges that proceeds from 
the sale of the stock were diverted to other companies belonging to 
Lefferdink, after investors had been told the money' would be used 
to ,promote one or more' insurance companies. ' 

Dr. Curtis L. Attaway, Sr. was one of the more "successful" pro­
moters prosecuted this year. He is charged in United States v. 
Attaway (W.D. La.), with fraudulently obtailling over $6 million in 
the sale of notes to approximately 4,000-investors. The indictment 
alleges that the defendant 'represented that the' profits from his 
various business ventures were so large and placed 11im in such a high 
federal 'income tax bracket that he could afford to ,pay' interest at 
'rates as high as 120 percent per year. 'It further alleges that, the 
defendant issued to purchasers of his notes checks for the dollar 
amounts of the loans, and rc:lpresented that, as long as the investors 
did not cash such checks,'he wOlild pay'interest ranging from'3 per-
cent to' 10 percent per month. , ' . ' 

At least $22 million worth of securities are alleged to have been 
converted to defendants' own use in' United States. v. Ei'Chler 
(S.D.N.Y.). Defendants Leo'SiilSheirrier, who .operated First Dis: 
coUnt Corporation, a factor of security purchases by customers of 
New York broker-dealers, Arthur Katz, Robert Eichler and William 
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Mulligan are charged with converting and selling securities which 
were pledged by such customers with First Discount Corporation. 

Near the close of the fiscal year, Edward M. Gilbert was indicted 
in the Southern District of New York for violating the anti-fraud 
provisions of the Secu.rities Act by selling stock of E. L. Bruce Com­
pany to the public without disclosing that he had converted up to 
$1,953,000 of -Bruce's funds. He was also charged with violating the 
registration provisions of the Securities Act, the insider reporting re­
quirements of the Securities Exchange Act and the Federal Wire 
Fraud -and Mail Fraud Statutes in' connection with his diversion of 
Bruce's funds. 

COMPLAINTS AND INVESTIGATIONS 

. Each of the Acts administered by the' Commission specifically 
authorizes investigations to determine whether specific violations of 
the Federal securities laws have occurred. 

The nine regional offices of th~ Commission, with the assistance. of 
their respective branch offices, are chiefly responsible for the conduct 
of investigations. In addition, the Office of Enforcement of the 
Division of T~ading and Exchanges of the Commission's headquarters 
office conducts investigations dealing with matters of particular inter­
est or urgency, either independently or assisting the ,regional offices. 
The Office of Enforcement also exercises general supervision over 
and coordination of the investigative activities of the regional offices. 
Its staff examines and analyzes the investigative findings and recom­
mendations of the regional offices and recommends appropriate action 
to the Commission. - . :. 

Prior to. the organizatio~ of the Office of Enforcement in September 
1962, certain of these functions were p((rformed by a Branch of 
Special Investigations, Trial and Enforcement, which had been.estab­
lished in October 1961 within the Division of Trading and Exchanges. 
This Branch was set up to assist p'articular regional offices in certain 
cases, to coordinate investigations affecting several regional. offices, 
and in some cases to assume responsibility for prosecuting multi­
regional investigations. Among other things, the Branch collabo­
rated with the.W ashington Regional Office in dealing with the serious 
enforcement problem in the Washington, D.C. are3;, reSUlting in 
injunctive and administrative pI:oceedings against numerous broker­
dealers; and it cooperated with several regional offices in an investi­
gation leading to the return of an indictment in the Southern District 
of Texas,.charging four defendants with fraud in the sale of stock of 
Ambrosia Minerals, ll).c. . 
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There are available to the Commission several sources of informa­
tion concerning possible violations of the provisions of the Federal 
securities laws. The primary source of information is complaints by 
members of the general public concerning the activities of certain 
persons· in securities transactions. The Division of Trading' and 
Exchanges and the regional offices give careful consideration to this 
information and, if it appears that violations of the Federal seCurities 
laws may have occurred, an investigation is commenced.; Other 
sources of information which are of assistance to the Commission in 
carrying out its enforcement responsibilities are the national securi­
ties exchanges, brokerage firms, state and Canadian securities authori­
ties, better business bureaus~ the National Association of Securities 
Dealers, Inc: and various law enforcement agencies. 
It is the Commission's general policy to conduct its investigations 

on a confidential basis. Such a policy is necessary to effective law 
ehforcement and to protect persons against whom unfounded or 
unconfirmed charges' might be made. The Commission investigates 
many complaints where no violation is ultimately found to have 
occurred. ·To conduct such' investigations publicly would ordinarily 
result in .hardship or embarrassment to many interested persons and 
might affect the market for the securities in question, resulting in 
injury to investors with no countervailing public benefits. Moreover, 
members of the public would have a tendency to be reluctant to fur­
nish information concerning violations if they thought their personal 
affairs would be made public. Another advantage of confidential 
investigations is that persons under suspicion of having violated the 
law are not made awar~ that their activities are under surveillance, 
since such awareness might have the effect of frustrating or obstruct­
ing the nlvestigation.. Accordingly, the Commission does not gen­
erally divulge the result of a nonpublic investigation unless it is made 
a matter of public record in proceedings brought before the Commis-" 
sion or in the courts. . 

When it appears that a serious violation of the Federal securities 
laws has occurred or is occurring, a case is opened and a full investi­
gation is conducted.G7 Under certain circumstances it becomes neces­
sary for the Commission to issue a formal order of investigation 
which appoints members of its staff as officers to issue subpoenas, to 
take testimony under oath and to require the production of documents. 
Usually this step is taken when the subjects of the investigation and 
others who may be involved are uncooperative and it becomes neces-

17 Prior to January 1, 1962, Information concerning a possible violation of the Federal 
securities laws was carried In a preliminary investigation file until a full seale investiga­
tion was begun or no violation was found. As of January 1, 1962, the category of 
preliminary investigations has been eliminated. 
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sary to use the subpoena power to complete the investigation of 
the case. During the past year 140 formal orders were issued in con­
nection with investigations handled through the Division of Trading 
and Exchanges. In addition, there were 23 formal orders issued upon 
recommendation of the Division of Corporation Finance. That Divi­
sion also conducts certain investigative work in connection with the 
processing of filings made with that Division under the Securities 
Act of 1933 and the Securities Exchange Act of 1934. 

When an investigation has been completed and enforcement action 
appears appropriate, the Commission may proceed in one of several 
ways. It may refer the case to the Department of Justice for crimi­
nal prosecution. The Commission may also, when appropriate, autho­
rize the institution of civil proceedings for injunctive relief to halt 
further violations of the Federal securities laws. In such event the 
complaint is filed with the appropriate United States District Court 
and the case is presented by a member of the Commission's staff. 
Finally, the Commission may institute administrative proceedings 
when its investigation indicates that a registration statement or report 
filed with it is false or misleading or omits required information, or 
that a broker-dealer or investment adviser registered with this Com­
mission is violating the Federal securities laws. 

The following table reflects in summarized form the investigative 
activities of the Commission during fiscal 1962 : 

Investigations of possible violations of the Acts administered by the Oommi8sion 

Preliminary Docketed 

Pending June 30, 196L________________________________________ 123 1,003 New cases_ _ __________________________________________________ 50 453 
Transferred from preliminary_________________________________ ______________ 128 

Total 

1,126 
503 
128 

Total ___________________________________________________ 1===1=73=I~==1~,584=I====1,=757 

Closed__________________________ __ _ __ _______ ______________ ____ 45 599 644 
Transferred to docketed_______________________________________ 128 ______________ 0128 
Pending at June 30,1962-------------------------------------- 0 985 985 

o The preliminary Investigation category was eliminated by the transfer December 31, 1961. of all pending 
P.1- 's (120) to docketed cases. 
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Continued progress was 'made during fiscal 1962 in reducing the 
'unlawful offer and sale· of Canadian' securities In the tJ~it.ed· State~. 
The continuing cooperation of respoI).sible CaJiladian officials a:nd 
segments of- the Canadian securities' ·mdustry has greatly reduced 
enforcement problems.' . 1, 

However, the problem has by no means ceased' to 'exist: During 
the past. fiscal year two former Toronto promotions were transferred 
to Nassau, British West Indies" and postal fraud orders were obtained 
against them at their new location. There are also· indications that 
some Ontario promoters are transferring their base of operations to 
the Northwest Territories and British Columbia. As new develop­
ments become known, the Commission has. instituted vigorous enforce­
ment procedures\ including steps resulting in issuance of postal fraud 
orders. . 

Although the' volume of violations has decreased, jurisdictional 
problems, including the status of the Supplementary Extradition 
Convention with Canada, remaiI). troublesome.58 ." 

The Commission continues, to maintain its Canadian Restricted 
List, which is a list of Canadian companies whose securities the Com­
mission has reason to believe currently are being, or recently have been, 
distributed in the United States in violation of' the registration 
requirements: of the Securities Act of 1933. Failure to comply with 
the registration requirements deprives investors of material informa~ 
tion: and facilitates false claims as to the worth of such securities. 
Thus investors are denied the essential protections provided by the 
Securities Act.. ' , 

The list, and supplements. thereto are issued to and published by the 
press' and copies. are mailed to all registered broker-dealers and are 
available to the public; The list serves as a warning to the public 
and alerts broker-dealers to the fact that transactions in the'securi­
ties of the companies mimed therein may be unlawful'. Most United 
States hroker~dealers refuse to, execute transactions. in such seCl~rities. 
Twelve supplements to the list were issued in Nsca11962. As. a result 
of more effective enforcement activities, it was necessary to add onTy 
9 names to the list during the year, compared to the 82 names added 
in fiscal 1960 and 47 in fiscal 1961. After deletion, upon com'pliance 
with established procedures, of 4 nam,es.during: the> year"the number of 
names on the list as' o:li June 30, 1962, was 258. 

The current;list; as ofS'eptember 30,1962 follows : . 

.. See 26th Annual Rep~rt, PP. 202-203 :for a deBcrlptlo~ of som'e of these problems. 
1 I '.!' ' 
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CANADIAN RESTRICTED ,LIST 

Abbican Mines Ltd. 
Adonis Mines Ltd. 
Alaska-Canadian Mining & Explora­

tion Co. Ltd. 
Alaska Highway'Beryllium Venture 
Aldor Exploration and Development 

Co. Ltd. 
A. L. Jobnson Grubstake, 
Alouette Mines, Ltd. 
Amador Highland Valley Coppers, 

Ltd. 
Ambassador Mining, Developments, 

Ltd. 
Americanadian Mining & Exploration 

Co., Ltd. 
Amican Petroleum & Natural Gas 

Corp., Ltd. 
Anthony Gas and Oil Explorations, 

Ltd. 
Anuwon Uranium Mines, Ltd. 
Apollo Mineral Developers, Inc. 
Associated Livestock Growers of 

Ontario 
Atlantis Industrial Development Co., 

Ltd. 
Atlas Gypsum Corp., Ltd. 
Ava Gold Mining Co., Ltd. 
Baranouri Minerals, Ltd. 
Barite Gold Mines, Ltd. 
Basic Lead and Zinc Mines, Ltd. 
Bengal, Development Corp., Ltd. 
Black Crow Mines, Ltd. 
Blue Springs Explorations 
Bonwitha Mining Co., Ltd. 
Burbank Minerals, Ltd. 
Cable Mines and Oils, Ltd. 
Caesar Minerals, Ltd. , 
Cairngorm Mines, Ltd. 
Cameron Copper Mines, Ltd. 
Canada Radium Corp., Ltd. 
Canadian Alumina Corp., Ltd. 
Canford Explorations, Ltd. 
Canol Metal Mines, Ltd. 
Cartier Quebec Explorations, Ltd. 
Casgoran Mines, Ltd: 
Central & Eastern Canada' Mines, 

(1958) Ltd. ' 
Centurion Mines, Ltd. 
Cessland Corp., Ltd. 
Cessland Gas and Oil Corp., Ltd. 
Colvllle'Lake Explorers, Ltd. 

Consolidated Easter Island Mines, 
Ltd. 

Consolidated Exploration & Mining 
Co., Ltd. 

Consolidated St. Simeon'Mines, Ltd. 
Consolidated Woodgreen Mines, ,Ltd. 
Continental Consolidated Mines & 

Oils Corp., Ltd. 
Copper Prince Mines, Ltd. 
Courageous Gold Mines, Ltd. 
Cove Uranium Mines, Ltd. 
Cree Mining Corp., Ltd. 
Crusade Pet!-,oleum Corp., Ltd. 
Davian Exploration, Ltd. 
Day jon Explorers, Ltd. 
Dempster Explorations, Ltd. 
Derogan Asbestos Corp.; Ltd. 
Devonshire Mining Co., Ltd. 
Devonshire Mining Syndicate 
Diadem Mines, Ltd. 
Dolmac Mines, Ltd. 
Dolsan l\iines,' Ltd. 

'Dominion Fluoridators, Ltd. 
Dominion Granite and Marble, Ltd. 
DuMaurier Mines, Ltd. 
Dupont Mining Co., Ltd. 
J1)agle Plains Developments, Ltd. 
Eagle Plains Explorations, Ltd. 
East Trinity Mining Corp. 
Eastern-Northern Explorations, Ltd. 
Elk Lake Mines, Ltd. 
Embassy Mines, Ltd. 
Explorers Alliance, Ltd. 
Export Nickel Corp. of Canada, Ltd. 
Fairmont Prospecting Syndicate 
Federal Chibougamau Mines, Ltd. 
File Lake Exp~orations, Ltd. 
Fleetwood l\lining and Exploration, 

Ltd. 
Flint Rock Mines, Ltd. 
Font Petroleums, Ltd. 
Foreign Exploration Corp., Ltd. 
The Fort Hope Grubstake 

. Franksin Mines, Ltd. 
Gasjet'Corp., Ltd. 
Genex Mines, Ltd. 
Georay Prospecting Syndicate 
Golden Algoma Mines, Ltd. 
Golden Hope Mines, Ltd. 
,Goldmaque Mines, Ltd. 
Grnnwich Mines, Ltd. 
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CANADIAN RES'qUCTED LIST-Continued 

Guardian Explorations,· Ltd. ' 
Haitian Copper Mining Corp., Ltd. 
Hallmark Explorations; Ltd. 
Hallstead Prospecting Syndicate 
Jack Haynes Syndicate 
Hoover Mining imd Exploration, Ltd. 
Ibsen Cobalt-Silver Mines, ,Ltd. 
Inlet Mining Corp., Ltd. 
International Ceramic Mining, Ltd. 
International Claim Brokers, Ltd. 
Irando Oil and Exploration, Ltd. 
Jacmar Explorations, Ltd. ' 
Jaylac Mines, Ltd. 
Jilbie Mining Co., Ltd. 
J omac Mines, Ltd. 
Kateri Mining Co., Ltd. 
Kelkirk Mines, Ltd. 
Kelly-Desmond Mining Corp., Ltd. 
Kennament Development Corp., Ltd. 
Key West Exploration Co., Ltd. 
Kimberly Copper Mines, Ltd. -
Kipwater Mines, Ltd. 
Kordol Explorations, Ltd. 
Korich Mining Co., Ltd. 
Kukatush l\fining Corp. 
Kl,lskokwim Grubstake 
Ladysmith Explorations, Ltd. 
Lake Kingston Min~s, Ltd. 
Lake Otter Uranium Mines, Ltd. 
Lama Explorations and l\lining Co., 

Ltd. 
Lambton Copper Mines, Ltd. 
Larutan Petroleum Corp., Ltd. 
Lavandin Mining Co. 
Lavant Mines, Ltd. 
Leader Mining Corp., Ltd. 
Lee Gordon Mines, Ltd. 
Lindsay Explorations, Ltd. 
Lucky Creek Mining Co., Ltd. 
Lynwatin Nickel Copper, Ltd. 
Mack Lake Mining Corp., Ltd. 
Magni Mining Corp., Ltd. 
Mallen Red Lake Gold Mines, Ltd. 
Maple Leaf Investing Corp.; Ltd. 
March Minerals, Ltd. 
Mari,an Lak~ Mines, Ltd. 
Marpic Explorations, Ltd. 
Marpoint Gas & Oil Corp., Ltd. 
Mattagami Explorers Corp:, 
Megantic Mining Corp.- , 
l\ferrican'International Mines, Ltd. 

672175--63----11 

Mexicana Explorations, Ltd. 
Mexuscan Development Corp. 
Midas Mining Co., Ltd. 
Mid-National Developments, Ltd. 
Mile 18 Mines,. Ltd. 
Milldale Minerals, Ltd. 
Mina-Nova.Mines, Ltd. 
Minden Land Enterprises, Ltd. 
l\1ineral Exploration Corp., Ltd. 
Missile Metals and Mining Corp., Ltd. 
Monarch Asbestos Co., Ltd. 
Monitor Gold Mines, Ltd. 
Monpre Mining Co., Ltd. 
Montclair Mining Corp., Ltd. 
Mylake Mines, Ltd. 
National Telepix (Canada), Ltd. 
Nationwide Minerals, Ltd. 
Natto Mining Co., Ltd. 
N eeland Flin Flon Mining and 

Explorations, Ltd. 
New Campbell Island Mines, Ltd. 
New Faulkenham Mines, Ltd. 
New Hamil Silver-Lead Mines, Ltd. 
New Mallen Red Lake Mines, Ltd. 
New Metalore Mining Co., Ltd. 
New Spring Coulee Oil and Minerals,-

Ltd. , 
New Surpass Petrochemicals, Ltd. 
Norbank Explorations, Ltd. 
N orcopper and Metals Corp. 
Normalloy Explorations, L,td. 
Norsco Mines, Ltd. 
Norseman Nickel Corp., Ltd. 
North American Asbestos Co., Ltd. 
North Gaspe Mines, Ltd. 
North Lake Mines, Ltd. 
North Tech Explorations, Ltd. 
Northport Mineral Explorers, Ltd. 
Nortoba Mines, Ltd. 
Nu-Gord Mines, Ltd. 
Nu-Reality Oils, Ltd. 
Nu-World Uranium Mines, Ltd. 
Olympus Mines, Ltd. 
Outlook Explorations, Ltd. 
Palliser ~etroleums, Ltd. 
Pantan Mines, Ltd. . 
Paramount Petroleum & Minerals 

Corp., Ltd. 
Peace River Petroleums, Ltd. 
Pick Mines, Ltd. 
Plexterre Mining Corp" Ltd. 
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CANADIAN RESTRICTED LIST-Continued 

Prestige Lake Mines, Ltd. 
Primary Gold Mines, Ltd. 
Prudential Petroieums, Ltd. 
Quebec Graphite Corp. 
Queensland Explorations, Ltd. 
Quinalta Petroleum, Ltd. 
Rambler Exploration Co., Ltd. 
Red River Mining & Exploration, Ltd. 
Regal Mining & Development, Ltd. ' 
Resolute Oil and Gas Co., Ltd. 
Revere Mining Corp., Ltd. 
Riobec Mines, Ltd. 
Roberval Mining ~orp. 
Rockroft Explorations, Ltd. 
Rothsay Mines, Ltd. 
Roxton Mining & Development Co., 

Ltd. 
St. Anthony Mines, Ltd. 
St. Lawrence Industrial Dev. Corp. 
St. Stephen Nickel Mines, Ltd. 
Saskalon Uranium and Oils, Ltd. 
Sastex Oil and Gas, Ltd. 
Savoy 'Copper Mines, Ltd. 
Seaboard Industries, Ltd.' 
~envil Mines,' Ltd. 
Sheba Mines, Ltd. 
Sheraton Uranium Mines, Ltd. 
Shoreland Mines, Ltd. 
Sico Mining Corp., Ltd. 
Sinclair Prospecting Syndicate 
South Seas Mining, Ltd .. 
Space Age Mines, Ltd. 
Stackp~ol'Mining Co., Ltd. 
Strathcona Mines, Ltd. 
Sturgeon Basin Mines, Ltd. 
Success ;Mines, Ltd. 
Sudbay Beryllium Mines, Ltd. 
Sudbay Exploration and Mining, Ltd. 

Swift Cooper Mines, Ltd. 
Tabor Lake Gold Mines; Ltd: 
Taiga Mines, Ltd. 
Tamicon Iron Mines, Ltd. 
Taurcanis Mines, Ltd. 
Temanda Mines, Ltd. 
Territory Mining Co., Ltd. 
Trans Nation Minerals, Ltd. 
Trans-Oceanic Hotels Corp., Ltd. ' 
Trenton Petroleum & Minerals Corp., 

Ltd. 
Tri-Cor Mining Co., Ltd. 
Triform Explorations, Ltd. 
Triform Explorations (B.C.), Ltd. 
Trio Mining Exploration, Ltd. 
Trojan Consolidated Mines, Ltd. 
Tumac Mining & Development Co., 

Ltd. 
Turbenn Minerals, Ltd. 

• Turzone Explorations, Ltd. 
Tyndal Explorations, Ltd. 
Upper Ungava Mining Corp., Ltd. 
Val Jon Exploration, Ltd. 
Val Ray Explorations, Ltd. 
Venus Chibougamau Mines, Ltd. 
Ver-Million Gold Placer Mining, Ltd. 
Vico Explorations, Ltd. 
Vimy Explorations, Ltd. 
Viscount Oil and Gas, Ltd: 
Wakefield Uranium Mines, Ltd. 
Webbwood Exploration Co., Ltd. 
Western Allenbee Oil and Gas Co., 

Ltd. 
Westwind Explorations, Ltd; , 
Windy Hill Mining Corp. 
Wingdam & Lightning Creek Mining 

Co., Ltd. 
Yukon Prospectors' Syndicate 

SECTION OF SECURITIES VIOLATIONS 

A Section of Securities Violations is maintained by the Commis­
sion as a part of its enforcement program to provide a further means 
of detecting and preventing fraud in securities transactions. The 
Section mailitains files providing a clearinghouse for other enforce­
ment .agencies for information concerning persons who have been 
charged with violations of various Federal and state securities stat­
utes. Considerable info~ation is also available concerning violators 
resident in the Provinces of Canada. The specialized information in 
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these files is kept current through the cooperation' of the U.S. Post 
Office 'Department, the Federal Bureau of Investigation, parole and 
probation officiais, state' securities ,authorities,' Federal and state 
prosecuting attorneys, police officers, better business bureaus, cham­
bers of commerce and,other agencies. At the end of the fiscal year 
theSe records, contaIned information concerning 79,000, persons 
against whom: Federal or state action had been taken in connection 
with securities violations. In keeping these records current, there 
were added during the fiscal year items of information concerning 
8,761 persons, including 2,601 persons not previously ~dentified in these 
records. 

The Section issues ~nd distributes quarterly a securities violations 
bulletin containing mformatiori received during the period concern­
ing violators and showing new charges and developments in pending 
caseS. The bulletin includes a' "wanted" section listing the names and 
references to bulletins containing descriptive information as to per­
sons wanted on securities violations charges. The bulletin is distrib­
uted to a limited number of officials of cooperating law enforcement' 
and other agencies in the United States and ,Canada. ' 

Extensive use is made of the information available in these records 
by regulatory and law enforcing officials. Numerous'requests are 
received each year for special reports on individuals in add,ition to 
the information supplied by regular distribution of the quarterly 
bulletin. All available information is supplied in response to 
inquiries from law enforcement agencies. During the fiscal year the 
Commission receiv~d ,and disposed' of 1,920 "securities violations" 
letters or reports and dispatched 450 communications to cooperating' 
agencies. ' ' 

APPUCATION FOR NONDISCLOSURE OF CERTAIN INFORMATION 

The Commission is authori~~d wider the various Acts,administered 
by it to grant requests for nondisclosure of certain types of informa­
tion which would otherwise be disclosed to the public in applications, 
reports or other documents filed pursuant to these statutes. Thus, 
under paragraph (30) of Schedule A of the Securities Act of 1933, 
disclo~ure of any portion of a material contract is not required if the 
Commission determines that such disclosure would impair the value 
of the contract and is not n~essary for the protection of investors. 
Under Section 24(a) of the S,ecurities Exchange Act of 1934, trade, 
secrets or processes' need not be disclosed in any material filed with 
the Commission. Under Section 24(b) of that Act, written objection 
to public disclosure of information contitined. in any material ,filed 
with the Commission may be made to the Commission which is then 
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authorized to make public ,disclosure of such information only If in 
its judgment such disclosure is in the public interest. Similar pro­
visions are contained in Section 22 oUhe Public Utility Holding Com­
pany Act of. 1935 and in Section 45 of the Investment Co~pany Act 
of 1~40. These statutory provisions have been'i~plemented by rules 
specifying the procedure to be followed by applicants seeking 
determination that public disclosure is not necessary in a particular 
case. 

The number of applications granted, denied or otherwise acted 
upon during the year are set forth'in the following table: 

Applications jor nondi8closU,1."6 du~ing 1962 fiscaZ 1J611:T 

Number Number' Number 
pending Number Number denied pending' 
July I, received granted or with- June 30, 

1961 drawn 1962 

--------------1---------------
Securities Act of 1933 " _____________________________ _ 
Securities Exchange Act of 1934 • _______________ ~ ___ _ 
Investment Company Act of 1940 , _________________ _ 

Totals ________________________________________ _ 

~ FlIed under Rule 485 . 
• Flied under Rule 24b-2. 

, • FlIed under Rule 45a-l. 

5 
8 
o 

13 

61 
11' 
15 

87 

43 
2 

15 

19 
1 
o 

20 

4 
16 
o 

, 20 

ACTIVITIES OF THE ,COMMMISSION IN ACCO~NTING AND AUDITING 

The several Acts administered by the .Commission recognize the 
importance of depe~dable informative financial statements which 
disclose the financial status and earnings history of a corporation or 
other commercial entity. These statemel1ts, whether filed'in compli-: 
ance with the requirements under those statutes or included in other 
material available to stockholders or prospective investors, are indis­
pensable to investors as a basis for inv~tment decisions. The Con­
gress, cognizant of the fact that such statements lend themselves 
readily to misleading inferences or even deception, whether or not 
intended, included express provisions with respeCt to disciosure 
requirements. Thus, for example, the Securities Act requires the 
inclusion in the prospectus of balance sheets and profit and loss state~ 
ments "in such form as the Commission shall prescribe" 59 and author­
izes the Commission to prescribe the "Items or detaiis to be ',shown 
in the balance sheet and earnings statement, and the methods to be 
followed in 'the preparation of accounts .. '." 60 Similar authoritY, 
is contained in the Securities Exchange ~ct,61 and even more compre-

I 

GO Sections 7 and 10(a) (Schedule A, pars. 25,26). 
e. S~ctlon 19 (a); 
01 Section 18(b). 
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:hensive . power' 'is embodied in the Investment Company Act 62 and 
the Public Utility' Holding Company Act.63, 
, Pursuant to the hroad 'rule-making power thus conferred with 
respect to the p~eparation and presen'tation of financial statements, 
the Commission has prescribed uniform systems of accounts for. corri.­
'panies'subject to the Holding Company Act; 64 has adopted rules 
under the Securities Exchange Act governing accounting and audit­
ing of securities brokers and dealers; 65 and has promulgated rules 
contained in a single comprehensive regulation, identified as Regu­
lation'S-X,66 which govern the form and content of financial state­
ments filed in compliance with the several Acts. This regulation is 
supplemented by the Commission's Accounting' Series Releases, of 
which 93 have so far been issued. These releases were inaugurated in 
1937 and were designed as a program for making public, from time 
to time, opinions on accounting principles' for the purpose of con­
tributing to the development of uniform standards and practice'in 
major accounting questions. The rules and regulations thus estab­
lished,' except for the, uniform systems' of accounts which are regu­
latory reports, prescribe accounting principles to be followed only in 
certain limited areas. In the large area of financial reporting not 
covered by such rules, the Commission's principal means of providing 
investors protection from inadequate financial reporting, fraudulent 
practices and over-reaching by management is by requiring a certifi­
cate of an independent public accountant based on an audit performed 
in accordance with generally accepted auditing standards which 
expresses an opinion as to whether the financial statements are pre­
sented fairly in conformity with accounting principles and practices 
which are recognized as sound and which have attained general 
acceptance. 

The Securities Act provides, that the financial statements required 
to be made available to the public through filing with the Commission 
shall be certified by "an independent public or certified accountant." 67 

The other three statutes permit the Commission to require that such 
statements be accompanied by a certificate of an independent public 
accountant,68 and the Commission's rules require, with minor excep-

62 Sections 30, 31. 
,63 Sections 14, 15, , 
.. Uniform System of Accounts for Mutual Service Companies and Subsidiary Service 

Companies (effective August I, 1936); Uniform System of Accounts for Public Utlllty 
Holding Companies (effectiye January I, 1937; amended elfectlve January 1, 1943; revised 
November 24,19(9), (Accounting Series Release No. 84). 

63 Rule 17a-5 and Form X-17A-5 thereunder . 
.. Adopted February 21, 1940 (Accounting Series Release No. 12) ; revised December 20, 

1950 (Accounting Series Release No. 70) . 
• , Sections 7 and 10(a) (Schedule A, pars. 25, 26) • 
.. Securltles Exchange Act, Section 13(a)I(2) ; Investment Company Act, Section 30(e) ; 

Holding Company Act, Section 14. 
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tions, that they be so certified. The value of certification by qualified 
accountants has been conceded for many years, but the requirement 
as' to independence, long recogllized and adhered to by some individual 
accountants, was for the first time authoritatively and explicitly intro­
duced into law in 1933. The Commission's rules accept an accountant 
who is qualified to practice in his own state as qualified to practice 
before the Commission unless he has entered into disqualifying rela­
tionships with a particular client, such as becoming a promoter, under­
writer, voting trustee; director, officer, employee, or stockholder; 69 or, 
in rare cases, has demonstrated incompetence, subservience to the man­
agement, or has engaged in unethical or improper professional con­
duct.70 The Commission endeavors to encourage and foster the inde­
pendence of the accountant in his relationships with his client so that 
he may better be able to perform the service to the public contem-
plated by the Congress in the various Acts. , 

The Commission had occasion during the year to issue for the first 
time an opinion 71 regarding the independence of a certifying account­
ant who also acts as counsel for the .registrant. The Commission's 
opinion included the following statements: 
Though owing a public responsibility, an attorney in acting as the client's 
advisor, defender, advocate and confidant enters into a personal relationship in 
which his principal concern is with the interests and rights of his client. The 
requirement of the Act of certification by an independent accountant, on the 
other hand, is intended to secure for the benefit of public investors the detached 
objectivity of a disinterested person. The certifying accountant must be one 
who is in no way connected with ·the business or its management and who does 
not have any relationship, that might affect'the independence which at times 
may require him to voice public criticisms 9f his client's accounting practices. 

In our opinion, the partner's relationship as attorney for the registrant here 
during the same period covered by his firnl's certification disqualified him and 
~he firm of which he was a partner from certifying registrant's financial state­
ments as independent accountants . 

. The Commission is vigilant in its efforts to assure itself that the 
audits which it requires are performed by independent accountants; 
that the information contained in the financial reports represents 
full and fair disclosure and that appropriate auditing and accounting 
practices and standards have been followed in their preparation.' In 
addition it recognizes that changes and new developments in financial 
and economiG conditions affect the operations and financial status 
of the several thousand commercial and industrial companies r~uired 

.. See, for example, Rule 2-01 of Regulation S-X. 
_,. See, for example, Securities Exchange Act Release No. 3073 (1941); 10 S.E.C. 982 

(1942); Accounting Series Release No. 68 (1949); Accounting Series Release No. 82 
(1959) ; and Accounting Series Release No. 88 (1961). See also Accounting Series Release 
Nos. 91 !lnd 92 (1962) which are discussed at page 154, In/ra. 

n American Finance Oompanl/, Inc., Securities Act Release No. 4465 (March 19, 1962). 
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to file statements with the Commission and that accounting and audit­
ing procedures cannot remain static and continue to serve well a 
dynamic economy. The Commission's accounting staff, therefore, 
studies the changes and new developments for the purpo~e of estab­
lishing and maintaining appropriate accounting and auditing policies, 
procedures and practices for the protection of investors. The pri­
mary responsibility for this program rests with the Chief Accountant 
of the Commission, who has general supervision with respect to 
accounting and auditing policies and their application.' . 
, Progress in these activities requires continuing contact and consui­
tation between the staff, and accountaJ;lts both individually and 
through such representative groups as, among others, the American 
Accounting Association, the American Institute of Certified Public 
Accountants, the American Petroleum Institute, the Finan'cial Ana:­
lysts Federation, the Financial Executives Institute, and the National 
Association of Railroad and Utilities Commissioners, as well as mitny 
Government agencies. Recoguizing the importance of cooperation 
in the formulation of accounting principles and, practices, 3:dequate 
disclosure an,d auditing procedur~s which will best serve the interests 
of investors, the American Institute of Certified Public Accountants, 
the Financial Analysts Federation and the FinaI).cial Executives Insti­
tute appoint committees which maintain liaison with the Commission's 
staff. The Commission 'on its part has authorized its Chief Acco)lnt­
ant to continue to serve as a ,member of an advisory committee to the 
accounting principles board of the American Institute of, ,Certifi~d 
Public Accountants. 

The many daily decisions to be made require the attention of,some 
of the Chief Accountant's staff. These include questions raised by 
each of the operating divisions of the Commission, the regional offices; 
and the Commission. As a result of this day'-to-day activity of the 
Commission and the need to keep abreast of current accounting prob­
lems, the Chief Accountant's staff continually reexamines accounting 
and auditing principles and practices. From time to time members 
of the staff are called upon to assist'in field investigations, to partici­
pate in hearings and to review opinions insofar as they pertain to 
accounting matters. 
, Prefiling and other conferences,' in person or by telephone, with 
officials of corporations, practicing accountants and others are also an 
important part of the work of the staff .. Resolution of questions and 
problems in this manner' saves' registrantS· ,and their representatives 
both time and expense. 

Many specific accounting arid auditing. problems are disclosed in 
the examination of financial statements required to be filed with the 
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Commission. 'Where examination reveals that the rules and regula-
tions of the Cominission have not been complied with or that appli-' 
c3:ble generally accepted accounting principles have not been adhered 
to, tJ::te examining division usually notifies the registrant'by an infor" 
II).alletter of comment. These letters of comment and the correspond: 
ence or conferences that follow continue to be a most convenient and 
satisfactory method of effecting corrections and improvements in 
financial statements, both to registrants and to the Commission's staff. 
Where particul~rly difficult or novel qU:estions arise which camiot be 
settled by the accounting staff of the divisions and by the Chief 
Accountant, they are referred to the COmlnission 'for consideration 
and decision. ' 
, These p~ocedures are particularly 'appropriate in resolving the 
problems which arise in connection with initial filings made by new 
corporate entities and by corporations whose securities had been 
closely held or traded over the counter. During the past yeaf:many 
such filings were made by companies whose'business' is closely associ-' 
ated with rapidly growing' te'chnological and scientific developments 
and with our expanding population, as in real estate and'recreational 
activities. . , , , 

Certain special problems related to reai estate filings and the in­
crease in their number indicated the need for a new form designed to 
provide' adequate disclosure of the p'roblem areas. . The Chief 
Accountant and his staff cooperated with other divisions of the Com­
miSsion in the preparation of a new Form'S-ll for this purpose which 
was adopted effective December 1,1961.72 ' • 

The Corninission also adopted, on June 12, 1962; new R)lles 13a-15 
and 15d-15 under the Securities Exchange Act, and new Form 7-K to 
require real estate companies to file quarterly reports of gross income,. 
expense arid net' income; cash available for distribution; and 
distributions to shareholders.73 

Difficulties often arise in connection with initial filings because 
accountants and other advisers who serve the registrant have not had 
any prior experience with the Commission. In some cases these per­
sons have not familiarized themselves with the rules and regulations 
of the Commission-particularly the instructions as to financial state­
ments required by 'the forms, the rules relating to independence 
of the certifying accountant, and those relating to the form and content 
of financial statements as set forth in Regulation S-X. 

Some of the current pr:6blems in initial filings are created because 
audits had not been made in years preceding the filing of a registration 

.. Securities Act Release No. 4422 . 

.. Securities Exchange Act Release No. 6820 and Securities Act Release No. 4499 
(June 12, 1962). 
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statement or the audits for prior years did not measure up to generally 
accepted auditing standards and procedures, particularly with 
respect to verification of inventories and rece~vahles. These standards 
require the observation of inventory taking and the confirmation of 
receivables ~here practicable and reasonable'if eithl:)r of these assets 
represents a significant proportion of the current assets. Where these 
procedures have not been applied, the auditor lIlust satisfy himself as 
to the reasonableness of inventories for prior years by ,other appropri­
ate audit~ng procedures. In some instances this is very difficult be­
cause the client may not have taken an inventory at the end of any 
prior year or because inventory records for such years are incomplete 
or may have been destroyed. Failure to adequately verify inventories 
and receivables may preclude expression of an opinion as to the fair­
ness of the financial statements taken as a, whole since discrepancies 
may exist which would materially affect the income, earned surplus, 
and working capital. ' 

During the year it came to the attention of the Commission that 
wide variations had developed, in the certificates of independent ac­
countants with respect to representations concerning the verification 
of inventories of prior years in first audits. In some cases such 
representations have raised a question as to whether the certifying 
accountant intended to limit his opinion regarding the fairness of pre­
sentation of the income statements. Accordingly, an Accounting 
Series Release 74 was issued to reemphasize that our rules under the 
Securities Act require that registration statements contaiil a certificate 
of an independent accountant based on an audit con,ducted in accord­
ance with generally accepted auditing standards and procedures. 

The Chief Accountant and his staff cooperated with other divisions 
of the Commission and the industry in the ,preparation of proposals 
to amend Articles '7 and 12 of Regulation S-~ governing the form 
and content 'of financial statements, and schedules filed by insurance 
companies other than life and title insurance companies. The revision 
of Articles '7 and 12 which was adopted July 26, 1961,75 reflects 
changes in requirements of .the ,annual ,statement filed with state 
regulatory authorities and developments in insurance reporting since 
those articles were originally adopted. Details of these changes were 
discussed in last year's report. ,Similar cooperative effort ~uring the 
year resulted also in the development of a proposed amendment to 
Regulation S-X which would add to that regulation provisions gov­
erning the form and content of financial statePlents and related sched­
ules to be filed by life insurance companies. ~6 

" Accounting Series Release No. 90 (l\Iarch 1, 1962). 
,. Accounting Series Release No. 89. 
7. Hecurltles Act Release No. 41)25 (August 20, 1962). 
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During the year the 'Chief Accountant and his staff participated in 
the determination of requirements regarding disclosures and financial 
statements pertaining to employee stock purchase, savings or similar 
plans. O~ July 23, 1962, ,a new Form ll"':K was adopted for use in 
filing annual reports with respect to such plans, and Regulation S-X 
was amended by the addition of a.new Article 6C which prescribes the 
form and content of the financial statements to be filcdY 

Shortly after the close of the fiscal year, the Commission issued its 
findings, opinions, and orders in two proceedings under Rule 2(e) of 
its Rules of Practice. In ArthWr Levison,78 the Commission found 
that Levison, a certified public accountant, was not in fact independ­
ent with respect to a registrant and was therefore disqualified under 
Rule 2-01(b) of Regulation S-X from certifying its financial state­
ments. Levison's lack of independence resulted from the facts that 
he had been an employee of the registrant and had served as a director 
of an associated company during the period under report. In addi­
tion he certified materially false and misleading financial statements 
of the registrant and an affiliated company without having audited 
or ever having seen the books and records of.either company. Be­
cause Levison's conduct constituted a serious breach of the standards 
of hls profession and of his responsibilities to the Commission and 
to the public, he was denied the privilege of practicing before the 
Commission. 

In Morton I. Myers,'9 the Commission held that Myers, a certified 
public accountant, engaged in unethical and improper professional 
conduct when he prepared a balance sheet for a "proposed corpora­
tion", on the basis of ,information supplied over the telephone by a 
client and sent the statement to the client with a covering letter ad­
dressed to the "Board of Directors," which falsely stated that he had 
examined the books and records of the "corporation." The balance 
sheet was used to obtain a bank loan, the proceeds of which were used 
to purchase control of a company whose stock was listed on the 
American Stock Exchange. After consideration of several factors 
urged by Myers in mitigation of his conduct, the Commission ruled 
that Myers should be denied the privilege of appearing or practicing 
before the Commission without its prior approval and that no appli­
cation for approval would be entertained for a period of 1 year from 
the date of the order .. 

,. Accounting Series Release No. 93 (July 23, 1962). 
18 Accounting Series Release No. 91 (July 20,1962). 
10 Accounting Series Release No. 92 (July 20, 1962). 
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INTERNATIONAL BANK, FOR RECONSTRUCTION AND DEVEWPMENT 
, , 

:, Section 15 'of the Bretton Woods Agreements Act, as amended, ex-' 
empts from registration 'under both the Securities Act of '1933 and 
the' Securities Exchange Act of 1934 securities issued, or guaranteed 
as to both principal and interest, by the International Bank' for' 
ReconstructiOli and Development. The Ballk is required to file With 
the Conimission such annual and other reports with respect to such 
securities as the Commission shall determine to be appropriate in view 
of the special character of the Bank and its operations and necessary 
in the public interest or for the protection of investors. - The Com­
mission- has, pursuant to the above authority, adopted ,rules requiring 
th:e Bank to file quarterly reports and also to file copies of:each annual 
report of'the Bank to its board of governors. The Bank is also' re­
quired to'file reports with the Commission'in advance:of any' distri­
bution in the United States of its primary obligations. "The 'Commis­
sion, acting in consultation with the National Advisory CounCil on. 
International Monetary and Financial Problems, is authorized ,to 
suspend the exemption at any time as to' any or all securities issued 
or guaranteed by the Bank during the period of such suspension~ '" .' 

During the Bank's last fiscal year ending June 30, 1962; the Bank 
made 29 loans totaling the equivalent of $882.3 million, compared with 
a total of $610 million last'year. The loans were made in Argentina, 
Australia, Austria, Colombia (2 loans)~ Costa Rica (2 loans) "Ethi­
opia (2 loans), Finland, Ghana, Iceland, India (5 loans), Israel; 
Japan, Kenya, Mexico (2 loans), Peru, Philippines (2 loans), South, 
Africa (2 loans), Trinidad, and ',l'obago, and Venezuela. This 
brought the gross total of loan commitments at June 30 to $6;672;8 
million~ By June 30, as a result of cancellations, repayments, sales 
of loans and exchange adjustments, the portions of loans signed still 
retained by the Barik had been reduced'to $4,665.4 milli<?,n. , 

During the year the Bank sold or agreed to sell $318.8 million 
principal amount of loans. ' On June 30, the total sales 0'£ loans 
amounted to $1,332 million, of which all exCept $69 llliilion was 
without the Bank's guarantee. '. 

The outstanding funded debt of the Bank amounted to $2,520.8 
million on June 30, 1962, reflectmg a net increase of $292.3 million 
in the past year., During the year there was a gross' increas~. i~ 
borrowings of $463 million. This 'increase consisted of three. public 
b()nd issues, including an Italian lire issue in the amount of Lit. 15 
billion (U.S; $24 million), a $100 miliion U.S.' dollar i!,sne, and a Swiss: 
franc issue in ,the 'amount of Sw F 1QO mm~~)I~' ($23~~'~llion); the' 
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private placement of an issue of $100 million of U.S. dollar bonds; 
the drawing down of the Swiss franc borrowing of Sw F 100 million 
($23.2 million) of October 1961; the drawing down of U.S. $120 
million and the balance of DM 250 million ($62.5 million) of the 
German borrowing of August 1960, and the delivery of $10 million of 
bonds which had been subject to delayed delivery arrangements. The 
funded debt was decreased by $170.7 million as a result of the maturing 
of $122.7 million of bonds, the redemption of Sw F 100 million 
($23.2 million), the revaluation of the Canadian dollar issues by $3.2 
million, $4.5 million of unissued bonds which were subject to delayed 
delivery, and sinking and purchase fund transactions amounting to 
$17.1 million. 

During the fiscal year, Laos (with a capital subscription of $10 
million), Liberia ($15 million), New Zealand ($166.7 million), Nepal 
($10 million) and Cyprus ($15 million) became members of the Bank; 
the Dominican Republic was readmitted to membership in the Bank 
with a capital subscription of $8 million; and Syria resumed separate 
membership in the Bank with a capital subscription of $20 million. 
At June 30,1962, the Bank had 75 members with capital subscriptions 
totaling $20,484.8 million. 

INTER.AMERICAN DEVELOPMENT BANK 

The Inter-American Development Bank Act, which authorizes the 
United States to participate in the new Inter-American Development 
Bank, provides an exemption for certain securities which may be 
issued by the Bank similar to that provided for securities of the Inter­
national Bank for Reconstruction and Development. Acting pursuant 
to this authority, the Commission adopted Regulation lA, which 
requires the Bank to file with the Commission substantially the same 
information, documents and reports as are required from the Interna­
tional Bank for Reconstruction and Development. The Bank is also 
required to file a report with the Commission prior to the sale of any 
of its primary obligations to the public in the United States. Up to 
June 30, 1962, no such sales had been made. . 

During the year ending June 30, 1962, the Bank made 37 loans 
totaling the equivalent of $131,607,014 from its ordinary capital 
resources, bringing the gross total of loan commitments at June 30, 
to 49 loans aggregating $156,102,014, including $450,000 representing 
one loan which was cancelled. During the year, the Bank sold or 
agreed to sell $4,197,632 in participations in the aforesaid loans, all of 
such participations being without the guarantee of the Bank. The 
loans from the Bank's ordinary capital resources were made in Argen­
tina, Brazil, Chile, Colombia, Costa Rica, Ecuador, EI Salvador, Gua­
temala, Honduras, Mexico, Nicaragua, Paraguay, Peru and Uruguay. 
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During the year the Bank also' made 14 loans 'from, its FUnd for 
Special Operations totaling the equivalent of $39,035,000, bringing 
the gross total of loan commitments at June 30, to 21 loans aggregating 
$68,185,000, including, .$150,000' representing one loan which was 
cancelled. The Bankmade 36 loans from the Social Progress Trust 
Fund, which it administers ,for the'United States, aggregating $223,-
787,000. Lending operations of the Trust Fund commenced during 
the period. 

The outstanding funded debt of the Bank on' June 30;.1962, was 
Italian lire equivalent to $24,193,548 resulting fro~, the sale of its 
bonds in Italy. , _ 

The subscribed capital of the Bank on, June' ,30, 1962; was the 
equivalent of $813,160,000, of which $431,580,000 represented.callable 
capital. 

STATISTICS AND ~PECIAL STUDIES 

During the past fiscal year the Branch of Economic Research con­
tinued its regular work in· connection with the statistical activities of 
the Commission and the overall Government statisticalprograni. under 
the direction of the Office of Statistical Standards, Bureau of the 
Budget. In addition, the Branch of· Exchange Regulation' continued 
its compilation of data on the stock market. 

The statistical series described below are published in the Commis­
sion's Statistical Bulletin and in' addition, ex~ept for data, on 
registered issues, on corpor~te pensiqn funds, and on ~he stock market, 
current figures· and analyses of the .data are published in q~arterly 
press releases. 

Issues Registered Under the Securities Act of 1933 

Monthly statistics are compiled on the number and volume of 
registered 'securities, classified by industry of issuer, type of security, 
and use of proceeds. Summary statistics for the years 1935-62 are 
given in Appendix Table 1 and detailed statistics for the' fiscal year 
1962 appear in Appendix Table:2. . 

New S~urities Offerings 

This is a monthly and quarterly series covering all ne~ corporate 
and noncorporate issues, offered, for cash sale ,in the United States. 
The series includes not only issues, pu~licly , offered, but a!so. issues 
privately placed, as well as other issues exempt fro;ffi registration 
under the Securities Act such as intrastate offerings and. railroad 
securities. The offerings series includes'only securities actually offered 
for cash sale, and only issues offered for"account of'issuers. Annual 
statistics on new offerings for recent yea~s as :~ell as monthly fi~re's 

• J..' . 
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from January 1961 through June 1962, are given in Appendix Tables 
3,.4, and 5; 

Estimates of the net cash flow through securities transactions are 
prepared quarterly and are derived by deducting from the amount of 
estimated gross proceeds received by corporations through the sale 
of securities the amount of estimated gross payments by corporations 
to investors for securities retired. Data on gross issues, retirements 
and net change in securities outstanding are presented for all corpora­
tions and for the principal industry groups. 
Individuals' Saving' 

The Commission compiles quarterly estimates of the volume and 
composition of individuals' saving .in the United States. The series 
represents net increases in individuals' financial assets less net 
increases in debt. The study shows the aggregate amount of saving 
and the form in which the saving occurred, such as investment in 
securities, expansion of 'bank deposits, increases in insurance and 
pension reserves, etc. A reconciliation of the Commission's estimates 
with the personal saving estimates of the Department of Co~nmerce, 
derived in connection with its national income series, is published 
annually by the Department of Commerce as well as in the Securities 
and Exchange Commission Statistical Bulletin. 
Corporate Pension Funds 

A.n annual survey is made of pension plans of aU United States 
corporations where funds are administered by corporations them­
selves, or through trustees. The survey shows'the flow of money into 
these funds, the types of assets in which the funds are invested and the 
principal items of income and expenditures. 
Financial Position of Corporations 

The series on the working capital position of all United States 
corporations, excluding banks, insurance companies and savings and 
loan associations, shows the principal components of current assets 
and liabilities, and also contains an abbreviated analysis of the sources 
and uses of corporate funds. 

The Commission, jointly with the Federal Trade Commission, com­
piles a quarterly financial report of all United States manufacturing 
conc~rns. This report gives complete balance sheet data and an 
abbreviated income accotint, data being classified by industry 'and 
size of company. . , 

Plant and Equipment Expenditures. '. 

'. The Commissi()n, t~gethe~ w~th' the Department of Commerce; con­
duct~;quarterly and a~ual surveys of .a~tU!il and anticipate~ pla:nt 
and equipment expenditures of all United States business, exclusive 
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of agriculture. After the close of each quarter, data are released 0!l 
actual capital expenditures of that quarter and anticipated expendi­
tures for the next two quarters. In addition, a survey is made at·the 
beginning of each year of the plans for business expansion during 
that year. 

Directory of Registered Companies . 

The Commission annually publishes a listiJig of companies required 
to file annual reports' under the Securities Exchange Act of 1934. 
In addition to an alphabetical listing, there is a listing of companies 
by industry group classified according to The. Standard Industrial 
Classification Manual. 

Stock Market Data 

The Branch of Exchange Regulation regularly compiles statistics 
. on the market value and volume of sales on registered and exempted 
securities exchanges, round-lot stock transactions on the New York 
exchanges for accounts of members and nonmembers, odd-lot stock 
transactions on the N ew York exchanges, special offerings and 
secondary distributions. It also computes indexes of stockmarket 
prices each, week based upon the closing market prices of common 
stocks listed on the N ew'York Stock Exchange. This stock price'indeX 
and data on round-lot and odd-lot trading on the two New York 
exchanges are released weekly. The other statistical data mentioned 
above, as well as these weekly series, are published regularly in the 
Commission's Statistical Bulletin.' . .. 

OPINIONS OF THE COMMISSION 

Administrative proceedings arising under the statutes· adminis­
trated by the Commission and under its Rules of Practice generally 
culminate in the.isSuanceof an opinion by the Commission, which in­
eludes findings of fact and conclusions of law .. The extent to which 
the factual and legal issues are discussed in these opinions depends 
largely.on their importance and novelty. The Commission's findings 
are based on evidence taken at hearings which are in almost all cases 
before a hearing examiner, or on stipulated facts 'or admissions. 

In the preparation of opinions, the Commission, 'or the individual 
Commissioner to whom a case may be assigned for the preparation of 
an opinion, is assist~d by the Office of Opinion Writing. This Office 
is directly responsible to the Commission and 'is completely inde­
pendent of the operating diviSIons, consistent with the principle of 
separation of functions embodied in the Administrative' Procedure 
Act. Where the parties to Il: proceeding waive their right· to such 
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s~paration, the,operatiri'g division of the Commission which partici­
pated in the proceeding may assist in the drafting of the Commission's 
decision. - . , 

The Commission's opinions are publicly released and are distrib­
uted to the press and to persons on the Commission's mailing list. In 
addition, they are printed and published periodically by the Govern­
merit, Printing Office in bound volumes entitled "Securities and 
Exchange Commission Decisions and Reports." 

During the, fiscal year 1962, the' Commission. issued 164 opinions 
arid other rulings of an adjudicatory nature. 

DISSEMINATION OF INFORMATION 

Various activities of the Commission supplement the underlying 
objective of 'the securities laws' of providing for the dissemina­
tion of financial and other information about securities offered for 
public sale' or traded on exchanges.; All registration statements and 
other corporate reports filed pursuant to the requirements of these 
-laws are public documents and available for inspection by investors 
and other interested persons.' Much of ' the data included therein is 
reprinted and receives general circulation through .the medium of 
published securities manuals, which are' standard reference material 
for securities analysts, investment advisers and trust departments 
throughout the'country. , - " ' 

To facilitate public dissemination with respect to corporate financ­
ing and other propos~ls filed, with the Commission and actions 
taken by it in its administration of the laws, the Commission issues a 
daily News' Digest containing a resume 'of each filing, as well as 
a summary 6feach order, decision: or rule issued by or oth~r aetioR~ 
the Commission .. ,In' addition to 'its distribution to the press, the 
Digest is distributed on -a subscription basis by the Government 
Printing Office and some 3,500 investors, seclirities firms and other 
interested persons are cUl;rently subscribing to ,this 'service. Dur­
ing the year'the Digest-included;a resume of each of the 2,106 regis­
tration statements filed with 'the Commission '(not including invest­
ment' comllariy filings which added additional securities by way of 
amendments to previous- statements) ; and it also included summaries 
of the 1,250 orders, decisions, rules arid other actions of the Commis­
sion.' Much 'of· the'Information reflected in·the Digest is published in 
the daily press'and in financial and other periodicals. A more limited 
distribution 0'£ the fulf text of the Cominission's decisions or other 
pronouncements is made to registrants, praCticing lawyers arid others. 
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Members of the Commission and its staff frequently deliver ad­
dresses before professional, business, and other groups, and partici­
pate in "briefing" and other conferences in order to explain the 
Commission's functions and activities, explain important rules and 
policies, and otherwise contribute to a better understanding by indi­
viduals and firms subject to its judsdiction as well as the investing 
public of the role of the Commission. . 
Information Available for Public Inspection 

The many thousands of.registration statements, applications, decla­
rations, and annual and other periodic reports filed each year are 
available for public inspection at the Commission's principal office in 
Washington, D.C. In addition, copies of recent reports filed by 
companies having securities listed on exchanges other than the New 
York Stock Exchange and the American Stock Exchange, and copies 
of current reports of many nonlisted companies which hav~ regis­
tered securities for public· offering under the Securities Act, may be 
examined in the Commission's N ew York regional office; and recent 
reports filed by companies whose securities are listed on the N ew York 
and American Stock Exchanges may be examined in the Commis­
sion's Chicago regional office. Moreover, there are available for 
examination in all regional offices 'copies of prospectuses relating to 
recent public offerings of securities registered under the Securities 
Act; and al~ regional offices have copies of broker-dealer and invest­
ment adviser registration applications, broker-dealer annual financial 
reports and Regulation 'A letters of notification filed in their respec­
tive regions. Reports of companies whose securities are listed on the 
vari~us"exchanges may be seen-at the respective exchange offices . 

. Photo'copies of reports or portions thereof and other material in the 
public files of the Commission may be obtained upon request directed 
to the Commission's' public reference room in Washington. The 
charge per page for photocopies varies from 14 to 25 cents, depending 
upon the size of the page being copied. A minimum charge of $1 is 
made for less' than seven pages (legal size). The charge for each 
certification' of any such doc]lment by the Commission is $2. 

Each year many thousands of requests for photocopies of and 
informl1:tion. from the pu1?lic files of the. Commission. are received by 
the public reference room in Washington, D.C. During the year 6,565 
persons examined material on file in the Washington office, and several 
thousand I?thers examined files in the New Yor~ and Chicago regional 
offices. About 289,907 photocopy pages' were sold pursuant to 4,361 
individual orders. 

61211G--63----12 
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PUBLICATIONS 

Publications currently being issued include: 
Weekly: Index of Weekly Closing Prices. 
Monthly: 

Statistical BUlletin." 
Official Summary of Security Transactions and Holdings of Officers, Direc­

tors and Principal Stockholders." 
Quarterly: 

Financial Report, U.S. Manufacturing Corporations' (jointly with the 
Federal Trade Commission). 

Plant and Equipment Expenditures of U.S. Corporations (jointly with the 
Department of Commerce). 

New Securities Offerings. 
Volume and Composition of Individuals' Saving. 
Working Captial of U.S. Corporations. 

Annually: 
Annual Report of the Commission." 
Securities Traded on Exchanges under the Securities Exchange Act of 1934. 
Companies Registered under the Investment Company Act of 1940. 
Corporate Pension Funds. 
Directory of Companies Filing Annual Reports. 

Other publications: 
Decisions and Reports of the Commission.' 
The Work of the Securities and Exchange Commission. 

ORGANIZATION 

The Commission's staff consists of attorneys, security analysts, 
accountants, engineers, investigators, and administrative and clerical 
personnel. 

The following organizational changes have been made since June 
30, 1961, in accordance with the Commission's policy of continuing 
review of its organization and functional alignments: 

In August 1961, the Commission established three additional 
Branches of Corporate Analysis and Examination in the Division of 
Corporation Finance, to handle the increased volume of filings on 
proposed new financing under the Securities Act of 1933. 

In October 1961, the Commission established a Special Study of 
Securities Markets to conduct the study and investigation of the 
adequacy of the rules of the national securities exchanges and national 
securities associations provided for by Public Law 87-196, dated 
September 5, 1961. 

n Must be ordered from tIle Superintendent of Documents, Government Printing Office, 
Washington 25, D.C. 
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Also in October 1961, the Commission established two new branches, 
the Branch of Special Investigations, Trial and Enforcement, and the 
Branch of Criminal References, in the Division of Trading and Ex­
changes. This action was designed to consolidate in one division the 
Commission's investjgation and enforcement activities in the head­
quarters office and to contribute to more effective coordination of such 
activities in the several regional offices. Subsequently, 'in. September 
1962, the enforcement activities of the Division of Trading and 
Exchanges were reorganized to centralize the responsibility for all 
enforcement matters other than criininal references in an Office of 
Enforcement, with two Branches of Enforcement. Th~ Br!l,.nch of 
Criminal References was renamed the Office of Criminal Reference. 

In December 1961, the Division of Administrative Management was 
abolished and the three branches in that Division were established 
as separate organizational units, as the Office of the Oomptroller, 
Office of Personnel, and Office of Records and Service. The heads of 
these offices are responsible directly to the Chairman. 

In July 1962, a Branch of Investment Company Inspections was 
established in the Division of Corporate Regulation to plan and supe,r­
vise the Commission's investment company inspection program. In 
December 1962, this Branch was assigned the responsibility for in­
vestigations and enforcement actions with respect to investment 
companies. 

Also in December 1962, the Assistant Director of the Division of 
Corporate Regulation with responsibility for the Commission's func­
tions under the Public Ut.ility Holding Company Act of 1935-was also 
given responsibility for its functions under Chapter X of the Bank­
ruptcy Act; and a staff unit was established to assist the Commission 
in policy planning under the Investment Company Act of 1940. 

Finally, there was a realignment of functions in the New York 
Regional Office in August 1962, involving principally the consolida­
tion of enforcement activities under an, Assistant Regional Admin­
istrator and the appointment of another Assistant Regional Admin­
istrator with responsibility for the Commission's functions under 
Chapter X of the Bankruptcy Act and 'for the inves~ment company 
and investment adviser inspection programs. 

PERSONNEL AND FINANCIAL MANAGEMENT 

In fiscal 1962, the Coinmission' continued its intensive efforts to 
recruit outstanding law and busmess graduates. Several on-campus 
visits to law schools and to colleges offering undergraduate and 
graduate programs in finance were made by Commission representa-
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tives. A, number of high-caliber graduates ,were appointed to the 
staff as a result of these visits. ' I 

The enactment of Public Law 87-196 by the Congress, authorizing 
the, Coinmission, to conduct a special' study of the securities markets, 
required the recruitment of a specialized staff in as short a time as 
possible!. Authority. to appoint employees without regard to Civil 
Service iaw~, rules 'and regulations and to establish p,ay without, 
regard t<;> the Classification Act ·of 1949, as amended, materially 
assisted the Commission in expediting the appointment of well­
qualified individuals to the Special Study staff. A general staffing 
policy to fill positioris created under Public Law 87-196 was approved 
by the·Chairinan'on October 6, 1961.-

, l The Commissiori was authorized by the' Civil Service Commission 
to examine and rate stenographers and typists in Grades GS-2, GS-3, 
and GS-4 and clerical applicants in Grades GS-2 and GS-3. This 
authority enabled the ,Commission to, staff its clerical vacancies under 
a.field'recruiting program conducted in'states surrounding the Wash-
ington Metropolitan Area. ' 

The Commission found it. necessary to supplement its on-the-job 
training of newlyapp'ointed professional employees with more for­
malized training': sessions: The, Divisions of Corporation' Finance 
and 'Trading. and Exchanges demonstrated the feasibility of conduct­
ing their training sessions outside of office hours; This permitted 
them to use senior officials as lecturers or instructors, to solve class­
room spac~ problems and to continue 'work production during office 
hours. The 'New York Regional' Office also conduc~ed instructional 
sessions for new attorneys and investigators employed during the 
fiscal year. Clerical training for stenographic and typing personnel 
covering telephone etiquette, correspondence procedures, mail, files j 

and records, etc., was conducted in the Headquarters Office under the 
dire,ctiqn of a speciaJ secretarial cpmmittee recruited from experi­
enced staff employees. 

In its seventh annual service and merit awards ceremony in October 
1961, the Colnmission recognized the long service ·of its career 
employees by presenting pins to 31 employees with 25 years of S.E.C: 
service. In addition, 52 employees were presented 20, 15, and 10-year 
service pins, respectively. In recognition of those members of the 
staff whose terms of Government service include service in other 
Federal agencies, 8 employees received 30-year pins, 15 received 25-
year pins, 24 received 20-year pins, 33 received 15-year pins, and 43 
received 10-year pins. Cash awards totaling $7,650 and certificates 
of merit were presented to 73 employees and 6 employees received a 
total of $250 for suggestions which were adopted. 
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The following comparative table shows the personnel strength of 
the Commission as of June 30, 1961 and 1962: 

June 30, 1962 June 30, 1961 

Oommissioners __________________________________ • _______________ • ______ _ 5 1\ 

Staff: 
862 675 
469 407 

Headquarters office _________________________________________________ _ 
Regional offices ________________________________ • ____________________ _ 

Total staff ______________ • _________________________________________ _ 1,331 1,082 
Grand total ______________________________________ • _______________ _ 

1,336 1,087 

The table on page 167 shows the status of the Commission's 
budget estimates for the fiscal years 1958 to 1963, from the initial 
submission to the Bureau of the Budget to final enactment of the 
annual appropriation. 

The Commission is required by law to collect fees for registration 
of securities issued, qualification of trust indentures, registration of 
exchanges, and sale of copies of documents filed with the 
Commission.80 

The following table shows the Commission's appropriation, total 
fees collected, percentage of fees collected to total appropriation, and 
the net cost to the taxpayers of Commission operations for the fiscal 
years 1960, 1961, and 1962: 

Year 

1960 ________________________________________ < __ _ 

1961. __________________________________________ _ 
1962_ < _________________________________________ _ 

Appropria­
tion 

$8, 100,000 
9,517,500 

11,412,500 

Fees col· 
lected • 

$2,631,498 
2,927,407 
3,422,403 

Percentage or 
rees collected Net cost or 

to total commission 
appropria- operation 

tlon (percent) 

32 
31 
30 

$5,468,502 
6,590.093 
7,990,097 

• Fees are deposited in the general fund or the Treasury and are not available (or expenditure by the 
Commission . 

.., Principal rates are (1.) IAoo of 1 pert'ent of the maximum aggregate price of securities 
proposed to he offered but not less than $25; (2) lAIoo of 1 percent of the aggregate dollar 
amount of stock transactions. Fees for other services are only nomlnal_ 



/:ic(J/I/'itieH 1I1l(/' Ewe/lUnge CO/llmission 

Aetion taken on budget estimate& and appropriation from fiscal 1958 through {iscal1963 

Fiscal 1958 

ACTION 
Posi-
tions 

Estimate submitted to the Bureau of the BudgeL ___________________________________ 985 
Action by the Bureau of the BudgeL ________ --------

Amount allowed by the Burau of the Budget __ 985 
Action by the House of Repre'entatl\·es ______ -67 

SubtotaL ______________________________ 918 Action by the Senate _________________________ ----_.-. 

Suhtotal _______________________________ 918 Action by Conferees __________________________ 

Annual appropriation ________________________ 918 
Supplemental appropriation for statutory pay 

increases. __________________________________ ----_.-. 

Total appropriation ____________________ 918 

• Excludes a supplemental request for $200,000. 
b Includes a supplemental request for $400,000, 
• Includes a supplemental request for $\00,000. 

Money 

$7,178,000 
------------

1,178,000 
-478,000 

6,700,000 
------------

6,700,000 
--------_.--

6,700,000 

235,000 

6, H3i}, 000 

Fiscal 1959 Fiscal 1960 

Posi- Money Posi- Money 
tions tions 

1,005 $7,500,000 1,036 a $8, 437, 000 
-56 -400,000 -18 -162,000 

949 7, 100,000 1,018 8,275,000 
-48 -300,000 -55 -475,000 

9U1 6,800,000 963 7,800,000 
+48 +300,000 +55 +475,OUO 

U49 7, JOO,OOO 1,018 8,275,000 
------------ -18 -175,000 

949 7,100,000 1,000 8,100,000 

605,000 -------- _.------_.---

U49 7,705,000 1,000 8,100,000 

d Includes a supplemental request for $450,000 for the Special Study of the Securities Markets. 
• Indudes a Suppil'mental request for $1,366,000, 

Fiscal 1961 Fiscal 1962 

Posi- Money Posi- Money 
tions tions 

1,190 $9,760,000 1,2UO $11,450,000 
-98 -860,000 -36 -435,000 

1,092 8,900,000 1,254 ' 11,015,000 
-46 -375,000 -15,000 

1,046 8,525,000 1,254 11,000,000 
+101 '+775,000 +65 d+450,OOO 

1,147 9,300,000 1,319 11,450,000 
-57 -387,500 -37,500 

1,090 8, 912~ 500 1,319 11,412,500 

--------

9, :~;::~~ I--~~~~~-
-------------

1,090 11,412,500 

Fiscal 1963 ~ 
t'J 

Posi- Money Z 
tions >-3 

-< 
I 

t'J 

1,671 
...... 

• $14, 516, 500 0 
-91 -716,500 ::q 

1,580 13,800,000 
>-3 

-47 -500,000 
::q 

1,533 13,300,000 ~ 
-----.-- -------------

~ 1,533 13,300,000 
-52 -500,000 > 

t" 
1,481 12,800,000 ~ 

t'J 
-------- ------------- '1i 

1,481 12, SOD, 000 
0 
~ 
>-3 
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TABLE 1.-A 28-year record .. of registration8 fully effective under the Securitie8 
, -' ,_ Act of 1933 , .. _ 

1935-1962 
[Amounts!infmilllons of do!lars) 

Number 
of 

state­
ments I 

For cash sale for account of Issuers 

Fiscal year ended June 30 

19351 _________ ,~ _______ C ______ 284 1936 ____________ ' _______________ 689 1937 ___________________________ 840 1938 ___________________________ 412 1939 ____________________ : _____ : 344 1940 _______________________ ~ ___ 306 
194 L_ , ________________________ 313 1942 ___________________________ 193 1943 __ : ________________________ 123 1944 ___________________________ 221 1945 _______ ~ ___________________ 340 1946 __ • ________________________ 

661 1947 ____ c _________ ~ ____________ 493 1948 ___________________________ 
435 1949 ___________________________ 429 1950 ___________________________ 487 195L ____________________ : _____ 487 1952 ___________________________ 635 1953 ___________________________ 593 

1954 ___ ~" ____________ "_" ________ 631 1955 ___________________________ 779 1956 ___________________________ 833 1957 __________ ~ ________________ 860 
1958 ___________________________ 809 1959 ___________________________ 1,055 1960 __________________________ • 1,398 1961 ___________________________ 1,507 1962 ___________________________ 1,815 

All regis­
tratiOns, 

$913 
4,835 
4,851 
2.101 
2, 579 
1,787 
2,611 
2,003 

659 
1,760 
3,225 
7,073 

. 6,732 
6,405 
5,333 
5,307 
6,459 
9,500 
7,507 
9,174 

10,960 
13,096 
14,624 
16,490 
15,657 
14,367 
19,070 
19,547 

Bonds, Preferred Common. 
Total deben tures, stock stock 

and notes 

. $686 $490 $28 $168 
3,936 3,153 252 531 
3,635 2,426 406 802 
1,349 666 209 474 
2,020 1,593 109 318 
1,433 1.112 110 210 
2,081 1,721 164 196 
1,465 1,041 162 263 

486 316 32 137 
1,347 732 343 272 
2,715 1,851 407 456 
5,424 3,102 991 1,331 
4,874 2,937 787 1,150 
5,032 2,817 537 1,678 
4,204 2,795 326 1,083 
4,381 2,127 468 1,786 
5,169 2,838 427 1,904 
7,529 3,346 851 3,332 
6,326 3,093 424 2,808 
7,381 4,240 531 2,610 
8,277 3,951 462 3,864 
9,206 4,123 539 4,544 

12.019 5,689 472 5,858 
13,281 6,857 427 5,998 
12,095 5,265 443 6,387 

111,738 4.224 253 7,260 
'16,260 6,162 248 9,850 

16,286 4,512 253 11.521 

I Statements registering American Depositary Receipts against outstanding foreign securities as provided 
by Form 8-12 are not Included~ . . 

• For 10 months ended June 30, 1935. 
8 Revised. See footnote 2 to Appendix Table 2. 
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172 SECURITIES AND EXCHANGE COMMISSION 

TABLE 2.-Registratians fully effective under the Securities Act of 1933, fiscal 
year ended June 30,1962 

PART I.-DISTRIBUTION BY MONTHS 

[Amounts In thousands of dollars '] 

, 
" All'reglstra~lo~ Proposed for saie for ilccoun t of Issuers I 

'-'\' 

- Total Corporate 
Year and month Numher 

.. 
Number 

ofstate· of Amount 
ments ISsues I Number Number -- of Amount of -

Issues 1 
, Issues I' : 

-, 

-- ,1961 
July .•••••...••••••••••••. 124 157 $1,094,105 126 $949,340 89 
August .... ; ••••••••••••.. 155 ISO 1,383,324 149 1,112,785 114 
September .• ' ••• ' •• '.".' 142 164 1,127,472 126 615,382 100 
October ••••••..••..•••••• 172 204 1,272,335 165 932,773 117 
November •••.••••••••••• , 168 197 1,287,853 155 1,062, 274 121 
December ..•••••••••••••• 135 160 1,302,148 133 1,150,510 104 

1962 
January •••••.. : •••••••.•• 135 150 1,329,093 125 1,238,289 81 
February •••••••••.•••••• 106 116 1,192,759 97 976,651 69 
March •••••••......•..... 171 198 1,871,553 160 1,544,528 118 
ApriL ••••..•..•....•..... 251 305 4,826,701 244 4, 194,029 133 
May •••••...•..•••••.••.• 159 183 1,978,842 154 1,698,308 87 
~une •••••••••••••••••.••• 97 120 880,826 91 811,454 59 

---
Total, fiscal year 

1962 •••••••••••••• '1,815 2, 134 19,547,011 1,725 16,286,325 1,192 

PART 2.-PURPOSE OF REGISTRATION AND TYPE OF SECURITY 

[Amounts In thousands of dollars ') 

Type of security 

Purpose of reg~~ratlon All types 
Bonds, de· Preferred 
bentures, stock 

and notes 8 

All registrations (estimated value) ... __ ~ ........ , .. _ -$19,547,011 $4,617,856 $420,644 

For account of issuer for casb 88le •••••• _ •••.. _. 16,286,325 4,512,471 252,664 

For Immediate ollerlng I ................... 

Corporate •.•..•.•.•••.••.••••.••••.••.. 6,318,737 4,088,483 251,526 

Offered to: 
General public •••••••••.••••••• 5,298,634 3,822,150 149,751 
Security holders ...•••...•••••.. 965,485 262,319 96, 431 
Other special groups ...••..•••. 54,618 4,014 5,344 

Foreign governments ..••••••••••••••••• 246,875 246,875 0 

For extended cash sale and other Issues I ... g, 720, 713 177,113 1,138 

For account of Issuer for other than cash sale ••• 1,523,179 86~331 164,829 

For account of other than Issuer .••....•.....•.• 1,737,508 19,054 3,151 

For cash sale .••••••••.••••••••••••••••••••. 1,418,475 8,322 113 
Other •••.•.•••.•••••••••.••...•••.•..••.... 319,032 10,732 3,038 

See footuotes at end of part 4 of table. 

Amount 

$490,952 
401,615 
328,707 
580,540 
580,248 
353,637 

335,027 
563,596 
777,169 
729,250 
646,803 
531,194 

• 6,318, 737 

Common 
stock' 

$14,508,511 

11,521,190 

1,978,728 

1,326,734 
606,735 
45,260 

0 

9,542,462 

1,272,019 

1,715,303 

1,410,041 
305,261 



TABLE 2.~Registrations tully, effective under the Securities Act oj 1933, fiscal year ended June 30, 1962-Continued 

PABT3.-PURPOSE OF REGISTRATION AND'INDUSTRY OF, REGISTRANT 

[Amounts In thousands.o~ dollars .) 
". 

Type of Issuer 

.' Purpose of registration 
All regis· Manufac· Electrlc1 
trations turing Extractive gBS ana 

water 

Commun- Financial 
1catlon and real 

estate, 

595 43 108 32 241 
690 48 125 34 309 

Number of statements____________________________ 1,815 
~umber of,lssues ,________________________________ 2,134 

'Allreg1stratlons (estm.!'ted value)_, ______________ $19,547,011 $3,254,357 $125,790 $2,502;677 $1,137,114 $1,429,512 
, For account of Issuer _________________________ 17,809,504 2,209,542 118,789 2,496,229 844,402 1,296,772 

For cash sale_~ __ " ___ ~~_~ ________ ~~_______ 16,286,325' 1,817,852 92,151 2,326,769 '839,873 ' 771,506 

For immediate offerlng_______________ 6,565,612. 1,817,852 92,151 2, 326, 769 839.873 771,506 

Commer­
cial and 
o,ther 8 

336 
395 

$1,129,973 

876,182 

470,586 

470,586 

Foreign In vestmen t 
govern- companies 
ments 

11 278 
14 316 

,$246,875 $5,955,865 

246,875 . 5,955,865 

246,875 5,955,865 

246,875 - .......... _---_ ... 

Other 
types 

171 
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$3,764,847 

3,764,847 

3,764,847 

----------_ .. 
Corporate ,_______________________ • 6,318,737 _ i, 817, 852 92,151 2,326,769 ,839,873. 771,506 470,586 ___________________________________ _ 
Foreign governments_____________ 246,875 _________________ ~______ ____________ ____________ ____________ ____________ , 246,875 ____ " __________________ '_ 

For extended saie , _____ ~ __ ~__________ 9,720,713 ____________ ____________ ____________ ____________ ____________ ____________ ____________ 5,955,865 3,764,847 

Investment companies , __________ . 5,955,865 ____________ ____________ ____________ ____________ ____________ ____________ ____________ 5,955,865 ___________ _ 
Employee saving plan certlflcates_ .572,011. ___________________ . ____________ ; ________________ :; _________ ~ ____________ ____________ ____________ 572,011 
Securities for employee. stock option plans ___________________ _ 1,314,126' _______________________________________________________________________________________________ _ 
Other ___________________________ _ 

1,878,710 

__ For other than cash sale __________________ .1,523,179 

Exchange transactions .0 _____________ _ 
Reserved for converslon _____________ _ Other _______________________________ _ 

For account of other than Issuer _____________ _ 

For cash sale ___ ~: ____ ~·_:_::::: ___________ _ 
Other ___________________________________ _ 

Bee footnotes at end of part 4 or table. 

631,957 
757,824 
133,397 

1,737,508 

1,418,475 
319,032 

391,690 

82,146 
274,439 
35,105 

1,044,815 

774,429 
270,386 

26,638 

4,098 
18,413 
4,127 

7,001 

4, 774 
2,227 

169,460 

27,096 
'140,950 

1,414. 

6.448 

4,706 
1,743 

4,529 525,266- 405,596 ------------ ------------
2,020 326,870 . 189,727 "'----------- ------------
2,327 163,878 157.817 ------------ ------------

182 34,517 ·58,052 ------------ ------------
292,712 132,740 253,791 --------- .. -- ------------
292,712 120,610 221,244 --.--------- -------.----

0 12,130 32, 547 ------------ ------------

1,314,126 
1,878,710 

-_ ...................... 
------------
------------
------------
---~--------

------------
------------



TABLE 2.-Registrutwns fully effective under the Securities A.ct of 1933, fiscal year ended June 30, 1962-Continued 

PART4.-USE OF PROCEEDS AND INDUSTRY OF REGISTRANT-- --

[Amounts In th?usands of dollars I] 

Use of proceeds 

Corporate Issues for immediate cash offering for account of Issuers (est!· 

m~~~ 'gf0~~~~_~~)_:::::::::::::::::::::::::::::::::~:::::::::::::::: 
Commissions and discounts •••••••••••••••••...•...••.•.••••••••• 

Exp~c~n~~-proooeds:::::::::::::::::::::::::::::C:::::::::::::::::: 
Newpl:~~E~~~~~ent::::::::::::::::::::::::::::::::::::::::: 

Working capital .••••••••.•.•••.••.•.••••••••••.•.•. _ ..•.• __ .. 
Retirement of securitles .•••.•..•••••••.••••••.•••.......... ____ ••• 
Purchase of securltles ..••.•......•.••••••••.• " ••....•.. _ .••••••••. 
Other., •••• c ••••• ~., ••..•••• -••••••••••••••......•.••••••• -••••••. 

All 
corporate 

6 $6, 318, 737 
217,755 
155, 613 

62,142 
6,100,982 
Ii, 405,660 
4,283,043 
1,122, 617 

243,921 
97,286 

354,116 

I Doll!l1' amounts are rounded and will not necessarily add to totals shown. 
I A new category, Extended Cad Sale, has been Introduced in the tables for ftscal 

ya!l1' 1962. This group Includes four classifications: (1) Investment companies, 
(2) employee stock option plans, (3) employee saving plans, and (4) other extended 
offerings.' Formerly, saving plans were Included under "Corporate-for cash sale 
account of Issuer," and were classified In the Industry group "other financial and real 
estate:" 'Stock option plans were formerly classified according to Industry of the 
regii;trant and were divided among three categories: (a) portions registered to cover 
options exercisable within a year were clasa1fied as "for cash sale" (b) tbose re~istered 
to cover outstanding and future options wpre classified as "noncash" and (c) securities 
already purcha~ed through exercise of options were classified as "for account ef 
others." Securities under the classification "othel" Include securities for exercise 
of warrants, options and other contingent offerings, and genprally cover parts of 
Issues being regis1Pred, the other parts being Included elsewhere In the table. Data 
shown for the fiscal years 1960 and 1961, In Table 1 have been revised where possible 
to refiect these changes. As a result, the dollar amount of "corporate Issues for cash 
sale" has been rcduced materially as has the amount for "For other than cash se1e" 
which now covers only such items as securities Issued for property. services and other 
miscellaneous purposes. . 

I Warrants are excluded from the count of number,of Issues although Included In 
dollar amounts. ' 

• The 1,815 fully effective registrations shown In this table dlfier from the 1,833 net 
efi'ectlves shown In text table "Number and dispOSition of registration statements 
1Iled" as follows: 

fud~Stry of issuer' 

Manufac~ 
tnring 

Extractive : Electric, gas Communi· Financial and Commercial 
, and water cation real estate and other a 

$1,817,852 
77,574 
.52,314 
25,260 

1,740,279 
-, 1,464, 645 

982,143 
. 482,502 

100,899 
18,327 

156,407 

$92, 151 
3,593 

. 2,360. 
1,233 

88,558 
82, 122. 
17,937 
64,185 

50 
6,386 

$2,326,769 
37,559 
25, 185 

. 12,374 
2,289,210 

.2,082,188 
2,080,179 

,2,009 .. 
128,458, : 

78,564 

$839,873 
11,612 
8, 215 

. 3,397 
828,261 

.825,313 
817,839 

7,473 
66 

2,678 
206 

$771,506 
48,740 
39,737 
9,003 

722,766 
550,233 
210,125 

'.340,108 
9,085 

66,373 
- 97,075 

Excluded from fllIly effective but Included in nct effectlves: 

$470,586' 
38,677 
27,802 

. 10,875 
431,909 
401,160 
174,821 
226,339 

5,414 
9,859 

- 15,477 

29 registrations of American Depo~itary Receipts' , 
1 registration effective prior to', receiving competitive bids: The amend. 

" ment disclosing the accepted terms wa.- not received In fiscal 1962. 
Included In fully effective but excluded from net effectives: . ' ,. 

1 registration which became effective In fiscal 1961 subjcct to amendmenta 
which were filed In fiscal 1962. . ' . . 

11 registrations which became effective In fiscal 1962 but were later with· 
. drawn. . 

• This totnl differs from the sum of the monthly figures for offerings shown In Table 
3, Part I, under the heading "Reglst~red under 1933 Act" chiefiy because of differences 
In timing between effective registration dates and offering dates. , '. 

6 Includes face amount certificates. ., ' , 
I Includes certificates of participation and warrants. . .. 
a Includes trade, construction, transportation other than railroads, service and agrl· 

culture. 
_, Includes a number of registrations. of new Investment companies organized for 

the purpose of exchanging Individuals' portfolio holdings for Investment company 
shares. 

10 Includes voting trust certificates and certificates of deposit registered for issuance 
n exchange for original securities deposited . 



- ~ , 

Calendar year or month 
-

1957 •••• _ •••• ________ • _. __ ._._ 
1958 ••• _____________________ ._ 
1959 •••• __ •• __________________ 
1960 •• ________________________ 
1961. •• ___________ • __ ••• ___ • __ 

1961 
January _____ • ________________ 
February __ • __________________ 
March ________________________ 
AprIL. _____________ • _________ 
May •• __ • ____________________ 
June_: ________________________ 
July _. ___ ._. __________________ 
August._. __________________ ._ 
September __________________ ._ 
October ______________________ 
November ____________________ 
December __ ••• _______________ 

196!! January ______________________ 
February _____________________ 
March ________________________ 
AprIL ________________________ 
May ____________________ • ____ 
J une ~ ______________________ • __ 

TABLE S.-New securitie8 offered tOl' ca{Jh sale in the United States 1 

PART I.-TYPE OF OFFERING 
]Estimated gross proceeds In thousands of dollars 2] 

CORPORATE 

Classified by type of offering 

All 
offerings Puhlic offerings' 

(corporate 
aud non· Total 

corporate) corporate Not registered under 1933 act 

Total Registered 
pubhc under Issues 

offerings 1933 act Total Railroad exempt 
Other 

exempt 
Issues because offerings' 

of size' 

30,570,624 12,883,533 8,958,974 8,171,410 787,564 343,647 114,433 329,484 
34,443,069 11,558,343 8,068,461 7,579,337 489,123 237,852 112,226 139,045 
31,074,208 9,748,069 5,993,154 5,426,192 566,962 151,415 161, ISO 254,368 
27,540,560 10, 153,9SO 6,657,092 6,047,677_ 609,414 193,744 196,357 219,314 
35,493,995 13,147,279 8,148,655 7,487,521: 661,135 128,363 237,236 295,535 

1,773,744 600,616 293,524 241,006 52,518 23,870 14,811 13,837 
5,454,957 695,413 400,397 353,749 46,648 17,063 13,635 15,950 
2,161,069 696,272 352,589 291,432 61,156 22,537 21,147 17,473 
3,392,S07 2,231,437 1,870,028 1,827,149 43,779 10,154 18,526 15,099 
4,432,323 1,341,815 895,438 842, 578 52,860 14,204 18, 386 20,270 
3,493,786 1,778,662 1,185,458 1,126,998 58,460 1,237 22,079 35,144 
1,900,808 1,075,335 666, 816 629,384 37,432 4,797 23,662 8,972 
2,063,621 813,335 379,469 334,459 45,011 10,433 22,574 12,003 
1,912,654 677,511 324,811 290,346 34,466 0 22,209 12,257 
4,410,155 1,155,464 640,979 598,297 42,681 4,194 25,523 12,964 
2,404,067 987,193 631,202 591,053 40,149 14,441 20,105 5.603 
2,093,914 1,094,227 507,045 361,070 145,975 5,432 14,579 125,963 

3,506,137 647,265 412,168 374,103 38,065 8,822 15,195 14,048 
2,537,450 883, 53~ 639,066 557,187 82,779 17,396 15,843 49,541 
1,877,386 846,906, 592,019 545,920 46,099 19,501 16,281 10,317 
4,074,507 ' 1,216,982 979,887 051,626 28,250 7,248 17,572 '3,440 
2,149,391 801,097 377,285 345,253 32,032 11,565 11,530 8,937 
2,422,441 1,232,496 644,709 611,440 33,269 17,514 9,915 5,839 

, O'ee footnotes at. end of part 4 of t"hle, 

I 

NON· 
CORPORATE 

Private 
placements' 

3,924,559 17,687,090 
3,489,883 22,884,726 
3,754,915 21,326,139 
3,496,888 17,386,580 
4,998,624 22,346,716 

307,092 1,173,128 
295.016 4,759,544 
343,684 1,464,797 
360,509 1,161,370 
446,377 3,090,508 
593,203 1,715,124 
408,519 825,563 
433,866 1,250,287 
352,700 1,235,143 
514,485 3,254,691 
355,991 1,416,874 
587,182 999,687 

235,096 2,858,872 
243,567 1,653,917 
254,887 1,030,479 
237,096 2,857,525 
423,812 1,348,294 
587,787 1,189,945 



TABLE 3.-New 8ecuritie8 offered for ca8h 8ale in the United Btate8 1-Contlnued 

PART 2.-TYPE OF SECURITY 

[Estimated gross proceeds In thOUSlWds of dollars '] 
Ul 
t.".l 

All types of securities ;Sonds, debentures, lWd notes 0 
Calendar year or month Preferred Common q 

stock stock ~ 
All issuers Corporate N oncorporate . All Issuers Corporate N oncorporate .... 

t-3 .... 
t.".l 19fi7 _______________________________________ 30, 571), ~24 12,883,533 17,687,090 27,643,959 9,956,869 17,697,090 410.504 2,516,160 Ul 1958 ________________________________________ 34, 443, 0~9 11, 55R, 343 22,884,726 32,537,517 9,652,791 22,884,726 571,474 1; 334, 079 

~ 
1959 ________________________________________ 31,074,208 9,748,069 21,326,139 28.515,908 7,189,769 21,326,139 531,191 2,027,109 1960 ________________________________________ 27,540,560 10,153,980 17,386,580 25,467,927 8,081,346 17,386,580 408,525 1,664,109 1961. _______________________________________ 35,493,995 13,147,279 22,346,716 31,772,172 9,425,456 22,346,716 449,300 3,272,524 1:1 

1961 t.".l 
January ___________________________________ 1,773,744 600,616 1,173,128 1,644,973 471,845 1,173,128 29,891 98,880 ~ 

~~~~::::::::::::::::::::::::::::::::::: 5,454,957 695,413 4,759,544 5,288,187 528,643 4,759,544 37,262 129,508 0 
2,161,069 696,272 1,464,797 2,007,181 542,384 1,464,797 28,545 125,343 

~ U:-_:-.::::::::::::::::::::::::::::::::::::: 3,392,807 2,231,437 1,161,370 2,222,548 1,061,178 1,161,370 59,595 1,110,664 
4,432,323 ' 1,341,815 3,090,508 4,111,953 1,021,445 3,090,508 92,416 227,954 June __________ , ____________________________ 3,493,786 1,778,662 1,715,124 3,210,366 1,495,242 1,715,124 39,895 243,525 Q July _______________________________________ 1,900,898 1,075,335 825,563 1,642,170 816,607 825,563 19,917 238,812 t.".l August ____________________________________ 2,063,621 ' 813,335 1,250,287 1,886,809 636,522 1,250,287 45,476 131,338 September _________________________________ 1,912,654 677,511 1,235,143 1,694,877 459,734 1,235,143 16,576 201,201 0 October ____________________________________ 4,410,155 1,155,464 3,254,691 4,100,052 845,361 3,254,691 11,958 298,145 0 November _________________________________ 2,404,067 987,193 1,416,874 2,179,055 762,181 1,416,874 41,494 183.518 

~ December _________________________________ 2,093,914 1,094,227 999,687 1,784,002 784, 315 999,687 26,275 283,637 

1962 Ul January ______________________ : _____________ 3,506,137 ' 647,265 2,858,872 3,363,307 504.435 2,858,872 1,988 140,842 ~ 
~~r~~~::::::::::::::::::::::::::::::::::: 2,537.450 883,533 1,653,917 2.382,366 728,449 1,653,917 9,449 145,634 0 

1,877,386 846.906 1,030,479 1,668,775 638,296 1,030,479 4,640 203,970 2: ApriL _____________________________________ 4,074,507, 1,216,982 2,857,525 3,738,344 880,819 ·2,857,525 120,031 216,132 May _______________________________________ 2,149,391 801,097 1,348,294 2,015,066 666,772 1,348,294 14,497 119,828 June _______________________________________ 2,422,441 1,232,496 1,189,945 2,253,149 1,063,204 1,189,945 45,500 123,792 

See footnotes at end of part 4 of table. 



- Calendar 
year or 
month Total cor-

porate 

1957 __________ 12,883,533 1958 __________ 11,558,343 1959 __________ 9,748,069 1960 __________ 10,153,980 1961.. ________ 13,147,279 

1961 

January ______ 600,616 
February ____ 695,413 
March _______ 696,272 ApriL _______ 2,231,437 May _________ 1,341,815 June _________ 1,778,662 July __________ 1,075,335 
AugusL ______ 813,335 
September ___ 677,511 October ______ 1,155,464 
November ___ 987,193 
December ____ 1,094,227 

1965J 

January ______ 647,265 
February ____ 883,533 
March _______ 846,906 ArriL _______ 1,216,982 1\,1 ay _________ 801,097 June _________ 1,232,496 

TABLE S.-New securities offered for cash sale in the United Statest-Continued 

PART3.-TYPE OF ISSUER 

[Estimated gross proceeds In thousands of dollars 2) 

Corporate Noncorporate 

U.S. Gov- Federal 
Electric. Other Financial Com- emment agency 

Manufac- Extrac- gas. and Rail- trans- Commu- and reul mercial Total non- (includmg (issues State and 
turing tive water road porta- nication estate 7 and corporate issues not guar- municipal 

tion other guaran teed) anteed) 

4,233,708 288,574 3,938,087 343,647 479,921 1,461,748 1,795,413 342,435 17,687,000 9.600,598 571,550 6,958,152 
3,515,407 246,565 3,804,105 238,352 585,539 1,423,776 1,088,299 656,299 22,884,726· 12,062,886 2,321,105 7,448,803 
2,072,820 161,396 3,257,790 173,913 792,829 717,101 1,852,906 719,314 21,326,139 12,322,475 706,998 7,{)B1,054 
2,152,419 245,682 2,851,215 211,244 507,286 1,049,810 2,524,619 611,705 17,386,580 7,906,326 1,672,086 7,229,500 
4,111,683 261,386 3,039,442 178,693 534,318 1,820,801 2,274,833 926,123 22,346,716 12,252,824 1,447,508 8,344,510 

173,177 15,171 139,643 27,620 55,123 21,300 148,570 20,012 1,173,128 454,952 0 706,396 
106,322 28,283 162,751 ,17,063 44,615 41,306 227,664 67,410 4,759,544 4,069,143 0 659,784 
285,626 16,756 85,067 22,537 60,434 90,200 97,401 38,251 1,464,797. 433,797 252,320 755,880 
601,932 9,935 278,098 ]0,404 23,623 1. 044, 870 190.836 71,738 1, WI, 370 347,509 100,125 709.955 
480,831 34,168 461,286 14,204 54,134 97,929 117,686 81,5i7 3,090,508 2,244,233 148,500 625,447 
584,897 10,675 408,145 13,237 109,741 269,544 243,233 139,190 . 1,715,124 368,885 278,438 1,034,636 
451,725 32,912 275,744 8.547 3.051 16,095 217,518 69,744 825,563 341,678 0 463,403 
287,658 15,292 219,670 16,433 53,910 13,250 132,982 74,140 1,250,287 392,367 249,875 603,373 
268,437 15,287 112,674 0 27,907 76,946 110,045 66,215 1,235,143 337,740 193,250 699,153 
308,272 36,844 318,050 . 19,444 41,601 25,630 290,932 114,690 3.254.691 2,563,717 0 643,214 
232,576 4,427 367,029 23,771 32,249 81,498 183,355 62,288 1,416,874 357,330 225,000 789,034 
330,229 41,636 211,284 5,432 27,931 42,234 314, (lI2 120,868 9U9,687 341,473 0 654,237 

224,512 15,388 115,74i 11,822 12,323 74,673 104,315 88,485 2,858,872 1,589,150 245,500 865,605 
138,538 12,614 152,837 17,396 27,903 3G5,906 126,041 42,298 1, G53, 917 3G1,460 155,581 1,123,499 
329,406 15,528 196,541 19,501 56,630 21,098 143,426 64,776 1,030,479 372,137 0 620,648 
462,666 14,691 382,753 7,248 21,238 89,514 142,035 96,836 2,857,525 1,505,619 461,300 876,937 
278,633 36,867 216,943 11,565 26,816 65,071 96,496 68,705 1,348,294 352,351 0 897,097 
361,224 23,099 472,979 li,514 31,272 80,372 li2,656 73,379 1,189,945 362,739 0 ?~9, 983 

See footnotes at end of part 4 of table, 

Foreign 
govem- Non-
ment profit 

and in- insti-
terna- tutions 
tional 

---
504,898 51,892 
995,403 56,529 
545,658 69,955 
504,445 74,223 
236,099 65,775 

6,005 5,775 
·29,117 .1,500 
19,950 2,850 
1,581 2,200 

65,754 .6,575 
29,201 3,965 
5,399 15,083 
2,472 2,200 

0 5,000 
42: 516 5,245 
34,105 11,405 

0 3,977 

141,811 16,806 
9,852 3,525 

34,684 3,010 
9,800 3,869 

86,478 12,367 
49,823 17,400 



TABLE S.-New securities offered for cash sale i1l the United States '-Oontinued 

PART 4.-PRIVATE PLACEMENT OF CORPORATE SECURITIES' 

.- .JE~timated gro~s proceeds In thousands of dollars '] 

Type of security Industry of issuer 

Calendar year or month All prIvate I 
placements Bonds, dc- Manufac- Electric, Other I Commlmi-

bentures, Stocks tUling Extractive 'gas, and Railroad transpor- cation 
and notes water tation 

1957 ________________________ -__________ , 3,924,559 3,838,917 85,642 1,656,940 146,685 665,506 0 419,319 137,455 1958 __________________________________ 3,489,883 3,320,294 169,589 1,397,250 105,483 616,6li2 500 505,126 175,792 1959 __________________________________ ' 3, 7M. 915 3,632,417 122,498 978,778 59,023 676,987 22,498 659,161 101,170 1960 __________________________________ 3,496,888 3,275,407 221. 482 958,134 112,926 517,568 17. 500 386,146 107,027 196L ____________________________ : ___ , 4,998,624 4,719,902 278,72'2 1,837,032 180,928 824,042 50,330 396,052 ,173,281 

1961 
21,000 ~~'b~~'iry ==::::::: ::::::::::: :::::::: 307,092 293,775 13,317 122,90.5 12,371 17,200 3,750 52,523 

29.5,016 255,336 39,680 86,708 16,500 29,187 0 43,298 17,950 March _______________________________ 343,684 331,384 12,300 195,622 5,614 21,771 0 42,084 9,500 
ApriL _______________________________ 360,509 348,359 12,150 73,480 5,750 119,189 250 23,623 11,250 May _________________________________ 446,377 354,960 91,418 155,164' 30,473 128,283 0 27,420 4,870 June _________________________________ 593,203 571,726 21,478 260,835 3,600 80,031 12,000 31,638 9,949 July _________________________________ 408,519 392,497 16,022 117,903 31,532 93,240 3,750_ 2,789 14,775 August ______________________________ 433,866 411,376 22,490 194,807 7,935 72,401 6,000 51.000 13,21iO September ___________________________ 352,700 336,321 16,378 166,700 0 30.556 0 27,607 30,693 October ______________________________ 514,485 509,463 5,022 138,724 31,000 67,879 15,250 39,501 11,950 November ___________________________ 355,991 -347,732 8,259 123,394 760 ' 88,899 9,330 27,140 10,860 December ___________________________ 587,182 5~6, 974 20,208 200,791 35,393 75,405 0 27,431 17,234 

1962 January _____________________________ 235,096 231,596 3,500 141,960 10,750 31,198 3,000 11,244 5,000 February ____________________________ 243,567 231,709 11,858 85,438 3,000 57,520 0 26,915 10,042 March _______________________________ 2M,887 252,521 2,366 100,989 3,198 18,533 0 13,930 18,880 ApriL _______________________________ 237,096 227,117 9,979 98,372 0 12,693 0 12,541 R,230 

~~~~::::::::::::::::::::::::::::: ~::: 423,812 419,783 4.029 242,202 27,009 13,452 0 26,616 24,660 
587,787 574,787 13,000 242,7u1 17,099 ;6,118 0 31,272 27,546 

,d 

Financial 'Commer-
and real clal and 
estate other 

714,'662 183,993 
501,659 187,380 
982,567 274,730 

1,093,362 304,225 
1,109,905 427, OM 

64,568 12,775 
54,224 47,150 
52,295 16,798 

109,355 17,611 
59,880 40,288 

145,151 50,001 
115,052 29,479 
70,228 18,245 
63,858 33,286 

151,122 59,059 
76,586 19,022 

147,586 83,342 

15,163 16,781 
47,634 13.018 
60.590 38,767 
54,401 50.858 
61.347 28,525 

136,628 56,363 



I The data in these tables cover substantiallY all new issues of securities offered for 
cash sale in the United States in amounts over $100,000 and with terms to maturity 
of more than 1 year. Included in the compllation are'issues primtely placed as 
well as Issues puhlicly oITered and unregistered issues as well as tbose registered under 
the Securities Act of 1933. The figurcs on publicly offered issues include a small 
amount of unsold securities, .ehiefiy nonunderwritten ISSues of small compames. 
The figures on privately placed issues illclude securities actually issued but exclude 
securities which institutions have contracted to purchase but which had not been 
taken down during the period covercd by the'statisties. Also excluded are: inter· 
corporate transactIons; U.S. Government "Special Series" Issues and other sales 
directly to Federal agencies and trust accounts; notes issued exclusively to commercial 
banks; Issues of Investment companIes; and issues to be sold over an extended period 
such as offerings under employee-purchase plans. The chief sources of data are the 
financial press and documents filed with the Commission. Data for offerings of 
State and municipal securltl~s',ai"e from the Bond Buyer; these represent principal 

amounts instead of gross proceeds. All figures are subject to revision as new data are 
received. For data for the years 1934-56, see 25th Annual Report. 

2 Gross proceeds are denved by multiplying principal amounts or numbers of 
units by olfering prices except for State and municipal issues where principal amount 
is used. Slight dlscrepancles between the sum of figures ill the tables and the totals 
shown are due to rounding. 

3 Issues sold by competitive bidding directly to ultimate investors are classified as 
publicly oITered issues. , 

, Issues in this group include those between $100,000 and $300,000 in size which are 
exempt under Regulation A of the SecuritlCs Act of 1933. 

, Chiefly bank stock issues. , 
• The bulk of the securIties included in this category are exempt from registration 

under section 4(1) of the Securities Act of 1933. ' 
7 Excluding issues of investment companies. 
8 Excluding ISsues sold by competitive bidding directly to ul~imate investors. 
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TABLE 4.-Proposed uses of net proceeds from the sale of new corporate securities 
offered for cash in the United States_ 

PART I.-ALL CORPORATE 

[Amounts in thousands of dollars ') 

Proceeds New money 
Calendar year or Retire- -Other 

month' ment of purposes 
Total gross Total net Total new Plant and Working securities 
proceeds 3 proceeds a money equipment capital 

1957 ______________________ 12883,533 12,661,300 11,783.879 9,039,778 2,744.101 214,294 663,127 1958 ______________________ 11,558,343 11.371.563 9,907.135 7,792,008 2,115.127 548,952 915,475 1959 ______________________ 9.748.069 9_ 526, 631 8,577,764 6,084,152 2,493,612 134,548 814,319 1960 ______________________ 10,153,980 9,923,779 8,758,240 5,661.567 3,096,673 270,784 894,755 1961. _____________________ 13,147,279 12,874,167 10,829,087 7,539,489 3,289,598 895,231 1,149,849 

1961 January __________________ 600,616 590,250 551,575 359,176 192,399 10,346 28,328 
February ________________ 695,413 681,810 611,885 304,253 307.632 14,327 55,598 March ___________________ 696,272 679,178 484,111 288,762 195,349 117,655 77,412 
AprIL _________ - _______ --_ 2,231,437 2,202,858 2,055,451 1,780,209 275,242 84,749 62,658 May _____________________ 1,341,815 1,314,344 1.090,014 833,809 256,205 55.279 169,051 
June _____________________ 1,778,662 1,743,947 1,126,731 758.816 367,915 426,340 190,877 July ______________________ 1,075,335 1,049,287 845,655 560,086 285,569 21,590 182,042 August _________________ -'_ 813,335 792,866 662,165 433,982 228,183 30,512 100,189 
September _______________ 677,511 658,487 611,683 402,121 209,562 11,204 35,600 October __________________ 1,155,464 1,129,133 951,815 641,013 310,802 39,609 137,709 
November _______________ 987,193 960,647 907,977 670,790 237,187 12,615 40,055 
December ________________ 1,094,227 1,071,359 930,024 506,472 423,552 71,004 70,330 

1969 January __________________ 647,2H4 631,924 507,166 326,198 180,968 39,479 85,279 February ________________ 883.533 865,820 792,001 641,865 150,136 6,851 66,968 March ___________________ 846,906 822,607 709,407 458,250 251,157 15,916 97,284 AprIL ____________________ 1,216,982 1,185,003 1,032,903 753,421 279,482 72,016 80,084 May _____________________ 801,097 784,966 620.050 435,248 185,703 24,963 139,053 June _____________________ 1,232,496 1,214,338 952,698 712,791 239,906 81,930 179,710 

PART 2.-MANUFACTURINO 

1957 ______________________ 4,233,708 4,153,534 3,764,423 2.644,460 1.119,963 49,131 339,980 1958 ______________________ 3,515,407 3,459,399 2,851,033 2.027,328 823,705 194,629 413,738 1959 ______________________ 2,072,820 2,011,306 1,684,071 863,709 820,362 70,419 256,815 1960 ______________________ 2.152,419 2,076,267 1,710,743 944,632 766,111 79,327 286,196 1961. _____________________ 4,111,683 4,014,274 3,059,739 1,921,751 1,137,988 305,925 648,611 

1961 JanuarY __________________ 173,177 169,784 155.356 97,322 58,084 1.246 13,183 February ________________ 106,322 103,654 75,114 29,653 45,461 4.739 23,801 March ___________________ 285,626 279,351 182,692 79,230 103,462 31,736 M,923 

M':;l:~=:=:::==::::::::::: 601,932 590,049 543,257 439,882 103,375 16,380 30,412 
480,831 468.993 339,003 203,516 135,487 22,449 107,542 June _____________________ 584,807 573,715 340,098 170,549 169.549 127,677 105,939 July ______________________ 451,725 440,363 312,156 229,874 82, 282 12,184 116,023 

August ___________________ 287.658 280.188 179,244 92,849 86,395 25,302 75,641 September _______________ 268,437 260,457 232,913 154,286 78,627 8,254 19,290 October __________________ 308,272 299,576 234.258 141,671 92,587 28,301 37,017 November _______________ 232,576 224,675 189,278 127,558 61,720 9,857 25,540 December ________________ 330,229 323,469 276,370 155,363 121,008 17,800 29,298 
--

1965 January __________________ 224,512 219,178 186.402 103,186 83.216 13.812 18,964 February ________________ 138,538 133,086 89,316 52,650 36,665 2,069 41,702 March ___________________ 
329,406 320,657 280,036 141,567 138.469 2,412 38,209 

tf:;l_-_____ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~ ~ ~ 462, 666 450,814 355,095 206,238 148,857 67.250 _ 28,468 
278,633 274,816 11;4,895 72,674 82,221 5,104 114,817 June _____________________ 
361,224 355,611 290,167 198,477 91,690 13,938 51,505 

See footnote at end of table. 
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TABLE 4.-Prop08ed U8e8' of net proceed8 from the 8ale of new corporate 8ecurities 
offered for cash in the United State8-Continued 

Calendar year or 
month t 

1957 ______________________ 
1958 ______________________ 
1959 ________ ~ __________ ~ __ 
1960 ______________________ 
1961 ______________________ 

1961 January ________________ ' __ 
February ________________ 
March _____ ~ _____________ 

U:~I __ ~~================== June _____________________ 
July _____________________ 
August. _. ________________ 
September _______________ 
October __________________ 
November _______________ 
December ________________ 

1969 January __________________ 
February: _______________ 
March ___________________ 

U:~~~=================== J une _____________________ 

PART 3.-EXTRACTIVE 

[Amounts In thousands of dollars '] 

Proceeds New money 

Total gross Total net Total new Plant and 
proceeds 8 proceeds , money equipment 

288,574 276, S09 242,826 159,783 
246,565 239,274 184,092 95,221 
161,396 154,495 119,555 39,190 
245,682 239.469 154, 216 71,338 
261,386 256,241 181,642 88, 106 

15,171 15,105 13,282 6,414 
28,283 27,682 25,071 9,024 
16,756 16,130 15,136 6,387 
9,93; 9,762 5.852 2,828 

34,168 3.3,644 32,017 24,791 
10,675 9, Qe5 9,4;6 3,822 
32,912 32,549 15,420 575 
15292 14,826 14,033 6,628 
15,287. 14,975 14,825 3,669 
36,844 36,521 ~, 551 1,420 
4,427 4,264 4,089 1,050 

41,636 40,817 25,889 21,497 

15,388 15,066 13, 373 5,164 
12,614 11,994 7,402 2,432 
15,528 14,999 14,881 3,260 
14,691 14,049 10,229 2,021 
36,867 36,204 34,811 29,631 
23,099 23,027 20,418 8, 412 

Working 
capital 

83,042 
, 88,871 

SO. 365 
82.879 
93,536 

6,867 
16,047 
8,749 
3,024 
7,226 
5,654 

14,846 
7,405 

11,156 
5,131 
3,039 
4,391 

8, 209 
4,969 

11,620 
8,208 
5,179 

12,006 

PART 4.-ELECTRIC, GAS AND WATER 

1957 ______________________ 3,938,087 3,871,899 3,6,,9,189 3,645,919 13,271 1958 ______________________ 
3, S04, 105 3,743,395 3,441,074 3,411,355 29,719 1959 ___________ ~ __________ 
3,257.790 3,204,090 3,056,634 3,036,644 19,990 1960 ______________________ 
2, 851, 2l.~ 2,805,315 2,655,559 2,624,059 31,500 1961 ______________________ 3,039,442 2,996,763 2,808,861 2,792,792 16,070 

1961 January __________________ 
139,643 137,23,; 134,198 134,160 87 February ________________ 162,751 159,999 159,961 159,923 38 March ___________________ 
85,067 83,693 81,912 81,546 366 

U:~l __ ~~================== 
278,098 274, 984 247,393 247,116 277 
461,286 455,732 408,095 406,670 1,425 June _____________________ 
408, 145 401,912 387,411 385,859 1,552 July _____________________ 
275,744 272,092 255,651 255,299 2.5l August ___________________ 
219,670 216,800 214.307 213,466 841 September _______________ 112,674 111,315 110,909 105,319 5,589 October __________________ 318,050 313,608 281,887 280,479 1,407 November _______________ 367,029 361,721 361,597 359,626 1,971 December ________________ 211,284 '207,672 165,642 163,327 2,315 

1989 January __________________ 
115,747 113,414 83,859 83,822 37 February ________________ 152,837 151,303 147,545 146,710 836 March ___________________ 
196.541 194,078 191,920 '191,588 332 

tr:~~-~~================== 
382,753 376,726 376,726 376,495 231 
216,943 213,600 195,122 192,911 2,211 J une _____________________ 
472,979 466,398 332,996 332,934 62 

See footnotes at end of table. 

' Retlre- Other 
ment of purposes 

securities 

6;838 27,145 
2,033 53,149 

12,245 . 22.695 
8,476 76,777 
2,724 71,876 

593 1,230 
817 1,794 
249 745 
286 3,623 
514 1,113 
32 458 
37 17,092 

196 596 
0 150 
0 29,970 
0 175 
0 14,929 

500 1,194 
0 4,592 
0 ' 118 
0 3,820 

150 '1,244 
6.~2 1,957 

51,2SO 161,430 
138,392 163,928 
15,250 132,205 
51,170 98,587 

104,394 83,507 

0 3,037 
0 38 
0 1,782 

21,442 6,149 
16,757 311,880 
13,174 1,327 
3,378 13,164 
1,696 797 

203 203 
7,721 24.000 

0 123 
40,023 2,006 

24,000 6,554 
3,757 0 
1,082 

0 
1,077 

0 
15,940 2,537 
56,161 77,241 
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TABLE 4.-Proposed uses of net proceeds front the sale of new 'corporate securities 
offered for cash in the United Statc8-Continu~ 

PART 5.-RAILROAD 

[Amount:' In thousands of dollars I] 

Proceeds New money 
Calendar year or Retire· Other 

month 2 • ment of purposes 
Total'gross Total net Total new Plant and Working ::::ecllritiE's 
proC'PJds 3 proceeds 3 money eqUipment capital 

1957 .....•.............•.. 34~, 647 340,244 326.409 326,409 0 13,835 0 
1958 •..................... 238,352 235,542. 206,381 188,784 17,597 29,161 0 
1959 .•. _ ..•............... 173,913 172,244 172,244 169,314 2,930 0 0 
1960. ________ ._ ... __ . _____ 211,244 209,146 174,485 174,485 0 34,661 0 ,1961 _____________ - _________ 178,693 176,868 148,348 148,148 200 21,271 7,250 

1961 January __________________ 27,620 27,384 27,384 27,384 0 0 0 February ________________ 17,063 16,848 10,374 10,175 200 6,473 0 March ___________________ 22,537 21,984 13,171 13,171 '0 8,812 0 
AprIL.---- ______________ 10.404 10,300 10.300 10,300 '0 0 0 
May ___________________ ~_ 14,204 14,Of>5 14.065 14.065 -0 0 0 June _____________________ 13.237 13,185 7,200 7,200 0 5,985 0 
July _____________________ 8,547 8,481 8,481 8,481 0 0 0 
Au~ust. __________________ 16,433 16,276 16,276 16,276 0 0 0 
September _______________ 0 0 0 0 0 0 0 October __________________ 19,444 19.360 12,110 .. 12, !l0. 0 0 7,2.10 November _______________ 23,771 2.3,608 23,608 23,608 0 0 0 December ________________ 5,432 5,378 5,378 5,378 ~ 0 0 

1961! January __________________ 11,822 11,727 11,727 11,727 0 0 0 February ________________ 17,39n 17,239 17,239 17,239 0 0 0 March ___________________ 19,501 19,330 19,330 19,330 0 0 0 

U:!l_-~=:::::::::::::::::: 7.248 7.191 7,191 7,191 0 0 0 
11,565 11,472 11,472 11,472 0 0 0 

.~une _______ : _____________ 17,514 17,347 17,347 17,347 0 0 0 

PART 6.-0TIIER TRANSPORTATION 

1957 ______________________ 479,921 475.421 465,005 456,M5 8,430 204 10,122 1958 ______________________ 585,5a9 5~O,031 474,43R 458,345 16,093 8,505 97,ORS 1959 ______________________ 792,829 784.469 747,347 699,873 47,474 15,077 22.045 
1960 ______________________ .107,286 501,031 m:g~6 423,993 27,071 3.908 46,059 
1961. _____________________ 534,318 529,020 453,943 23,737 . 4,839 46,501 

1901 
January __________________ 55,12~ 54,396 53,544 51,236 2,308 322 529 February __ • _____________ 44,615 44,230 44.051 43,108 943 90 90 March ___________________ 60,434 59.653 58.210 53,084 5.125 722 722 
AprIL ____________________ 23,623 23,524 20,871 19,259 1.6ll 630 1.823 M"y _____________________ 54,134 53,181 52.959 49,297 3,662 111 111 .r une~ ~ ___________________ 109,741 108, fl56 67,842 66,975 867 708 -40,106 July ______________________ 3.051 2.976 2,876 2,316 560 50 50 Augu'L __________________ S3.91O 53.434 52,137 50,643 1,494 649 649 
September _______________ 27,907 27.7R3 27.783 26,638 1,145 -0 0 
Oetober __________________ 41,601 41.327 39,2iO 3~. 63S 632 497 1,561 
November _______________ 32.249 32,047 32,047 27,691 4,356 -0 0 December ________________ 27,931 27,812 26.090 25,057 1,034 861 861 

1962 January __________________ 12,323 12,076 10,933 .10.233 700 509 634 Febr'uary ________________ 27.903 27,670 27.268 26,771 497 160 242 March ___________________ 56,fl30 54.944 54.396 53.574 822 345 203 ApriL ____________________ 21,238 20,601 20,601 20,511 90 0 0 May _____________________ 26,816 26,736 26,736 25,459 1,27R 0 0 
~une-------,----- ________ 31.272 31,147 30,392 30.015 377 '377 377 

See footnotes at end of table. 
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,TABLE 4.-Proposod 1Ises of net proceed8 from the sale of new corporate securities 
ofIe/oell for ca8h in the United State8-Continued 

PART 7,-COM11UNICATION 

[Amounts in thousands of dollars I) 

Proceeds New money 
Calendar year or Retireo Other 

month' ment of purposes 
Total gross Total net Total new Plant and Working securities 
proceeds 3 proceeds 3 money equipment capital 

1957 ______________________ 1,461. 748 1. 444, 446 1,427.977 1,425,696 2,281 3,904 12,566 1958 ______________________ 1.423.776 1,411,831 1,265,315 1.262,382 ' 2.933 118.112 28,404 
1959 ______________________ 717,101 707,265 702,959 701,347 1,612 113 4,192 
1960 ______________________ ,1,049,810 1,036,460 1,031,659 1,022,870 8,790 6g2 4,119 196L _____________________ 1,820,801 1,804,593 1,407,979 1,397,898 10,081 377,656 18,958 

1961 January __________________ 21,300 21,140 17,857 17,588 270 0 3,283 February ________________ 41.306 40.527 38,700 36,914 1,786 0 1,827 Marc1'- __________________ 90,200 88,994 18,885 18,709 176 69,933 176 ApriL ___________________ 1;044.870 1,038,794 993,7i9 991,649 2,130 44,973 42 May _________________ , ____ 97.929 97,193 84,881 84,723 158 ,12,154 158 June _____________________ 269,544 266,613 13,948 13,778 169 250,531 2;134 July ______________________ 16,095 15,694 14,980 13,627 1,353 66 648 AugusL __________________ 13,250 13,191 4,534 4.348 186 0 8,057 Septomber _______________ 76,946 75,179 74,088 73,503 585 0 1,091 October __________________ 25,630 25,181 24,444 23,188 1,256 0 737 November _______________ 81,498 80,272 80,066 78,054 2.012 0 206 Decomber ______ , _________ 42,234 41,816 41,816 41,816 0 0 0 

196£ January __________________ 74,673 73,084 71,304 71,304 0 0 1,780 FeQruary ________________ 365,906 362,342 360.804 360,741 62 0 1. 539 March ___________________ 21,098 20.873 20,719 20,565 154 0 154 ApriL ___________________ 89,514 88,608 86,745 86,711 34 112 1,750 May _____________________ 65,071 63,544 63,148 62,724 424 0 396 June _____________________ 80,372 79,352 77,602 77,602 0 0 1,750 

PART8.-FINANCIAL AND REAL ESTATE 

1957 ______________________ 1,795,413 1,768,353 1,635,740 241,464 1,394.276 67,314 65,298 1958 ______________________ 1,088,299 1,060,792 900,109 186,773 713,336 46,887 113,796 1959 ______________________ 1,852,906 1,807,390 1,568,990 300,592 1,268,398 6,116 232,285 1960 ______________________ 2,524,619 2,472,229 2, 143, 135 267,586 1,875,549 71,366 257,728 196L _____________________ 2,274,833 2,212,051 2,014,989 499,495 1,515,494 35,572 161,490 

1961 January __________________ 148,570 146,232 132,005 18.781 113,224 8,106 6,121 February ________________ 227,664 223,842 220,843 7,215 213,628 1,022 1,977 March ___________________ 97,401 93,643 85,816 27,044 58,7i2 1,400 6,427 ApriL ___________________ 190,836 186,144 168,987 59,420 109,566 410 16,748 May _____________________ 117,686 113,014 90,146 27,308 62,837 1,834 21.034 June _____________________ 243,233 236, .587 203,184 77,870 125,314 5,442 27,962 July ______________________ 217,518 210,382 182,322 33,010 149,313 4,165 23,895 AugusL __________________ 132,982 128,808 116,276 22,665 93,611 1,849 10,683 
September _______________ 110,045 106,559 100,840 23,162 77,678 1,452 4,268 October __________________ 290,932 282,344 260,039 108,834 151,206 1,760 20.54;; 
November _______________ 183,355 176,646 163,531 32,160 131,371 2,3i2 10,743 Docember ________________ 314,612 307,848 291,000 62,026 228,975 5,761 II. 087 

1962 
January __________________ 104,315 102,750 59,465 30,493 28.972 558 42,728 
February ________________ 126,041 122,477 108.726 11,114 97,612 755 12995 March ___________________ 143,426 136.414 76,576 9,683 66,892 10,414 49,425 

U:~I::::::::::::::::::::: 142,035 135,196 97,399 27,312 70,087 1,405 36,392 
96,496 93,815 78,354 16,808 61,546 2.744 12,717 June _____________________ 172,656 170,049 137,869 21,884 115,985 7,493 24,687 

See footnotes at end of table. 
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TABLE 4.-Proposed uses of net proceeds from the sale of new corporate securities 
offered for cash in the United States-Continued 

PART 9.-COMMERCIAL AND OTHER 

[AmoUD ts In thousands of dollars I) 

Proceeds New money 
Calendar year or Retlre- "Other 

month I mont of purposes 
Total gross Total net Total new Plant and Working securities 
proceeds 3 proceeds 3 money equipment caplt.al 

1957 ______________________ 342.435 330.593 262.220 139.382 122.838 21.788 46.585 1958 ______________________ 656.299 641.298 584.692 161.819 422.873 11.234 45.372 
1959 ______________________ 719.314 685.374 525.963 273.463 252.480 15.328 144.082 1960 ______________________ 

611.705 583.860 437.378 - 132.604 304.774 21.194 125,288 
196L ___________________ "_ 926,123 884,356 729,849 237.357 492,492 42.850 111,657 

1961 January __________________ 20.012 18.975 17,950 6.291 11,659 80 945 February ________________ 67,410 65.028 37,771 8,242 29,530 1,186 26,070 March __________ : ________ 38.251 35.730 28,289 9,590 18.699 4,803 2,638 

tf;~':~ ~== = ==: = = ~ = ~ = ~ == = = = 
71.738 69.300 65.013 9.754 55.258 428 3.800 
81.577 78.521 6R,848 23.439 45,409 1,460 8,213 June _____________________ 139,190 133,315 97,573 32.764 64,809 22.792 -12,951 July ______________________ 69.744 66.750 53.869 16.904 36.965 1.711 11.170 August ___________________ 74.140 69.344 6,0;.358 27.107 38,251 820 3.166 

September _______________ 66.215' 62.218 50.325 15.544 34.781 1.295 10,598 Octobcr __________________ 114.690 . Ill, 216 93.256 3'1.672 58.583 1.331 16.629 
November _______________ 62.288 57.414 53.761 21.043 32.71S 386 ' 3.267 
December ________________ 120.868 116.546 97.838 32.008 65,830 6,059 12.150 

1961 January __________________ 88,485 84.628 70.103 10.269 59.834 100 14.425 
February ________________ , 42.298 39.709 33.702 24.207 9.494 110 5.898 March _____ ~ _____________ 61.776 61,312 51.550 18.683 32.867 1.664 8.098 April. __________________ l_ 96.830 91.819 78.917 26.941 51.975 3.248 9.654 May _____________________ 6g,705 61.779 56.4ll 23.567 32,844 1.025 -7.342 
J une _____________________ 73,379 ' 71.407 45.906 26,121 19,785 3,309 22.192 

I Sllght dIScrepancies between tbe sum of figures in the tables nnd tbe totals shown are due to rounding • 
• For earlier data see 25th annual report. 
• Total estimated gross proceeds represent the Bmount paid for the securities hy Investors, while total 

estimated net proceeds represent the amount received by the issuer after payment of compensation to dis' 
trlbutors and otber costs of fiotation. -



TABLE 5.-A 8umn~ry of corporate securitie8 publicly offered and privately placed in. each year from 1934 through J~ne 1962 

[Amounts in millions of dollars] 

Total Public offerings 

Calendar year 

Private placements - Private placements 
as percent of total 

All Debt Equity All Debt Equity All Debt ~quity All Debt 
issues issues issues issues issues issues issues issues lssues issues , issues 

1934- ________________________________ 397 372 25 305 280 25 92 92 0 23.2 24.7 1935 _________________________________ 2,332 2,225 108 1,945 1,840 lOB 387 385 2 16.6 '17.3 1936 _________________________________ 4,572 4,029 543 4,199 3,660 539 373 369 4 . 8.2 '9.2 1937 _________________________________ 2,309 1,618 691 1,979 1,291 688 330 327 3 14.3 20.2 1938 _________________________________ 2,155 2,044 111 1,463 1,353 110 692 691 1 32.1 33.8 
1939 _________________________________ 2,164 1,979 185 1,458 1,276 181 706 703 4 32.B 35.5 1940 _________________________________ 2,677 2,386 291 1,912 1,628 284 765 758 7 28.6 31.8 194L ________________________________ 2,667 2,389 277 1,854 1,578 276 813 811 2 30.5 33.9 1942 _________________________________ 1,062 917 146 6i2 506 136 420 411 9 39.5 44.8 1943 ________________ , __________ , _____ 1,170 990 180 798 621 178 372 369 3 31.8' 37.3 1944- ________________________________ 3,202 2,670 532 2,415 1,892 524 787 778 9 24.6 29.1 1945 __ . ______________________________ 6,011 4,855 1,155 4,989 3,851 1,138 1,022 1,004 18 17.0 20.7 1946 _________________________________ 6,900 4,882 2,018 4,983 3,019 1,953 1,917 1,863 54 27.8 38.2 1947 __ . ______________________________ 6,577 5,036 1,541 4,342 2,889 1,452 2,235 2,147 88 34.0 42.6 1948 _________________________________ 7,078 5,973 1,106 3,991 2,965 1,028 3,087 3,OOS 79 43.6 50.4 1949 _________________________________ 6,052 4,890 1,161 3,550 2,437 1,112 2,502 2,453 49 41.3 50.2 1950 _________________________________ 6,362 4,920 1,442 3,681 2,360 1,321 2,680 2,560 120 . 42.1 52.0 1951 _________ c _______________________ i,741 5,691 2,050 4,326 2,364 1,962 3,415 3,326 88 44.1 58.4 1952 _________________________________ 9,534 7,601 1,933 5,533 3,645 1,888 4,002 3,957 45 42.0 52.1 
1953 _________________________________ 8,898 7,083 1,815 5,580 3,856 1,725 3,318 3,228 90 37.3 45. B 1954 _________________________________ 9,516 7,488 2,029 5,848 4,003 1,844 3,668 3,484 184 38.5 46.5 1955 _________________________________ 10,240 7,420 2,820 6,763 4,119 2,644 3,477 3,301 176 34.0 44.5 1956 _________________________________ 10,939 8,002 2,937 7,053 4,225 2,827 3,886 3,777 109 35.5 '47.2 1957 _________________________________ 12,884 9,957 2,927 8,959 6, 118 2,841 3,925 3,839 86 30.5 38.6 1958 _________________________________ 11,558 9,653 1,906 8,068 6,332 1,736 3,490 3,320 170 30.2 34.4 1959 _________________________________ 9,748 7,190 .2,558 5,993 3,557 ; 2,436 3,755 3,632 122 38.5 50.5 19BO _________________________________ ' 10,154 ~:~~~ 2,073 6,657 4,806 1,851, 3,497 3,275 221 34.4 40.5 196L ________________________________ 13,147 3,722 8,149 4,706 3,443 4,999 4,720 279 38.0 50.1 
1962 (January-June) _________________ 5,628 4,482 : 1,146 3,646 2,544 ,1,102 1,982 1,938 45 35.2 43.2 
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TABLE 6.-Broker8 anrL"dealer8 regi8tered under the Securitie8 Exchange Act 01 
1934 I-effective registration8 a8 01 June 30; 1962, cla88ified by type 01 orga­
nization and by locat-ion of principal office 

Number of registrants N umber of proprietors, partners, 
. officers, etc. t.3 

Location of principal offico 

Total 

Solo 
pro­
prie­
tor­

ships 

Part- Cor-
ner· pora- Total 

ships tions ' 

Sole 
pro­
prie­
tor­

ships 

Part- Cor-
ner- pora-

ships tions , 

------------1------------------------
Alabama ___________________________ _ 37 12 Alaska _____________________________ _ 5 4 Arizona ____________________________ _ 32 6 Arkansas ___________________________ _ 30 5 
ca�ifornia __________________________ _ 474 182 Colorado ___________________________ _ 98 27 
Connecticut ________________________ _ 46 15 Delaware ___________________________ _ 20 7 
District of Columbia _______________ _ 111 30 Florida _____________________________ _ 145 43 Georgia ____________________________ _ 
HawaiL ____________________________ _ 40.. 12 

35 9 Idaho ______________________________ _ 17 9 Dlinois _____________________________ _ 200 40 
Indiana ____________________________ _ 59 28 Iowa _______________________________ _ 39 13 K ansas _____________________________ _ 34 9 Kentucky __________________________ _ 20 5 Louisiana __________________________ _ 47 24 Maine ______________________________ _ 31 12 Maryland __________________________ _ 77 23 Massachusetts ______________________ _ 226 91 Michigan ______________ c ____________ _ 61 10 Minnesota _________________________ _ 80 8 

~:~~~~~r~!======:=::::=::=:::::::::: 21 7 
90 25 Montana ___________________________ _ 17 8 Nebraska ___________________________ _ 33 10 Nevada ____________________________ _ 7 2 New HampshIre ____________________ _ 11 7 

New Jersey _________________________ _ 246 123 New Mexico _______________________ _ 10 4 
New York State (excluding New York City) ______________________ ,_ 523 274 North Carolina _____________________ _ 40 11 North Dakota ______________________ _ 10 2 Ohio _______________________________ _ 135 26 Oklahoma __________________________ _ 44 18 Oregon _____________________________ _ 29 5 pennsylvania ______________________ _ 246 67 Rhode Island _______________________ _ 24 3 South Carolina _____________________ _ 28 6 South Dakota ______________________ _ 6 2 Tennessee __________________________ _ 52 12 Texas ______________________________ _ 210 90 Utah _______________________________ _ 48 15 Vermont. __________________________ _ 5 3 Virginia ____________________________ _ 54 18 Washington ________________________ _ 
West Virginia ______________________ _ 
Wlsconsin __________________________ _ 

85 45 
16 10 
50 6 Wyoming __________________________ _ 
11 7 

Total (excluding New York 
City)________________________ 4,015 1,430 

New York City_____________________ 1,749 376 

6 
o 
3 
2 

85 
5 

12 
5 

18 
9 
6 
5 
1 

57 
4 
5 
5 
6 

10 
2 

16 
35 
17 
7 
6 

17 
2 
o 
1 
1 

33 
3 

49 
4 
1 

36 
4 
6 

83 
9 
4 
o 
7 

21 
8 
o 

12 
3 
2 
3 
o 

19 117 
1 7 

23 127 
23 115 

207 1,809 
66 352 
19 196 
8 73 

63 473 
93 452 
22 219 
21 162 
7 45 

103 983 
27 181 
21 125 
20 146 
9 71 

13 117 
17 80 
38 271 

100 975 
34 320 
65 428 
8 62 

4R 539 
7 39 

23 121 
4 24 
3 24 

90 552 
3 30 

200 1,093 
25 212 
7 30 

73 636 
22 120 
18 104 
96 1. 032 
12 63 
18 87 
4 17 

33 224 
99 672 
25 135 
2 15 

24 200 
37 277 
4 34 

41 255 
4 24 

12 
4 
6 
5 

181 
27 
15 

7 
30 
43 
12 
9 
9 

40 
28 
13 
9 
5 

24 
12 
23 
91 
10 
8 
7 

25 
8 

10 
2 
7 

123 
4 

274 
11 
2 

26 
18 
5 

67 
3 
6 
2 

12 
90 
15 
3 

18 
45 
10 
6 
7 

18 
o 
8 
4 

564 
19 
59 
25 

119 
22 
29 
12 
3 

299 
8 

14 
15 
22 
41 

7 
98 

246 
100 
31 
16 

133 
4 
o 
2 
2 

83 
10 

140 
10 
2 

201 
9 

12 
404 

24 
9 
o 

27 
76 
31 
o 

64 
6 
5 

-24 
o 

636 1,949 14,465 1,429 3,057 
585 788 8,075 376 3,823 

87 
3 

113 
106 

1,064 
206 
122 

41 
324 
387 
178 
141 
33 

644 
145 
98 

122 
44 
52 
61 

150 
638 
210 
389 

39 
381 

27 
111 

20 
15 

346 
16 

679 
191 

26 
409 
93 
87 

561 
36 
72 
15 

185 
506 
89 
12 

118 
226 
19 

225 
17 

9,979 
3,876 

TotaL________________________ 5,764 1,806 1,221 2,737 22,540 1,805 6,880 13,855 

I Does not include 104 registrants whose principal officcs are located in foreign countries or other territorial 
jurisdictions not Iistcd . 

• Includes directors, officers, trustees, and all other persons occupying similar status or performing similar 
functions . 

• Allocations made on the basis ofiocation of principal offices of registrants, not actual location of persons. 
Information taken from latest reports filed prior to June 30, 1962. 

, Includes all forms of organizations other than sole proprietorships and partnerships. 
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TABLE 7.-Number of issuers ami seeurity issues on e3Jehanges 
PART l.-UNDUPLICATED NUMBER OF STOCK AND BOND ISSUES ADMITTED TO 

TRADING ON EXCUANGES AND TIlE NUMBER OF ISSUERS INVOLVED, AS OF JUNE 
30,1962 

-- Total Issuers 
Status under tbe Act I Stocks Bonds stocks involved 

and bonds 

Registered pursuant to Section 12 (b), (c), and (d) _____ 
Temporarily exempted from registration by Commis-

2,821 1,192 4,013 2,390 

sion rule. ____________ ._. _____________ . _______________ 8 6 14 5 
Admitted to unlisted trading privileges on registered 

exchanges pursuant to Section 12(f) ___________________ 173 26 199 159 
Listed on exempted exchanges wIder exemption orders of the Commisslon ___________________________________ 75 8 83 60 
Admitted to nnlisted tradmg privileges on exempted 

exchanges under exemptIOn orders of the Commission_ 14 0 14 14 
TotaL ___________________________________________ 3,091 1,232 4,323 2,628 

I Registered: Section 12(b) of tbe Act provides tbat a security may be registered on a national securities 
exchange by the issuer filing an appliCl'tion with the exchange and with the Commission containing certain 
types of specified information. Section 12(c) authori7es the Commission to require the suhmission of infor­
mation of" comparable character if in its Judgment information s]leeified under Section 12(b) is mapplicable 
to any specified class or classes of issuers. Section 12(d) provides that if the exchange authorities certify to 
the Commission that the security has been approved by the exchange for listing and registration, the regis­
tration shall become effectivo 30 days after the receipt of such certification by the CommISSIOn or within such 
shorter period 01 time as the CommiSSIOn may determine. 

Temporarily exempted: These are stocks of certain banks and other securities resulting from mergers, 
consolidations, etc., which the Commissiou has by published rules exempted from registratIOn under speci­
fied conditions and for stated periods. 

Admitted to unlisted trading privileges: Section 12(f) provides, in effect, that securities which were 
admitted to unlisted trading privileges on Mar. I, 1934 (i c., without applications for hsting filed by the 
issuers), may continue such status. Additional securities may be granted unhsted trading prh'ileges on 
exchanges only if they are listed and registered on another exchange or the issuer is subject to the reporting 
requiremeuts 01 the Act under Section 15«1). 

Listed on exempted exchanges: Certain exchanges were exempted from lull registration under SectIOn 6 
of the Act because of the limited volume 01 transactions. The Commission's exemption order specifies that 
securities which were listed on the exchange at the date of such order may continue to be listed thereon. and 
that thereafter no additional securities may he hsted except upon compliance with Section 12 (b), (e), and (d). 

Unlisted on exempt exchanges: The CommIssion's exemption order specifies that seeunties which were 
admitted to unlisted trading privileges thereon at the date of such order may continue such privileges, and 
that no additional securities may be admitted to unlisted trading prh'ileges except upon compliance with 
Section 12(1). 

PART 2.-NUMBER OF STOCK AND BOND ISSUES ON EACH EXCIIANGE AND NUl\IBER 
OF ISSUERS INVOLVED, AS OF'JUNE 30, 1962 

Stocks Bonds 
Exebanges Issuers ___ ---; __ -,-__ ,-_,-__ ,-__ .1 ___ ,-_---; __ ,...-__ ,-__ 

R X U XL XU Total R x U XL Total 
-------1------------------------
Americun ____________ _ 
Boston _______________ _ 
Chicago Board of Trade ______________ _ 
ClncinnatL _________ _ 
Colorado Springs ____ _ 
Detroit ______________ _ 
Honolulu ____________ _ 
MidwesL ____________ _ 
NationaL ____________ _ 
New York Stock _____ _ 
Pacific Coast ________ _ 
Philadelphia-Balti-

morc _______________ _ 
Pittsburgh ___________ _ 
Riehmond ___________ _ 
Salt I,ake ____________ _ 
Sun Francisco i\lining_ 
Spokane _____________ _ 
Whceling ____________ _ 

970 
400 

10 
156 

10 
250 

53 
459 

8 
1,321 

499 

537 
110 
18 
83 
40 
26 
13 

836 
62 

6 
42 

2 195 
348 

4 
121 _______ ______ ______ 11 _____ _ 

101 2 155 ___________ _ 
_______ ______ ______ 50 15 

390 120 ___________ _ 
9 _______________________ _ 

1,564 1 _________________ _ 
339 231 ___________ _ 

174 5 447 ___________ _ 
40 1 75 ___________ _ 

_______ ______ ______ 27 _____ _ 
81 3 ___________ _ 
40 _______________________ _ 
23 ______ 6 ___________ _ 

_______ ______ ______ 12 3 

1,033 
410 

10 
163 

11 
258 

65 
511 

9 
1,565 

570 

626 
117 
27 
84 
40 
29 
15 

59 2 31 _____ . 92 
10 ______ ______ ______ 10 

2 ______ ______ 11 

_______ ______ ______ 8 8 
15 ______ ______ ______ 15 

1,143 10 ______ ______ 1,153 
26 ______ ______ ______ 26 

51 _________________ _ 51 
1 1 

Symbols: R-registered; X-temporarily exempted; U-admitted to unlisted trading privileges; XL­
listed on an exempted exchange; XU-admitted to unlisted trading ]lrh'ileges on an exempted exchange. 

NOTE.-Issucs exempted under Section 3(a) (12) 01 the Act, such as obligations oC the U.S. Government, 
the States and cities, are not included in this table. ' 
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TABLE S.-Unlisted 8tock8 on stoc~ exchanges 1 

PART I.-NUMBER OF STOCKS ON THE EXCHANGES IN'THE VARIOUS, UNLISTED 
CATEGORIES' AS OF JUNE 30,1962 

Exchanges 
Unlisted only I Listed and registered on another exchange 

Clause 1 Clause 3 Clause 1 Clause 2 Clause 3' 

Amerlcan .• ______________________ 162 2 26 4 1 
Boston__________________________ 0 0 123 225 0 

0 3 0 0 
0 0 121 0 

C~i~go B,oard of Trade_________ 1 
CmcmnatL._____________________ 0 
Dptroit__________________________ 0 0 13 142 0 
Honolulu________________________ 15 '0 0 0 0 
Midwest________________________ 0 0 '0 120 0 
Pacific CoasL___________________ 5 0 ,~7 169 0 
Philadelphia-Baltimore __ ,_______ 2 0 213 232 0 

0 16 60 0 
0 0 0 1 

Pittsburgh _____________ ,--------- 0 
Salt Lake________________________ 2 

0 1 2 0 
0 ,0 3 0 

Spokane ___ -_____________________ 3 
Wheelmg._______________________ 0 

1---------1----------1---------1---------
'2 Total "____________________ 190 2 452 1,078 

PART 2,-UNLISTED SHARE VOLUME ON THE EXCHANGES-CALENDAR YEAR 1961 

Unlisted only I 
Exchanges 

Listed and registered on another exchange 

Clause 1 Clause 3 Clause 1 Clause 2 Clause 3' 

American _____________________ . __ 37,787, fl47 21,300 6,554,040 4,868.100 18,300 Boston __________________________ 0 0 2,395,263 2,492,278 0 
Chicago Board of Trade _________ 0 0 0 0 0 CincinnatL _____________________ 0 0 0 611,501 0 Detroit __________________________ 0 0 348,695 3,085,888 0 Honolulu ___________ : ____________ 91. 306 n 0 0 0 Midwest_ ~ ______________________ 0 0 0 13,349,581i 0 Pacific Coa~t ____________ -________ 6, U37, 171 0 4,772,588 7,396,614 0 
Philadelphia-Baltimore . _________ 1.314 0 5,497,421 6,021. 088 0 Pittsburgh ______________________ n 0 259,986 196,358 0 Salt Lake ________________________ 0 0 0 0 0 Spokane _________________________ 588,001 0 31,100 100 0 Wheeling ________________________ 0 0 0 1,400 0 

Total ______________________ 45,405,439 21,300 19,862,093 38,022,912 18,300 

I Refer to text under heading "Unlisted Trading PriYileges on Exchanges," Volumes are as reported 
by the stock exchanges or other report.ing agencies and are exclusive of those in short-term rights. 
, • The categories'are 'according to Clauses 1, 2, and 3 of Section 12(0 of the Securities Exchange Act. 

I None of these i~sues has any listed status on any domestic exchange . 
• These issues became listed and registered on othcr cxchanges subsequent to their admission to unlisted 

trading on the exchanges as shown, ' 
• Duplication of Issues among exchanges brings the figures to more than the actual number of issues 

IDvolved. ' 
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TABLE 9.~Dollar 'Volume and 8hare 'Volume of 8ales effected on· 8ecurities ellJ­
. changes in the calendar year 1961 and the 6-month period ended J.une 30, 1962 

[Amounts in thousands] 

PART 1."'712 MONTHS ENDED DEC. 31, 1961 

Stocks Bonds Rights and 
warrants - " 

Total 
dollar 

volume Dollar Share Dollar Principal Dollar Num- -
volume volume volume amount volume ber of 

units 
---

Registered exchanges _____ 66 . .067,691 63.802.355 2,010,314 2.022,766 1,953,823 242,571 130,842 ---American __________________ 6,921,020 6,751,977' 525.289 57,910 44,622 111,133 - 22,872 Boston _____________________ 318,944 318,520 6,269 0 0 424 283 
Chicago Board of 'rrade ____ 0 0 0 0 0 -0 0 CincinnatL ______ : _________ 46,607 46.539 891 60 84 8 _.- 14 Detrolt ___ ~ _______________ ._ 240,617 240,532 6,533 0 0 85 58 Mldwest ___________________ 1,764,807 1,761,746 43,951 158 176 2,903 '3,734 NationaL __________________ 0 0 0 0 0 0 0 New York _________________ 54,784,685 52,698,552 1,292,280 1,964,379 1,908.652 121,754 100,293 Pacific Coast ____________ .~_ 1,279,840 1,275,109 70,639 24 J7 4,707 2,559 
Phlladelphla-Baltlmore ____ 665,llO 663,320 16,003 233 272 J,557 - -1,029 
Pitts burgh ______________ . __ 35.400 35,400 1,026 ,0 0 '0 0 Salt Lake _____ . ____________ 3,049 3,049 19,573 0 0 0 0 San Franclsco ____ : _________ 2,894 '2,894 20,129 0 0 0 0 Spokane _____ , _____________ 4,718 4.718 7,729 0 0 0 0 

---
Exempted exchanges _____ 26,726 26,453 1,225 28 30 245 - 142 

---Colorado Springs ___________ 80 80 313 0 0 0 0 Honolulu __________________ 25,635 25,361 889 28 30 245 142 
Rlchmond _________________ 686 ,686 16 0 , 0 0 0 Wheeling __________________ 325 325 7 0 0 0 0 , 

PART 2.-6 MONTHS ENDED JUNE 30. 1962 

Stocks Bonds Rights and " , warrants 
'Total 
dollar 

Dollar volume Share Dollar Principal Dollar Num-
volume volume ~olume Qmount volume oor of 

units 
---

Registered exchanges _____ 30,976,514 29,918,948 883.373 1,000,666 1,005,348 56,900 34,282 ---American __________________ 2,294,181 2,216,710 189,314 32,393 33,085 45,078 6,386 Boston _______________ . _. ___ 147,567 147,567 2,940 0 0 1 29 
Chicago Board of Trade ____ 0 0 0 0 0 0 0 Cincinnati _________________ 23,395 23,325 440 58 84 12 16 Detroit _________________ • ___ 127,702 127,702 3,241 0 0 0 0 Mldwest __________ • _______ . 848,156 848,109 20.683 7 7 40' . 122 
NationaL ________ • _________ 319 3J9 138 0 0 0 0 New York _________________ 20,610,733 25,631,842 614.392 967,812 971,506 11,079 -27,301 
Pacific Coast _______________ 581,134 5SG,463 27,706 7 5 665 328 
Phlladelphla-Baltlmore ____ 321,987 321,572 7,976 389 662 26 99 Plttsburgh _________________ 18,121 18,121 425 0 0 0 0 Salt Lake __________________ 929 929 5,864 0 0 0 0 
San Francisco Mining ______ 1,139 1,139 8,613 0 0 0 0 Spokane ___________________ 1.152 1,152 1.642 0 0 0 ·0 ---

Exempted Exchanges ____ 13.608 13.605 749 3 ',3 0 0 ---
Colorado Springs ___________ 36 36 228- 0 0 0 0 Honolulu __________________ 12,914 12.911. 507 3 3 0 0 Rlchmond _______ • _________ ·504 504 7 0 0 0 0 Wbeeling __________________ .. 153 153 6 0 0 0 0 

NOTE.-Data on the value and volume of securities sales are reported In connection with rees paid under 
Section 31 of the Securities Rxchange Act of 1934. They Include nil securities sales effected on exchanges 
except sales of bonds of the U.S. Government which are not subject to the fee. The data cover odd-lot as 
wpll as round-lot transactions. Reports of most exchanges for a given month cover transactions cleared 
during tbe calendar month; clearances occur for the most part on tbe 4tb day after that on which the trade 
aotually was affected. 
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TABLE lO.-Oomparative 8hm'e sales and dollar volumes on. emchangcs 

[An~ual sales, Includ'ing stocks; warrants and rights, as repor'tcd by all U.S. exchanges to the ·Commlsslon. 
Figures for merged exchanges are included in those of the exchanges into whIch they were merged] 

Yeur Share sales NYS AMS MSE PCS PBS BSE DSE PIT CIN Other 
% % % % % % % % % % 

------------------
1935. _________ 681,970,500 73 13 1242 1.91 2.69 0.76 0.96 0.85 034 0.03 6.91 1936 __________ 962, 135,940 73 02 16.43 2.18 2.96 .69 .72 .74 .32 .04 2.90 1937 __________ 838, 469, 889 73.19 14.75 1. 79 3.23 .70 .83 .59 .38 .03 4.51 1938 __________ 543. 331. 878 78.08 10.55 2.27 2.67 .79 1.03 .75 .25 .04 3.57 1939 __________ 468, 330, 340 78.23 11.39 2.26 235 .93 1.18 .76 .2.1 .05 2.60 1940 __________ 377,896,572 75.44 13.20 211 278 1. 02 1.19 .82 .31 .08 2.05 1941. _________ 311,150,395 73.96 12.73 2.72 2.69 I 24 1.50 .87 .36 .14 379 1942 ____ : _____ 221,159,616 76.49 11.64 2.70 2.62 1.08 1.39 .90 .29 .12 2.77 1943 __________ 486,290,926 74.58 16. i2 2.20 1.92 .85 .76 .64 .20 .07 . 2.06 
1944 __________ 465. 523, 183 73.40 16.87 2.07 2.40 .79 .81 .86 .26 .06 2.48 
1945_: __ : _____ 769,018, 138 1\5'87 21.31 1. 77 2.98 .66 .66 .79 .40 '.05 5 51 1946 __________ 803,076,532 66.07 19.37 1. 74 3 51 .68 .84 .63 .28 · .05' 6.83 1947 __________ 513,274,867 69.82 16.98 1.67 .4.22 .90 1.05 .66 .19 .08 4.43 1948 __________ 571,107,842 72.42 15.07 1.63, 3.95 .87 .76 .68 .18 · .08 4.36 1949 __________ 516,408.706 73 51 14 49 1.67 3.72 1. 21 .93 .73 .18 .09 3.47 195o __________ 893,320,458 76.32 13.54 2.16 3 11' .79 :65 . :55 .18 .09 2.61 1951. _________ 863, 918, 401 74.40 14.60 210 3.54 .76 .70 .58 .16 .08 3.08 1952 __________ 732, 400, 451 71.21 1608 243 3 85 .85 .73 .55 .16 · .09 4.05 1953 __________ 716, 732, 406 72.64 15.85 228 390 .83 .81 .55 .15 .11 2.88 1951. _________ 1,053,841,443 71. 04 1687 2.00 3.21 .88 .50 .53 .13 .07 4.74 
1955 ______ · ____ 1,321,400,711 68.85 19.19 2.09 3 08 .75 .48 .39 .10 .05 5.02 1956 __________ I, 182,487,085 66.31 21.01 2.32 3.25 .72 .47 .49 .. 11 .05 5.27 1957. _________ 1,293,021,856 70.70 18.14 2.33 2.73 .98 .40 .39 .13 .06 4.14 1958 __________ 1,400,578,512 71.31 19.14 2.13 2.99 .73 .45 .35 .11 .05 2.74 1959 __________ 1. 699, 696, 619 65 59 24.50 2.00 2.81 .90 .37 .31 .07 .04 3.41 1960 __________ 1,441,047,564 68.48 22.27 2.20 3.11 .89 .39 .34 .06 .05 2.21 1961. _________ 2, 142,523,490 64.99 25.58 2:22 .3.42 ';79 .31 .31 .05 .04 2.29 
SIx months 

to June 30, 
918,400.496 69.87 21. 31 2.26 3.05 .88 .32 .35 .05 '.05 1.86 1962 ________ 

Dnllar volume 
(000 omitted) .. -

1935 __________ $15, 396, 139 86.64 7.83 1 32 1.39 .68 1. 34 .40 .20 .04 .16 
1936~ _________ 23,640,431 86.24 8.69 1.39 1.33 .62. 1.05 .31 .20 .03 .14 1937 __________ 21,023,865 S7.85 7.56 1.06 1. 25 .60 1.10 .24 .20 .03 .11 1938 __________ 12.345.419 8924 5 ,,7 103 J. 27 .72 1. 51 .37 .18 .04 .07 1939 __________ 11,434,528 87.20 6.56 1. 70 1. 37 .82 1. iO .34 ,18 .06 .07 1940 __________ 8,419.772 85.17 7.68 2.07 1.52 .02 1. 91 .36 .19 .00 .09 1941. _________ 6,248,055 84.14 7.45 2.59 1.67 1.10 2.27 .33 .21 .12 .12 1942 __________ 4,314,294 85.16 6.60 2.43 1.71 .06 2.33 .34 .23 .13 .11 1943 __________ 9,033,907 84.93 8.90 202 1. 43 .80 1.30 .30 .16 .07 .09 1944 __ ~ _______ 9,810,149 84.14 0.30 211 L 70 .79 1.29 .34 .15 .07 .11 1945 __________ 16,284,552 82 75 10.81 2.00 1. 78 .82 1.16 .35 .14 .06 .13 1946 __________ 18,828,477 8265 10.73 2.00 1. 87 .79 1.23 .33 .16 .07 .17 
1947· ____ " ____ 11,596,806 8401 8.77 1.82 2.26 .91 1. 51 .36 .14 · .11' :11 1948 __________ 12,911,665 84.67 8.07 1.85 253 .88 1. 33 .34 .14 .10 .09 1949 __________ 10,746.935 83.85 844 1. 95 249 1.11 1. 43 .39 .13 .12 .09 1950 __________ 21,808,284 85.91 6.85 235 2.19 .92 1.12 .39 .11 .11 .05 1951. _________ 21,306,087 85.48 7.56 2.30 2.06 .89 1 06 .36 .11 .11 .07 
1952 __________ 17,394,395 84.86 7.39 2.67 2.20 .99 1.11 .43 .15 .12 .08 1953 __________ 16,715,533 '85.25 6.79 2.84 2.20 1.06 1.04 .46 .16 · .13 .07 1954 __________ 28,140,117 8623 6.79 2.42 202 .94 .89 .39 .14 .10 .08 1955 __________ 38,039, !O7 86.31 6.98 2.44 1.90 .90 .78 .39 .13 .09 .08 1956 __________ 35,143,115 84.95 7.77 2.75 208 .96 .80 .42 .12 .08 .07 1957 __________ 32,214,846 85.51 7.33 2.69 2.02 1.00 .76 .42 .12 .08 .07 1958 __________ 38,419,560 85.42 7.45 2.71 '2.11 1.01 .71 .37 .09 .08 .05 1959 __________ 52,oo1,2M 83.66 953 2.67 1. 94 1.01 .66 .33 .08 .07 .. 05 1960 __________ 45,306,603 83 81 9.35 2.73 '1. 95 1.04 .60 .34 .06 .08 .04 1961. _________ 
Six months 

64,071,623 82.44 10.71 2.75 2.00 1.04 .50 .37 .06 .07 .06 

to June 30, 1962 ________ 29,989,453 85.51 7.54 2.83 .1.94 1.07 .49 .42 .06 .08 .. 06 

, Symbols: NYS, New York Stock Exchange; AMS, American Stock Exchange; MSE', Midwest Stock 
Exchange; PCS, PacIfic Coast Stock Exchange; PBS, PhiladelphIa-Baltimore Rtock Exchangp; BSE, 
Boston Stock Exchange; DSE, Detroit Stock Exchange; PIT, Pittsburgh Stock Exchange;.CIN, Cincin-
nati Stock Exchange. _ _ .. 
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TABLE H.-Block di8tributions 

[Value In thousands of dollars] 

Special offerings Exchange distributions Secondary distributions 

Calendar year 
Num- Shares Value Num- Shares Value Num- Shares Value 

ber sold ber sold ber sold 

1942 , ___________ 79 812,390 22,694 -------- -----------. -------- 116- 2,397,454 82,840 1943.. ___________ 80 1,097,338 31.054 -------- -._--------. -------- 81 4,270,580 127,462 
1944.. ___________ 87 1,053,667 32,454 -------- ---------.-- ----_.-- 94 4.097,298 135,760 1945 _____________ 79 947,231 29,878 -------. -.-.-------. -------- 115 9,457,358 191,961 1946.. ___________ 23 308.134 1l,002 ----_.-- --------_.-. -------- 100 6,481,291 232,398 1941.. ___________ 24 314,270 9,133 -----.-. -----------. -------. 73 3,961,572 124,671 1948.. ___________ 21 238,879 5,466 -------. ---------.-. -------- 95 7,302,420 175,991 1949.. ___________ 32 500.211 10.956 -------- ---------.-. -------. 86 3,737,249 104,062 1950 _____________ 20 150,308 4.940 -------- ---------.-. 77 4,280,681 88,743 195L ___________ 27 323.013 10,751 -------- -----------. -------. 88 5,193,756 146,459 1952.. ___________ 22 357,897 9.931 ---.---- -.-.-------. -------- 76 4,223,258 149, 117 1953 _____________ 17 380,680 10,486 ---.---- -----------. -.------ 68 6,906,017 108,229 1954 _____________ 14 189,772 6,670 57 705,781 24,664 84 5,738,359 218,490 1955 _____________ 9 161,850 7,223 19 258,348 1O.211 116 6,756,767 344,871 1956 _____________ 8 131,755 4,557 17 156.481 4,645 146 1l,696,174 520,966 1957 __ • __________ _5 63,408 1,845 33 390,832 15,855 99 9,324,599 339,062 1958 _____________ 5 88,152 3,286 38 619.876 29,454 122 9,508,505 361,886 1959 _____________ 3 33,500 3,730 28 545,038 26,491 148 17,330,941 822,336 1960 _____________ 3 63,663 5,439 20 441,664 1l,108 92 1l,439,065 424,688 
196L •• _________ 2 35,000 1,504 33 1,127,266 58,072 130- 19,910,013 926,514 

, The first speCial offering plan was made effective Feb. 14, 1942; the plan of exchange distribution was 
made effective Aug. 21 1953; secondary distributions are not made pursuant to any plan but generally 
exchanges require members to obtain approval of the exchange to participate in a secondary and a report 
on such distribution is filed with this Commission. 

TABLE 12.-Reol'ganization proceeding8 1tnder Chapter X of the Bankruptcy Act 
i1~ which the Commi8sion participated during .the fi8cal year 1962 

Securities and 
Petition Exchange 

Debtor District court Petition filed approved Comm,ssion 

Alaska Telephone Corp ____________________ W_D. Wash ___ Nov. 2.1955 Nov. 21,1955 
American Fuel & Power Co ________________ E.D. Ky ______ Dec. 6.1935 Dec. 20.1935 

Buckeye Fuel Co ______ •• ___________________ do _________ Nov. 28,1939 Nov. 28,1939 
Buckeye Oas Service Co ___________ • _______ .lIo ______________ do ____ •• _____ ._do _______ _ 
Cnrbreath Oas Co ___________________________ do ______________ do ______ • ______ do _______ _ 
Inland Oas Distributing Co _________________ <10 ______________ do ___ • _____ ._._do _____ • __ 

American Seal Savings & Loan Associa-tion , ____ • _____________ .__________________ D. Md ________ .Tune 23,1961 June 30,1961 
Astrotherm Corp.' __________ • ______________ S.D.Ind ______ Jan. 18,1962 Jan. 18,1962 
Automatic Washer Co _____________________ S.D.lowa _____ Oct. 17,1956 Nov. 2,1956 
Brookwood Country Club _________________ N.D. lll_______ Feb. 17,1959 Mar. 3,1959 
Cal-West Aviation Ine.' ____________________ N.D. CaiiL ___ Oct. 26,1961 Oct. 26,1961 
Central States Eiectrie Corp_ ______________ E.D. Va______ Feh. 26, 19~2 Feb. 27,1942 
Charlotte Motor Speedway Ine.' ___________ W.D.-N. Car._ Nov. 3,1961 Nov. 3,1961 
Coastal Finance Corp______________________ D. Md________ Feb. 15,1956 Feb. 18,1956 
Coffeyville Loan & Investment Co., Inc ___ D. Kans ______ July 17,1959 July 17,1959 
Colorado Trust Deed Funds , ______________ -D. Colo_______ Sept. .,,1961 Pending 
Davegs Stores Corp.'______________________ S.D. N.Y _____ June 5,1962 June 11,1962 
DePaul Educational Aid Society ___________ N.D. IlL _____ Jan. 5,1959 Jan. 13,1959 
Dixie Aluminum Corp: ________ • ___________ N.D.Oa ______ Dec. 12,1960 Dec. 16,1960 
Dixie Fertilizer Co., Ine.' __________________ S.D. Miss _____ July 21,1961 July 22,1961' 
Dumont-Airplane & Marine Instruments 

Ine ______ •• _______________________________ S.D. N.Y ____ _ 
Le John Manufacturing Co _____ • ___________ do _____ ,_ •• 

Edlund Engineered Products Inc.' , ________ S.D. Fia _____ _ 
EI-Tronlcs Ine __________ ._ ••••• ___________ • E.D. Pa _____ _ 
Equitable Plan Co _________ • ____ • __________ S.D. Callf ____ _ 
Farmers Federation Cooperative , __________ W.D. N.Car._ 
Fleetwood Motel Corp ______ ._.____________ D. N .1. ______ _ 
Flora Sun Corp., et al. (6 subsIdiaries) , _____ S.D. Fla ___ • __ 
Food Town Inc ___ • _____ •• _. __________ ._.__ D. Md _______ _ 
Oeneral Stor~s Corp ______________ • ____ .____ S.D. N.Y _. __ _ 
Oreat American Development Co.l_________ W.D. Tex ____ _ 
Hudson & Manhattan RaIlroad Co ___ • ___ • S.D. N.Y ••• _. 

See footnotes at end of tahle. 

Oct. 27.1958 
Oct. 31,1908 
Oct. 19,1961 
Nov. 25.1958 
Mar. 18,1958 
Feb. 6,1962 
Sept. 26,1960 
Feb. 27,1962 
July 29,1959 
Apr. 30,1956 
June 1,1961 
Aug. 11, 1954 

Oct. 27,1958 
Oct. 31, 1958 
Oct. 19, ,961 
Nov. 25,1358 
May 29,1958 
Feb. 7,1962 
Sept. 27, 1960 
Apr. 25,1962 
July 29,1959 
May 1,1956 
June 3.1961 
Dec. 14, 1954 

notice of ap­
pearance flied 

Nov. 7,1955 
May 1,1940 

Do. 
Do. 
Do. 
Do. 

Aug. 8,1961 
Feb. 23,1962 
Nov. 2,1956 
Mar. 19,1959 
Oct. 26, 1961 
Mar. 11,1942 
Nov.' 3,1961 
Apr. 16,1956 
Aug. 10,1959 
Nov. 2,1961 
June 6,1962 
Feb. 4,1959 
Dec. 21, 1960 
Aug. 18, 1961 

Nov. 10,1958 
Do. 

Nov. 6,1961 
Jan. 16, 1959 
Mar. 27,1958 
Apr. 13,1962 
Nov. 3,1960 
June 5,1962 
Aug. 13,1959 
May 23,1956 
July 28,1961 
Jan. 7,1955 
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TABLE 12.-Reorganization proceedings. under Chapter X of the Bankruptcy Act 
in which the Commission participated during.thejical year 1962-Continucd 

Debtor District court Petition filed 
Petition 

approved 

Secnritles and 
Exchange 

Commission 
notice of ap­

pearance filed 

Hughes Homes Inc.' _______________________ D. Mont ______ Sept. 8,1961 Sept. 15,1961 Oct. 19,1961 
Hughes Homes Acceptance of Iowa , ________ do _________ ·Sept. 15,1961 _____ do________ Do. 
Hughes Homes Acceptance of Mon-tana , ______ . _______________________________ do ______________ do _____________ do _______ _ Do. 
Hughes Homes Acceptance of Wash-ington , ___________________________________ do ______________ do _____________ do. ______ _ 
Hnghes Homes Acceptance of Wyom-

Do. 
ing , _______________________________________ do ______________ do _____________ do________ Do .. 

Inland Gas Corp___________________________ E.D. Ky______ Oct. 14,1935 Nov. 1,1935 Mar. 28,1939 
F. L. Jacobs Co____________________________ E.D. Mich____ Mar. 17,1959 Mar. 18,1959 Mar. 20,1959 
Keeshin Freight Lines Inc _________________ N.D. IlL _____ Jan. 31,1946 Jan. 31,1946 Apr. 25,1949 

Keeshin Motor Express Co., Inc ____________ do __________ ~ ___ do _____________ do________ Do .. 
Seaboard Freight Lines Inc _________________ do ______________ do _____________ do________ Do ... 
Nationnl Freight Lines Inc ______ , ___________ do ______________ do _____________ do________ Do •. 

Kentucky.Fuel Gas Corp ______ ~___________ E.D. Ky______ Oct. 25,1935 Nov.' 1,1935 Mar. 28,1939 
Kentucky Jockey Club Inc ________________ W.D. Ky _____ Dec. 9,1959 Dec. 9,1959 Jan ... 18, 1960 
Kirchofer & Arnold Inc ____________________ E.D. N.Car ___ Nov. 5,1959 Nov. 5,1959 Nov. 9,1959 
Liberty Baking Corp ______________________ S.D. N.Y _____ Apr. 22,1957 Apr. 22,1957 May 2,1957 
Magic Mount9in Inc_______________________ D. Colo_______ Oct. 3,1960 Dcc. 15,1960 Oct. 20,1960' 
Magnolia Park Inc. ________________________ E.D. La ______ Oct. 16,1957 Feb. 26,1958 Oct. 24,1957 
Mason Mortgage & Investment Co ________ D. D.O _______ Oct. 31,1960 Oct. 31,1960 Nov. 9,1960 

Mason Mortgage Fund of Florida Inc _______ do ______________ do _____________ do________ Do. 
Mason Acceptance Corp ____________________ do ______________ do _____________ do________ Do. 
Southern Mortgage Co., Inc _________________ do ______________ do _____________ do________ Do. 

Morehead City Shipbuilding Corp_________ E.D. N.Car___ Nov. 5,1959 Nov. 5,1959 Nov. 9,1959 
H. H. Mundy Corp ________________________ N.D.Okla ____ Apr. 17,1961 Apr. 17,1961 May 22,1961 

Rutang Corp ________________________________ do ______________ do _____________ do________ Do. 
Muskegon Motor Specialties_______________ E.D. Mich____ May 11,1961 May 11,1961 May 12,1961 
Parker Petroleum Co., Inc_________________ W.D.Okla____ May 6,1958 May 6,1958 June 9,1958 
Pickman Trust Deed Corp _________________ N.D. CallI ____ June 13,1960 June 13,1960 June 13,1960 
Republic Cement Corp.l , __ ; __________ ._____ D. Ariz_______ Sept. 3,1957 Sept. 3,1957 Sept. 18,1961 
Reynolds Engineering & Supply Inc.' ______ D. Md________ Feb. 1,1960 Feb. 1,1960 Feb. 17,1960 
San Soucl Hotel Inr.2 ______________________ D. Nev _______ Aug. 1,1958 Aug. 1,1958 Sept. 16,1958 
Scranton Corp _____________________________ M.D. Pa ______ Apr. 3,1959 Apr. 3,1959 Apr. 15,1959 

Hal Roach Studios __________________________ do ______________ do _____________ do________ Do. 
Chemical & Ruhber Corp. of America ______ do _________ July 17,1959 July 17,1959 Do. 
Rabco TV _________________________________ .do_________ Oct. 1,1959 Oct. 1,1959 Do. 

Selected Investments Trust Fund , ________ N.n.Okla ____ Mar. 3,1958 Mar. 3,1958 Mar. 17,1958 
Selected Investments Corp.' ________________ do ______________ do _____________ do________ Do. 

Shawano Development Corp_______________ D. Wyo _______ Apr. 3,1959 Apr. 13,1959 May 20,1959 
Southern Enterprise Corp__________________ S.D. Tex______ Oct. 31,1958 Nov .. 3,1958 June 18,1960 

West American Corp ________________________ do_,_______ May 18,1961 May 18,1961 Do. 
Southwest Foundation Inc.l________________ D. N.Mex_ ___ May 19,1960 June 22,1960 Oct. 31,1961 
Stardust Inc_______________________________ D. Nev _ ______ July 19,1956 Scpt. 10,1956 Sept. 7,1956 
Swan-Finch OU Corp______________________ S.D. N.Y _____ Jan. 2,1958 Jan. 2,1958 Jan. 27,1958 

Keta Gas & Oil Corp _______________________ do_________ Oct. 20,1959 Oct. 28,1959 Oct. 29,1959 
Texas Portland Cement Co_ _______________ E.D. Tex _____ July 7,1958 July 7,1958 Aug. 12,1958 
Third Avenue Transit Corp ________________ S.D. N.Y _____ Oct. 25,1948 June 21,1949 Jan. 3,1949 

Surface Transportation Corp ________________ do _________ Jurie 21,1949 _____ do ________ · July 7,1949 
Westchester St. 'l'ransportation Co., . Inc. _______________________________________ do ______________ do _______ : _____ do _______ _ 
Westchester Electric Railroad Co _____ " _____ do ______________ do ____ · _________ do _______ _ 
Warontas Press Inc _________________________ do _________ Sept. 8,1949" Sept. 8,1949 
Yonkers Railroad Co ________________________ do _________ June 21,1949 June 21,1949. 

TMT Trailer Ferry Ine____________________ S.D. Fla ______ June 27,1957 Nov. 15,1957 
Trans-Caribbean Transport Inc _____________ do ______________ do _____________ do _______ _ 
Trans-Carlhbean Motor Transport __________ do ______________ do _____________ do _______ _ 
TrailCi Marine 'l'ransportation Inc _______ : __ do ______________ do _____________ do _______ _ 
Commonwealth Inter-Island Towing Co., Inc ______________ : _________ c __________ do ______________ do _____________ do _______ _ 

Townsend Growth Fund Inc_______________ S.D. N.Y _____ May 10,1961 May 10,1961 
Trinity Buildings Corp. of New York______ S.D. N.Y _____ Jan. 18,1945 Jan .. 18,1945 
Trustor's Corp.' __________ ,_________________ N.D. Calif ____ Sept. 14,1961 Oct. 9,1961 
Twentieth Century Foods Corp.' __________ E.D. Ark _____ Oct. 30,1961 Nov.' 9,1961 
U.S. Durox Corp. of Colorado ______________ D. Colo _______ Feh. 4,1959 Feh. 9,1959 
Waleo Building Corp.'_____________________ N.D.I1L _____ July 31,1961 Sept. 15,1961 
Windermere Hotel Co______________________ N.D. I1L _____ Sept. 13,1960 Oct. 12,1960 
Yuba ConSOlidated Industries Inc.'_ _______ N.D. CallI____ Mar. 21,1962 Mar. 21,1962 

. , Commission filed notice of appearance in fiscal year 1962. 
t Reorganization proceeding closed during fiscal year 1962. 

Do. 
Do. 

Sept. 8,1949 
July 7,1949 
Nov. 25,1957 

Do. 
Do. 
Do. 

Do. 
May 10,1961 
Feh. 19, 1945 
Oct. 17,1961 
Feh. 21,1962 
Mar. 31, 1959 

. Sept. 15,1961 
Oct. 24, 1960 
Mar. 23,1962 
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TABLE 13.-Sunvmary of criminal cases developed by the Oomm,ission which were 
pending at June 30, 1962 

Cases 
Number of 
defendants 

In such 
cases 

Number of 
such de-

fendantsas 
to whom 

cases have 
been com-

pleted 

Number of such defendants 
as to whom cases arc pend­
Ing and reasons therefor 

Not yet Awaiting Awaiting 
appre- trial appeal 
hended 

------------1---·1----,1----1---------
Pending, referred to Department of 

Justice In the fiscal year-1938 _______________________________ 
I 2 1 1 0 0 1939 ___________ . __________ . _. ______ 0 0 0 0 0 0 1940 _____________________ . _________ 0 0 0 0 0 0 194L ____________ . _________________ 0 0 0 0 0 0 1942 _______________________________ 2 18 4 13 1 0 1943 _______________________________ 1 5 2 2 J 0 1944 _______________________________ I 7 2 5 0 0 1945 _______________________________ 1 1 0 1 0 0 1946 _______________________________ 
4 16 1 15 0 0 1941.. ____________ ---------------- 1 5 1 4 0 0 1948 _______________________________ 0 0 0 0 0 0 1949 _______________________________ 
0 0 0 0 0 0 1950 ____________________________ 0 0 0 0 0 0 195L ______________________________ 0 0 0 0 0 0 1952 _______________________________ 0 0 0 0 0 0 1953 _______________________________ 1 11 10 1 0 0 1954 _______________________________ 1 16 9 7 0 0 19M _______________________________ 0 0 0 0 0 0 1956 _______________________________ 1 1 0 0 1 0 1957 _______________________________ 7 45 0 0 42 3 1958 _____________________________ 2 3 0 0 0 3 1959 _______________________________ 12 114 8 26 77 3 1960 _______________________________ 16 87 19 9 50 9 196 L ____________________________ -_ 27 238 38 11 176 13 1962 _______________________________ 26 75 6 0 67 2 -------TotaL __________________________ , 104 , 644 101 95 415 33 

SUMMARY 
Total cases pending , __________________________________________________________________________________ 145 
Total defendants , ________ ,. __________________________________________________________________________ 840 
Total defendants as to whom cases are pending , ____________________________________ • _________________ 739 

I As of the close of the fiscal year, Indictments had not yet been returned as to 196 proposed defendants 
In 41 cases referred to the Department of Justice. These are reflected only in the recapitulation of totals 
at the bottom of the table. 

6721711-63--14 



194 SECURITIES AND EXCHANGE' COMMISSION 

TABLE 14.-Summary of cases'instituted in the courts by the.Commission 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 

Total Total Cases Cases Cases in- Total Cases 
.. eases in- ' cases pending pending stltuted cases closed 

stltuted' closed at end at end during pending during 
Types of cases up to end up to end of 1962 of 19M 1962 during 1962 

of 1962 of 1962 fiscal fiscal fiscal 1962 fiscal 
fiscal ' fiscal ye~ year year fiscal ye.!'!: 
year year ,- year 

------------
Actions to enjoin violations of 

the above Acts _______________ 1,163 1,061 103 96 8Z 103 8 o 
Actions to enforce subpoenas 

under the Securities Act and 
the Securities Ezchangp AcL 79 77 2 0 2 2 0 

Actions to carry out voluntary 
plans to cO'T\ply with Section 
l1(b) of the Holding Com-
pany Aet _____________________ 142 136 6 6 3 6 

Miscellaneous actlons __________ 35 33 2 5 2 7 5 
3 

------------------------TotaL' ___________________ 1,419 ,1,307 113 107 94 118 88 

TABLE 15.-S1l1nniary of ca8e8 in8tituted again8t the Commi8sion, ca8e8 in. which 
the Commi8sion participated as intervenor or amicus curiae, and reorganiza­
tion ease8 on appeal under Chapter X in which the Commission partiCipated 

Types of cases 

Total Total 
cases in-cases 
stituted closed 

up to end up to end 
of 1962 of 1962 
fiscal fiscal 
year year 

Cases 
pending 
at end 
of 1962 
fiscal 
year 

Cases 
pending 
at end 
of 1961 
fiscal 
year 

CRses In­
stituted 
during 

1962 
fiscal 

. year. 

Total 
cases 

pending 
during 

1962 
11~:9.1 
year 

. Cases 
closed 
during 

1962 
fiscal 
year 

---------1---------------------
Actions to enjoin enforcement 

of Securities Act, Securities 
Exchange Act and Public 
Utility Holding Company 
Act with the exception of 
subpoenas issued by the Commission _________________ _ 

Actions to enjoin enforcement 
of or compliance with sub­
poenas issued by the Com-mtssion _____________________ _ 

Petitions for review of Com­
mission's orders by courts of 
appeals under the various 
Acts administered by the 
Commlssion. ________________ _ 

Miscellaneous actions againSt 
the Commtssion or officers of 
the Commission and cases In 
which the Commission par­
ticipated as Intervenor or 
amicus curiae ________________ _ 

Appeal cases under Chapter X 
in which the CommisSion partlcipated _________________ • 

TotaL __________________ _ 

244 

244 

182 

743 

64 '0 

o 

239 5 

230 14 

177 

719 24 

o o o 

o o o o 

10 5 9 

9 15 14 10 

2 7 

21 26 24 23 



TABLE 16.-Indictments rcturlled fOl' viola.tion of the acts atfll~inistered by the Commission, the Mail Fraud Statute (Sec. 1341, 
formerly Sec. 338, Title 18, U.S.C.), and other 'related Federal statutes (where the Commission took part in the investigation ana 
development of the case) which were pending dlwing tlle 1962 fiscal year 

Name of principal Number 
defeudant of de-

fendants 

U.S. District 
Court 

Indictment 
returned Charges Status of case 

---~---------I------I------------I---------I-------------------I--------------------------------------------~-

Abrams, Joseph 
, (AutomatIC Washer 

Co. Inc.). 
A~dis,on, John Milton_ 

Albcrt, Sydney L. 
(Bellanca Corp.). 

Att""'ay, Sr., Curtis 
Lee. 

Autrey. Basil P. (Na­
tional Union Life In­
~u.rance Co.). 

Smith. Murray L _____ _ 

Bartz. Donald E. (Fi­
nancial Enterprises. 
Inc.). 

Beckerley. Ricbard L. 
(Montana Reserve 

. Underwriting 
Corp.). 

Benjamin. Martin 
(American Equities 
Corp.). 

Bergman, Vernon 
Evans (Soloruon 
Evans). 

6 Southern District Apr. 3,1961 
of New York. 

10 Northern District May 16, 1960 
of Texas. 

7 Southern District Mar. 14,1960 
of New York. 

1 Western District Nov. 2, 1961 
of Louismna 

7 Southern District Jan. 23,1958 
of FlOrIda. 

2 _____ do _____________ July 5,1961 

2 District of 
Ne\'ada. 

May 14,1957 

2 Mont~a---------- Aug. 24,1961 

5 Southern District Feb. 20,1962 
of New York. 

2 Eastern District Jan. 24,1962 
of Texas. 

Sees: 5(a) (1) and 5(a)(2), 
1933 Act; Sec. 3il, Title 18, 
U.S.C. . 

Sees. 5(a) (2), 5(c) and 17(a). 
1933 Act; Sees. 3il and 
1341, Title.l8, U.S.C. , 

Secs. 5(a)(I) and (2), 1933 
Act; Sees. 9(a) (2), 16(a) 
and 32(a), 1934 Act; Sees. 
2. 371 and 1621, Title 18, 
U.S.C. , . 

Sees. 5(a)(2). 17(8), 1933 
Act; Sec. 1341, Title 18, 
U.S.C. 

Sees. 5(a) (I) and (2) and 
17(a)(I). 1933 Act; Sees. 
371. 13H and 13·13. Title 
18, U.S.C. ' 

Sec. lO(b) , Rule IOb-5, 1934 
Act. 

See. 17(a) (1) , 1933 Act; Sec. 
371, Title 18, U.S.C. 

Sec. 17(a): 1933 Act; Sec. 
1341, Title 18, U.S.C. 

Secs. 5(a) , 5(c). 17(a) and 24. 
1933'Aet; Secs. 2. 1341 and 
2314. Title 18. U.S.C. 

Sec. 17(a) , IU33 Act; Sees. 
1341 and 2314. Title 18. 
U.S.C. 

1 defendant deceased. Pending. 

Appeal filed Feb. 21, 1961, from the conviction of 6 defendants. Pending. 

All defendants arraigned; pleaded not guilty and posted bonds. Pending. 

Defendant apprehended and released on $25,000 bond. Pending. 

Defendants' petition for rehearing on Government's Detition for writ of 
mandamus dismissed. July 5.1961. 1 defendant pleaded nolo contendere 
and fotmd guilty on all counts of indictment and fined $5,000; remaining 

, defendants dismissed. 
Information filed against 2 defendants, both llieadrd guilty and fined $5,000 

each. 
Remaining defendant dismissed. Aug. 3. 1961. 

1 defendant pleaded guilty to count 6 charging a violation of the Mail 
Fraud statute; imposition of sentence deferred and placed on probation 
for 5 years. Indictment dismissed as to remaining defendant. 

Pendlng. 

Do. 



TABLE I6.-Indictments retul'ned for violation of the acts administered by the Oommission, the Mail Fraud Statute (Sec. 1341, 
formerly Sec. 338, Title 18, U.S.O.), and other related Federal statutes (where the Oommission tool" pat·t in the investigation and 
development Of the case) which were pending dUl'ing the 1962 fiscal year-Continued 

Name of priucipal Number U.S. District 
defendant of de· Court 

Indictment 
returned Charges, 

Berman, Charles E. 
(Comelis DeVroedt 
Co.). 

Bernstein, Albert (J. 
A. Winston & Co.). 

Bernstein, Albert (J. 
A. Win~ton & Co.). 

Birrell, Lowell M. 
(Doeskin Products, 
Inc.). 

Kurlander, Sol R •••••. 

Black, Morris (Great 
Sweet Grass Oils, 
Ltd.). 

Bowden Norman E. 
(S.D.C. Distributors 
and Sales Co.). 

Do ••••.•.••...•.•.. 

Broadley, Albert E. 
(Hudson Securities). 

Bymes, Joe H. 
(Investors Mortgage 
'Corp.). 

Cage, Ben Jack 
(Bankers Bond Co., 
loe.). 

Caine, James E. 
(Estates Life of 
Washington) • 

Cannon. Jr .. Thomas 
P. (Capital Funds, 

, Inc.). 
Carroll. Howard P.(H. 

Carroll & Co.). 

fendants 

25 Southem'District Dec. 2,1958 Sec. 17(a) , 1933 Act; Secs. 
of New York. 371,1341 and 1343, Title 18, 

U.S.C. , 
6 ____ .do •... __ . __ .... Oct. 3,1961 Sec.371,Tltle~8, U.S:O. __ .•• 

6 ..... do ••.••.••. __ .. Jan. 15,1962 Sec. 371, Title 18, U.S.C ..... 

16 ..... do .... __ ....... Mar. 1,1961 

1 ____ .do ________ .• __ Apr. 17,1961' 

4 ..... do ____ ......... Oct. 5;1961 

1 Northern District Aug. 31,1960 
of Georgia. 

7 ., .. do __ ............ Mar. 5, 1962' 

5 Western District July 17, 1947 
of New York. 

6 Southern District Feb. 26, 1962 
of Florida. 

6 Northern District Apr. 22, 1960 
of Texas. 

6 Western District Mar. 28, 1961 
of Washington. 

5 Alaska............ Mar. 29,1962 

2 Southern District' May 23, 1962 
of California. , 

Sees. 17(a) and 24, 1933 Act; 
Sees. 10 (h) 32(a) and Rule 
10b-5, 1934 ,Act; Sees. 2, 
1341 and 2314, Title 18, 
U.S.C. 

Sec: 10(b) and Rule 10b-5, 
1934 Act. 

Sec. 371, Title 18, U.S.O .••.. 

Secs. 5(a) (2), 17(8)(1), 1933 
Act; Sec. 1341, Title 18, 
U.S.C. 

Sees. 5(8)(2),17(a), 1933 Act; 
Sees. 371 and 1341, Title 
18, U.S.C. 

Secs. 5(a) (1) and (2) and 
17 (a) (1), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Secs. 5(a) (2), 17(a). 1933 Act; 
Secs. 371 and 1341, Title 18, 
U.S.C. , 

Sec. 17 (a), 1933 Act; Sees. 
371 and 1341, 'Title 18, 
U.S.C. 

Sec. 17(a), 1933 Act; Sees. 
371 and 1341, Title 18, 
U.S.O. 

Socs. 5(8)(2) and 17(a) , 1933 
Act; Sees. 371 and 1341. 
Title 18 U.S.C. 

Sec. 17(a). 1933 AcL .•.••••. 

Status of case 

Opinion flied denying motions of 3 defendant. for severance and granting 
limited inspection and certain particulars. Pending. 

Pending. 

Do. 

4 individual defendants and 2 corporate defendants pleaded guilty to various 
counts of the Indictment; another defendant pleaded to an information 
charging violations of Sec. 10(b) of the 1934 Act. Pending. 

Defendant pleaded guUty. 

Pending. 

Closed. 

Pending. 

Do. 

Pending. 

$10.000 bond set for 5 defendants. 1 defendant deceased and 1 defendant a 
fugHi vo. Pending. 

1 defendant pleaded guilty to 3 counts of mall fraud, 3 Sec. 17(a) counts snd 
conspiracy count. Pending. 

Plea of not guilty entered as to 2 defendants. Pending. 

Pending. 



Chapman, Frederick 
L. (Barrett Herrick 
& Co., Inc.). 

Southern District 
of New York. 

Feb. 6,1961 Secs. 17(a). 1933 Act; Sec. 2, 
Title 18, U.S.C. 

Closed. 

Charney, David B: 
(Trans Continental 
Industries. Inc.). 

3 Southern District June 21,1962 
of New York. 

Sec. 1621, Title 18, U.S.C ___ Pending. 

Clark, William _______ _ 

Cohen, Leon Allen 
(Continental Under­
writers. Inc.). 

Columbus Rexall 
Consolidated Mines 
Co. 

Vidalakis, Nick S _____ _ 
Cayias, William J ____ _ 
Cromer, L. L _________ _ 
Corrigan, Herbert E. 

(Insured Mortgage 
& Title Corp.). 

Crane, John Joseph 
(Southern Invest­
ment and Finance 
Corp.). 

Cromer, Lyman L. 
(Columbus Rexall 
Oil Co.). 

Do __ . _____________ _ 

Columbus Rexall Oil 
Company. 

Crosby, Francis Peter 
(Texas-Adams Oil 
Co.). Do ___ . ____________ _ 

Curtis, Lee A., Jr. 
(Greater Georgia 
Investment Corp.). 

Denner, Robert M. 
(DuPont Mortgage 
Co.). Do_. ______________ _ 

2 

9 

23 

Massachusetts ____ Mar. 2,1960 Sees. 17(a)(1). 1933 Act; 
Sees. 371 and 1341, Title 
18, U.S.C.· 

Northern District Sept. 17,1959 Sec. 17(a). 1933 Act; Sec. 
of Georgia. 1341, Title 18, U.S. C. 

Southern District May 31,1961 Sees. 5(a)(1), 5(a) (2), 5(c) 
oC Florida. and 17(a), 1933 Act; Sees. 

371 and 1341, Title 18, 
U.S.C. 1 _____ do ____________ _ Nov. 30,1961 1 Rule 10b-5, 1934 Act. ______ _ 1 _____ do ____________ _ Jan. 11,1962 1 _____ do ______________________ _ 

1 _____ do ____________ _ Jan. 12,1962 Rule 10.6(3),1934 Act. _____ _ 1 _____ do ____________ _ Feb. 26,1962 Sec. 17(a) , 1933 Act. Sec. 

4 

11 

Middle District 
oC Georgia. 

Jan. 31,1961 

Utah______________ Sept. 28,1961 

10 _____ do _____________ Nov. 8,1961' 

4 _____ do _____________ Nov. 8,196i 

11 Southern District 
oC New York. 

July 30,1958 

12 ____ Ao _____________ Oct. 8,1958' 

8 

5 

Northern District 
of Georgia. 

Southern District 
of Florida. 

Sept. 17,1959 

May 18,1960 

"5 _____ do_____________ Mar. 1,1961 , 

1341, Title 18 U.S.C. 

Sec. 17(a)(1), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Secs. 9(a) (2), 10(b), 32(a) 
and Rule 10b-6, 1934 Act; 
Sees.·2 and 371, Title 18, 
U.S.C. . 

Secs. 9(a)(1), 9(a)(2), 10(b) 
and 32(a), 1934 Act; Sec. 
371, Title 18, U.S.C. 

Sees. 20, 32(a), 1934 Act; 
Sees. 2 and 371, Title 18, 
U.S.C. 

Secs. 5(a) (1), 5(a)(2) and 24, 
1933 Act; Secs. 371, 1341 
and 1343, Title 18, U.S.C. 

Secs. 5(a) (1), 5(a)(2) and 24, 
1933 Act; Secs. 2, 371, 1341 
and 1343. Title 18, U .S.C. 

Sec. 17(a)(1), 1933 Act; Sec. 
1341, Title 18, U.S.C. 

Secs. 5(a) (1), 5(a) (2), 5(c) 
and 17 (a) (1), 1933 Act; Sec. 
1341, Title 18, U .S.C. 

Sec.17(a), 1933 Act; Secs. 371 
and 1341, Title 18, U.S.C. 

See footnotes at end of table .. 

, 
Case transferred to WD of Oklahoma. 1 defendant pleaded guilty, sus­

pended impOSition oC sentence and placed on probation Cor a period of 5 
years. Pendin~. , . , . 

Notice of appeal filed by 1 of the 3 defendants convicted. Decision rendered 
by CA-5 affirming conviction of district court. Petition for writ of 
certiorari filed. Pending. 

11 defendants pleaded guilty and 1 defendant pleaded nolo contendere, 1 
defendant was sentenced to 2 years Imprisonment, suspended and put 
on probation; fines ranging from $200 to $36,000 were Imposed as to some 
of the defendants. Pending 

Closed. 
Do. 
Do. 

Pending. 

2 defendants each sentenced to 3 years on their guilty pleas to Sec. 17 counts. 
Remaining defendants dismissed. 

Closed. 

Order entered dismissing indictment as to 4 defendants. Notice of appeal 
flied from the order entered Feb. 14, 1962, dismissing as to 1 defendant. 
Pending. .' 

Order entered dismissing Indictment as to 3 defendants. Notice of appeal 
filed from the court's order of Feb. 14, 1962, dismissing 1 defendant. 
Pending. 

Closed. 

Notice of appeal filed hy 8 defendants. Opinion by CA-2 affirming the 
judgments of convictions of 4 defendants, reversing conviction and dis­
missing indictment as to remaining defendants. 

One defendant deceased. Ail other deCendants arraigned and pleaded not 
guilty; 1 defendant changed plea to guilty to 1 mall fraud count and 1 
Sec. 17(a) count and sentenced to 4 years. Peuding. 

Closed. 

2 defendants found guilty on Sec. 17(a) of 1933 Act and Sec. 1341, Title 18, 
U.S.C.; 1 deCendant sentenced to 3 years, suspended after 3 months 
followed by probation for 2 years and 9 months and fined $1,500; the other 

. defendant fined $1,000 and placed on probation for 3 years. Pending. . 



TABLE 16.-Indietment8 returned for violation of the acts administel'ed by the Oommis8ion, the Mail Fraud Statute (Sec. 1341, 
formerly Sec. 338, TUle 18, U.S.O.), and other related Federal statutes (where the Oommission took part in the investigation and 
development of the case) which were pending during the 1962 fiscal year-Continued 

Name ot princi pal 
defendant 

Stern, James __________ _ 

De Pasquale. Ralph 
(General Investing 
Corp.). 

Dwire. George J. 
(Southwestern Pro­
ductions Investment 
Co.). 

Edens. Arnold E _____ _ 

Eichler. Robert (Arlee 
Associates) . 

Emigh. Leslie F. (Ura­
nium & Federated 
Minerals Co.). 

Farrell. DaVId (Los 
Angeles Trust Deed 
and Mortgage Ex­
change). Do ________________ _ 

Ficken, WilburH ____ _ 

Filosa, Frank Robert 
(FIlosa Securities 
Co.). 

Forsythe, Thomas G __ 

Fry, Clark L, ________ _ 

Garfield, Samuel S. 
(United Dye & 
Chemical Corp.). 

Number 
of de· 

tendants 

1 

8 

.2 

U.S. Di"trict 
Court 

Sout.hern District 
of Florida. 

Southern District 
of New York. 

Eastern District 
of Oklahoma. 

Eastern District 
of Arkansas. 

Indictment 
returned 

Mar. 3,1961 1 

July 21, ]9Gl 

Mar. 1,1961 

June 14,1961 

Southern District May 28,1962 
of New York. 

South Dakota_____ ;lIar. 16,1961 

Charges 

Sec. 10(b), 1934,Act and 
Rule X-I0b-5. 

Secs. 17(a) and 24. 1933 Act; 
Secs. 2.371 and 1341, Title 
18 U.S.C. .. 

Sccs. 5(8)(2), 17(a). 1933 
Act; Sec. 1341, TItle 18, 
U.S.C. 

Secs. 17(a) (I) and (2).1933 
Act; Secs. 13H and 2314, 
Title 18. U.S.C. 

Secs. 2. 371 and 2314. Title 
18. U.S.C. 

Secs. 5(a) and 17(a)(2), 1933 
Act. 

Southern District Mar. 8.1901 Sec. 17(a)(I), 1933 Act· 
of California. Secs. 371 and 1341, TItle 

18, U.S.C. 

3 _____ do _____________ Dee. 20,1901 2 ____ do ____ _ 

1 Northern District Dec. 13,1961 Sec. 17 (a) , 1933 Act; Secs. 
of Ohio. 1:141 and 1343, Title 18, 

U:S.C. 

2 

2 

1 

33 

Colot·ado __________ Oct. 31,1961 

Eastern District Dec. 8,1961 
of Illinois. 

Western District Jan. 7,1960 
of Wisconsin. 

Southern District July 14,1901 
of New York. 

Secs. 17(a) and 24, 1933 Act; 
Secs. 10(b), 32 and Rule 
IOb-5, 1934 Act; Sec. 1341, 
Title 18, U S.C. 

Secs. 5(a(2) and 17(a), 1933 
Act; Secs. 371 and 1341, 
TItle 18, U.S.C. 

Secs. 5(a)(2) and 17(a), 1933 
Act. 

Secs. 5(a)(1) and 24, 1933 
Act; Secs. 9(a) (2), 9(a)(6) 
and 32(a), 1934 Act; Sees. 
2 and 371, Title 18, U.S.C. 

Status ot case 

Detendant pleaded nolo contendere and was sentenced to pay a fine at $500. 

Pending. 

Defendants apprehended; bonds set at $5,000 each. Pending. 

Defendant posted $20,000 bond and pleaded not guilty. Pending. 

Pending. 

Dcfendant pleaded nolo contendere and sentenC€d to 3 years probatIOn. 

Closed. 

2 defendants found guilty on 32 counts of indictment; 1 defendant sentenced 
to a total of 10 years and fined $80.500; other defendant sentenced to a total 
of 4 years and fined $52,000. Both defendants appcaled. Pending. 

Defendant pleaded guilty and sentenced to 8 years imprisonment on 4 mail 
fraud COUllts, all to run consecutively, with an additional sentence of 3 
years each on 13 counts charging securities fraud, mail fraud and inter­
state fraud by wiro to run concurrently with the mail fraud' counts; re­
maining connts dismissed. 

Both defendants pleaded guilty on 1 Sec. 17 eowlt. Pending sentencing. _ 

Both defendants pleaded not guilty and posted bond of $3,000 each. 
Motions for dismissal of indictment filed Apr. 18, 1962; and denied June 
29, 1962. Pending. . 

Defendant found guilty on 5 Sec. 17 counts and 1 Sec. 5 count and sentenced 
to 10 years, 4 of which were suspended, and fined $5,000. Appeal pending. 

8 defendants pleaded guilty and sentencing deferred. Pending. 



George, David Lloyd 
(National Tractor 
Rentals, Inc.). 

Gctcliell, Francis E. 
(Florada Palms, 
Inc.). . 

Do .. _ .•..... __ . __ __ 

Gilbert, Edward M ... _ 

Gradsky, Norman 
(Cre~lit Finance 
Corp.). 

Grant, IIarry L._. ___ __ 

Gray, Cbester 
(Imperial Petroleum 
Co.). 

Graye, James C. 
(James C. Graye 
Co.). 

Yetman, Jack ____ . ____ _ 

Greenberg, Jacob II. 
(Morris Mac 
Schwebel). 

Do ... _____ ._._._._. 

Gregory"Kenneth H. 
(Canam Investments, 
Ltd.). 

3 Montana ____ ._____ Ang. 25,1961 Sec. 17(al, 1933 Act; Secs. 371 
and 1341, Title 18, U.S.C. 

3 Southern District 
of Florida. 

J4 _____ do. ___________ _ 

Jan. 15,1957 Secs. 5(a) and 17(a) (1). 1933 
Act; Sec. 1341, Title 18, 
U.S.C. 

Aug. 19,1957' ____ .do ________ .. ____________ . 

1 Southern District Juno 28,1962 
of New York. 

11 Southern Didtrict 
of Florida. 

June 14,1961 

2 Northern District 
of Illinois. 

Sept. 19. 1961 

6 Southern District 
of Florida. 

Aug. 2,1961 

50 Connecticut._._... May 18,1950 

2 ____ .do _____ ._______ Sopt. 15,1960 

2 Southern District Feb. 6, 1961 
of New York. 

2 ____ .do._ ... ___ ._._. __ ._.do ____ . __ . 

28 New Hampshire .. _ Sept. 21, 1.961 

Secs. 5(a)(I), 17(a) and 24. 
1933 Act; Secs. 16(a), 32, 
and 32(a), 1934 Act; Secs. 
2. 1341, 1343 and 
Title 18, U.S.C. 

2314, 

Sec. 17(a), 1933 Act; Secs. 
371 and 1341, Title .18, 
U.S.C. 

Secs. 5(a)(I). 17(a) 1933 Act; 
Sec. 1341. TItle 18, U.S.C. 

Sec. 17(a). 1933 Act; Secs. 371 
and 1341, Title 18, U.S.C. 

Sees. 5(a) (1) and (2) and 
Sec. 17(a), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Sees. 5(a)(I), '5(n)(2), 5(c) 
and 17(a), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Sec.371, Title 18, U.S.C _____ . 

Sees. 5(a) (I), 5(a) (2) and 
17(a), 1933 Act; Sees. 2 and 
371, Title 18, U.S.C. . 

Gully, Guy W. (Uni- 6 Western District Dec. 7, 1961 

Sccs: 5(a) (1) and (2) and 
17(a) , 1933 Act; Secs. 371 
and 1341, Title 18, U.S.C. 

Sees. 5(a)(I), 5(a)(2), 17(a), 
1933 A ~t; Sec. 371, Title 18, 
U.S.C. 

versal Fuel and of Penn· 
Chemical Corp.). sylvania. 

See footnotes at end of table.' 

1 defendant pleaded guilty to 2 mail fraud counts and tho conspiracy count; 
sentenced to 1 year on each count to run consecutively with sentence on 
last 2 counts suspended; 5 years probation to begin at end of tinao served. 
Pending. ., t 1. , 

Closed. 

Judgment of acquittal as to 3 defendants. Pending as to remaining 
defendant. 

Pending 

Do. 

Pleas of not guilty entered by defendants and bond set for $1,000 each. 
Various motions filed. Pending. 

2 defendants convicted and sentenced to 3 years imprisonment on 4 counts of 
the indictment; 1 defendant pleaded gnilty to 1 Sec. 17(a) count and 
sentenced to 1 year, suspendcd, placed on probation and fined $500; 
another defendant dismissed; 2 defendants appealed from their convic· 
tions: Pending. 

Judgments of guilty were entered as to 20 defendants; 16 as to 1 Sec. 5(a) 
count and 4 defendants as to 1 Sec. 17(a) count; 5 other defendants pleaded 
guilty; 4 to 2 mail fraud counts and 1 to 1 Sec. 17(a) count. Sentences 
imposed on 20 defendants ranging from 1 year to 8Y.. years with various 
conditions for probation as to some defendants. Remaiuing defendants 
awaiting sentences. 1 defendant dismissed; 3 defendants deceased. 
Pending. 

Dismissed as to defendant who entered guilty piea on perjury indictment. 
Pending.' . . . . 

Motion by defendants to dismiss both indictments denied Jan. 15, 1962. 
Pending. 

Do. 

Pending. 

Defendants pleaded not guilty. Pending. 



1.'ABLE i6.-Indictments returned for violation of the acts administered by the Oommission, the Mail Fraud Statute (Sec. 1341, 
formerly Sec. 338, Title 18, U.S.O.), and other related Federal statutes (where the Oornmission took part in the investigation and 
development of the case) which were pendinu. during the 19GB fiscal year-Continued 

Name of principal Number U.S. District Indictment 
returned defendant of de- Court 

Guterm~, Alexander 
·L. (United Dye & 
Chemical Corp.). 

Garfield, Samuel S ____ _ 

Haley, Fred T. (Haley 
Oil Corp.). 

Hand, Thomas E _____ _ 

Hensley, David Earle 
(D. Earle Hensley 
Co., Inc.). Herck, John __________ _ 

Do ________________ _ 
Do _______________ _ 

Herr, Walter E. 
. (American Sales 
Training and Re­
search, Inc.). 

Howard, Robert A. 
(Montana Chemical 
Corp.). 

Howard, Robert A ____ _ 

Hughes, Paul M. 
(World Wide In­
vestors Corp.). 

Garfield, Samuel 
(Shawano Develop­
ment Corp.). 

Karal, William C _____ _ 

fendants 

8 Southern District Aug. 25, 1959 
of New York. 

6 _____ do _____________ Nov. 2,1960 

2 Western District Mar. 1, 1961 
of Michigan. 

2 Southern District Jan. 6,1960 
of Texas. 

1 Western District Mar. 22,1961 
ol Washington. 

6 Eastern District July 30,1942 
of Michigan. 1 _____ do _________________ do __ ~ ___ _ 

5 _____ do _________________ do ______ _ 

2 Northern District Nov. 30,1961 
ofnlinols. 

2 Colorado__________ Oct. 31,1961 

1 _____ do_____________ Dec. 7,1960 

13 Bouthem District Nov. 18,1960 
olNewYork. 

12 _____ do _____________ Apr. 13,1961 

1 Massachusetts ____ Nov. 30,1960 

. Charges 

Secs. 17(a) and 24, 1933 Act; 
Secs. 13, 14, 20(c), 32(a), 
1934 Act and Sec. 371, 
Title 18, U.S.C. 

Sees. 5(a)(l) and 24, 1933 
Act; and Sec. 371, Title 18, 
U.S.C. 

Secs. 5(a)(2), 5(c) and 17(a) 
ol 1933 Act; Secs. 371, 1341 
and 1343, Title 18, U.S.C. 

Sec. 17(n), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Sec. 1i(a), 1933 Act; Sec. 
1341, Title 18. U.S.C. 

Sec. 17(a)(I).1933 Act; Secs. 
371, 1341, Title 18, U.S.C. 

Sec. 15(a), 1934 Act _________ _ 
Sec. 15(a)(l) and (2), 1933 

Act; Sec. 371, Title 18, 
U.S.C. -

Sec .. 17(a) , 1933 Act; Secs . 
371 and 1341, Title 18 
U.S.C. 

Secs. 5(a)(I), 5(a) (2), 1933 
Act; Sec. lOeb) and Rule 
10b-5, 1934 Act; Secs. 1341 
and 2314, Title 18, U.S.C. 

Sec. 17(a), 1933 Act; Scc. 
1001, Title 18, U.S.C. 

Becs. 5(a)(1), 5(a)(2), 17(a) 
and 24, 1933 Act; Secs. 2 
and 371, Title 18, U.S.C. 

Secs. 5(a), 5(c), 17(a), 1933 
Act; Secs. 371 and 1341, 
Title 18, U.S.C. 

Sec. lOeb) and Rule 10b-5, 
1934 Act; Sec. 1341, Title 
18, U.S.C .. 

Status of case 

1 delendant pleaded guilty; sentencing delerred. Pending. 

Do. 

Both defendimts pleaded not guilty; 1 delendant posted bond in the amount 
ol $10,000; other delendant relused to post bond and remanded to Kent 
County, Michigan jail to await trial set lor Sept. 4, 1962. Pending. 

Closed. ..' . . . 

Delendant pleaded not guilty and posted $2,500 bond. Pending. 

Pending. 

Do: 
Do. 

Both defendants pleaded not gUilty and posted bond of $3,000 each. 
Pending. 

Both defendants apprehended, pleaded not guilty and posted bonds of 
$1,000 and $5,000. Pending. 

Defendant apprehended Dec. 30, 1960, and posted $5,000 bond. Pending. 

2 defendants pleaded guilty; sentencing deferred. 6 other defendants 
pleaded not guilty and were admitted to bail In amounts ranging from 
$500 to $15,000. Pending. 

1 delendant pleaded guilty; sentencing delerred. Pending. 

Delendant pleaded guilty and sentcnced to 6 months Imprisonment. 

l\:) 
o o 



Kevin, Melvyn •••••• __ 

Kimball Securities, Inc. 

Algranati, Mayer ••••.. 
Kirchofer, Robert Carl 

(Kirchofer and 
Arnold, Inc.). 

Lederer,' Joseph H._ •• _ 

Lefferdink, Allen J. 
(Denver Acceptance 
Corp.). 

Lincoln Securities 
Corp. 

Low, Harry (Trenton 
Valley Distillers 
Corp.). 

Makris, M.A.S. 
(Inter·City Finance 
Corp.). 

Mann, Wayne M ••.... 

McLean & Co., E.M. 
(Devon Gold Mines, 
Ltd.): 

Do ..• _ ..•.•••••••.. 

Do ••• _ •............ 

Mende, Milton Z. 
(North American 
Petroleum Corp.). 

Meyer, John (Treasure 
State Life Insurance 
Co.). 

Swanson, Glenn G .•••. 
Moxham, Jerome E •. _. 

Murray, John 
. (Alabama Accept· 
ance Corp.). ' 

2 Southern District June 15, 1962 Rule 10b-5, 1934 Aet._ •.•.•. Pending. 
of New York. 

20 •••.. do_ .•••••••.•. 

1 • .••• do •.........•• 
2 Eastern District 

of North 
Carolina:. 

6 Southern District 
of New York. 

'6 Colorado •••.•.•••. 

21 Ohio •.•.••.. ~ ...•. 

2 Eastern District 
of Michigan. 

2 Southern District 
of Florida. 

Northern District 
of IUinois. 

2 Eastern District 
of Michigan. 

..... do .•••.•.•...•. 

12 ..•. . do .....•••...•. 

4 Southern District 
of California. 

13 Eastern District 
of Washington. 

Dec. 7,1959 

Mar. 25,1960 
Apr. 11,1960 

Sept. 14,1961 

Oct. 31,1961 

Apr. 19,1960 

Feb. 3,1939 

Oct. 18,1961 

May 29,1962 

Oct. 21,1941 

..... do ....••.. 

..... do: .••...• 

, 
Apr. 26,1961 

Mar. 21,1961 

Secs. 5(a)(1), 17(a) and 24, 
1933 Act; Secs. 2 and 371, 
Title 18, U .S.C; 

Sec. 1621, Title 18, U .S.C ..•. 
Secs. 5(a)(2) and 17(8), 1933 

Act; Sec. 15(8), 1934 Act; 
Secs. 371 and '1341, Title 
18 U.S.C. 

Sees, 5(a) (1) and 24, 1933 
Act; Secs, 371 and 1341, 
Title 18 U.S.C. 

Sec. 17(a), 1933 Act; Secs. 
371, 1341 and 1343, Title 
18, U.S.C. , 

Secs. 5(a)(1) and (2), 5(c) 
and 17(a), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Sec. 17(3)(1), 1933 Act; Sec. 
1341, Title 18, U .S.C. 

Sec. 17(a), 1933' Act; Secs. 
371 and 1341, Title 18, 
U.S.C. . 

Secs.,5(c): .17(8) 1933 Act; 
Sec. 1341, Title 18 U .S.C. 

Sec. 15(a), 1934 Act ...•...... 

Secs. 5(a)(1) and (2), 1933 
Act; Sec. 3il, Title 18, 
U.S.C . 

Sec. 17 (a) (1), 1933 Act; Secs . 
371 and 1341, Title 18, 
U.S.C. 

Sccs. 5(a), 5(a)(1), 17(a), 
1933 Act; Sees. 2, 371 and 
1'141, Title 18, U.S.C 

Sec. 17(a), 1933 Act; Secs. 371 
and 1341, Title 18, U.S.C. 

2 .... .do ..••.........••... do ..••......... do ...•................... 
1 Northern District Jan. 5,1962 Sec. 17(a), 1933 Act.; Sec. 

of Indiana. 1341, Title 18 U.S.C. 
5 Northern District Sept. 4,1959 Sec. 17(a)(I), 1933 Act; Sec. 

of Alabama. 1341, Title 18, U .S.C .. 

Guilty pleas filed as to 4 defendants; sentenciug deferred; pendln g trial a 
to remaining defendants. Pending. 

Pending. 
Both defendants arraigned and 1 pleaded guilty; other not guilty. 

Pending. 

Pending. 

Do. 

Sentencing imposed On 12 defendants ranging Crom 18 months to 2 years 
with various conditions for probation as to some defendants, fines from 
$1,000 to $3,500; 4 defendants dismissed and 1 deceased. Pending. 

Pending. 

DeCendants arraigned and pleaded not guilty. Motion for dismissal as to 
1 defendant filed Jan. 16, 1962. Order entered denying said motion Mar. 
5, 1962. Pending. 

Pending. 

Do. 

1 deCendant pleaded guilty on 2 Sec. 17(a) counts; sentenced to 1 year on 
each connt to rnn concurrently; execution snspended and placed On pro­
bation for 3 years following present incarceration on a mail fraud COn· 
viction; indictment dismissed as to 2 defendants. Pending. , 

12 defendants found guilty and received sentences ranging from 30 days to 
30 months; 2 deCendants fined $5,000 each; 1 defendant appealed from his 
conviction. Pending. 

Pending. 

Appeal filed. Opinion rendered affirming convictions of district. court. 
Pending. 



TABLE 16.-Indictments returned for violation of the act8 ad1nini8tered by the Commis8ion, the Mail Fraud Statute (Sec. 1341, I:,:) 
f(;1'fflerly Sec. 338, Title 18, U.S.C.), and other rclated Federal8tatute8 (where the Commission took part in the inve8tigation and g 
development Of the ca8e) which were pending dU1'ing the 1962 fi8cal year-Continued 

Name oCprincipal Number U.S. District 
Court 

Indictment 
returned deCendant ' oC de· 

Newman Associates, 
Philip. 

Cendants 

28 New Hampshire_ _ June 16,1960 

Noonan, John A. 1 Massachusetts .•.. Dec. 12,1960 
(Security Finance 
Plan, Inc.). 

Do ...•.........•••.. _do ••...... .do ....•.....•.. June 16,1961 

Parker, T. M., Inc ..••. 

Do .••• : .......••••. 
Do •••••.•..•...••.. 
Do .... _ ....... -..•.. 

Peel, Jr., Joseph A. 
(Insured Capital 
Corporation) . 

Powell, Irwin Vincent. 

Powls, Francis Alger· 
non Gaylord (A. G. 
Powis & Coo, Ltd.). 

Prettyman, L. Travers 
(Thunderbird De· 
velopment Corp.). 

Price, Daniel (Na· 
tlonal Electro 
Process Corp.). 

Pruett, Carl A. 
(Pruett & 00., Inc.). 

Re, Gerardo A. (Re, 
Re and Sagarese, 
Swan· Finch Oil 
Corp.). 

16 Eastern District Apr. 27,1954 
oC Michigan. 

15 •...• do ..•.... , .••....... do_ ••..... 
15 ....• do ....•..•..•....... do ....... . 
15 ..... do ....••.• _._ ....... do ... _ ... . 
6 Southern District June 14,1961 

,oC }'Iorida. 

1 Southern District Jan. 15,1962 
oCNew York. 

22 younecticut. .•. _.. May 10,1961 

2 Kansas .......• ~... Feb. 27,1962 

13 Eastern District Dec. 18, 1959 
of Virginia. 

2 Northern District June 1,1961 
oC Georgia. 

7 Southern District Apr. 2,1962 
of New York. 

Charges 

Secs. 5(a)(1), 5(a)(2), 5(c) 
and 17(a)(1), 1933 Act; 
Secs. 3il and 1341, Title 18, 
U.S.C. 

Secs. 17(0) and 24 and Rule 
260, 1933 Act; Secs. 1001 
and 1341, Title 18, U.S.C. 

Sec. 24 and Rules 255(0) and 
256<0,1933 Act; Sec. 1001, 
Title 18, U.S.C. 

Sec. 3il, Title 18, U.S.C._._. 

Sec. 1341, Title 18, U.S. C .... 
Sec. 17(a), 1933 AcC._ ..••... 
Sec.-15(a), 1934 Act .•...•... _ 
Sec. 17(a), 1933 Act; Sccs. 

3il and 1341, Title 18, 
U.S.C. 

Secs. 2, 1001 and 1505, Title 
18 U.S.C. 

Secs. 5(a) (1), 5(a) (2) and 
17(a), 1933 Act; Secs. 3il 
and 1341, Title 18, U.S.C. 

Secs. 5(a) (2), 17(a), 1933 
Act; Secs. 371 and 1341, 
Title 18, U.S.C. . 

Sees. 5(a) (2), 5(c) and 17(a), 
1933 Act; Secs. 3il' and 
1341, Title 18, U.S.C. 

Sec. 17(a) , 1933 Act; Sers. 
3il and 1341, Title 18, 
U.S.C. , 

Secs. 5(a)(1), 1933 Act· 
Sees. 2, 371 and 1001; 
Title 18, U.S.C. 

Status oC case 

15 deCendants pleaded guilty and 4' deCendants pleaded nolo contendere; 
received sentences ranging from 3 months to 3 years and probation periods 
up to 3 years; other sentences suspended and deCendants placed on pro· 
bation and 2 fined $400. Indictment dismissed as to 2 deCendants. 

, Pending. ' 
Defendant pleaded guilty on 5 Sec. 1001 counts and sentenced to 3 months. 

DeCendant pleaded guilty to count 5 oC Sec. 24 and Rules 255(a), 256(0 of 
the 1933 Act; given 2 years suspended sentence plus 3 years probation. 

Pending. 

Do. 
Do. 
Do. 

5 defendants convicted by jury on April 12, 1962, on 9 counts oC the 11 count 
indIctment; sentenced to serve 2 years On each count to run consecutively, 
or a total 0(18 years as to each defendant. Notices oC appeal filed by each 
deCendant. Pending. 

Pendin~. 

Bench warrants Issued on all deCendants with the exception oC corporate 
deCendants, and bonds in tbe amount oC $10,000 set Cor each deCendant. 
Order entered dismiSSing 1 deCendant Nov. 8, 1961. Pending. ' 

1 defendant pleaded guilty to 3 counts oC the indictment charging violations 
oC Sec. 5 oC 1933 Act; remaining deCendant Cound guilty on 23 counts oC 
indictment Cor violations oC Secs. 5 and 17 oC 1933 Act, Mail Fraud and 
Conspiracy Statutes; remaining counts dismissed. Pending. 

Pending. 

Both deCendants each sentenced to 9 years on their guilty pleas to 3 counts 
oC the Indictment charging violations of Sec. 17 oC 1933 Act, and the Mail 
Fraud Statute. 

Pending. 



Rhine, Arnold R. 
(A. R. Rhine dba 
Rhine Petroleum 
Industries) . 

Robertson, Thomas E. 
(American·Cana· 
dian Oil & Drilling 
Corp.). 

Roe, D. N. (Stratoray 
Oil, Inc.): 

Schaefer, Carl D •••••.. 

Seybold, George 
Robert. 

Schindler, David L .... ' 

Sills, Robert Bernard 
(Sills & Co.). 

Silver, Benjamin 'V. 
(Stardust, Inc.). 

Silver State Farms, 
Inc. (Valley Farms, 
Inc.). 

South, Dudley Pritch· 
ett (William New· 
man & Co.). 

Spivey, Vernon M ••.•. 

Springer, Alan C. 
(Arkansas Business 
Development 
Corp.). 

Sylk, Albert J. 
(Nylonet Corp.). 

Colorado.......... Feb. 27,1962 

3 Southern District June 17,1959 
of New York. 

3 Northern District Aug. 16,1957 
of Texas. 

Northern District Mar. 26.1958 
of lllinois. 

Eastern District July 18,1961 
of Michigan. 

4 Southern District June 28,1957 

2 

of New York. 

Sout hem District 
of Florida. 

Feb. 5,1959 

6 Nevada .......•. ~. May 26,1960 

6 ..... do .•..•....•... Jan. 26,1960 

8 New Jersey ...••.. Dee. 11,1958 

Eastern District 
of Wisconsin. 

Eastern District 
of Arkansas. 

Aug. 30,1961 

Feb. 20,1961 

N ortbern District Jan. 9, 1962 
of Georgia. 

Sees. 5(a)(I) and 17(a), 1933 
Act; Sec. 1341, Title 18, 
U.S.C. 

Sees. 5(a)(l) and 17 (a), 1933 
Act. 

Secs. 5(a) (1) and (2) and 
17(a)(I), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Secs. 5(,,)(2) and 17(a), 1933 
Act. 

Sec. 17(a) , 1933 Act; Secs. 
206(1) 206(~) of Inv. Adv. 
Act of 1940; Sec. 1341, 
Title 18, U .S.C. 

Sec. 17 (a) (2), 1933 Act; Sec. 
9(a)(2), 1934 Act; Sec. 371, 
Title 18, U.S.C. 

Sec. 17(a)(I), 1933 Act; Sec. 
32, 1934 Act; Sec. 1341, 
'rltle 18, U.S.C. 

Sees. 5(a)(2), 17(a)(I), 1933 
Act; Sec. 1341, Title 18, 
U.S.C. 

Sec. 371, Title 18, U.S.C ..••. 

Sees. 5(a)(1) and 17(a), 1933 
Act; Sees. 2, 371 and 1341, 
Title 18, U.S.C. 

Sec. 17(a) , 1933 Act; Sec. 
1341, Title 18 U.S.C. 

Sec. 17(a), 1933 Act; Sec. 
1341, Title 18, U .S.C. 

Scc. 1001, Title 18 U.S.C .... 

Defendant sentenced to 3)~ years Imprisonment on plea of guilty to 1 Sec. 
17(a) count. 

CA·2 sustained defendant's conviction on all but 3 counts; court modified 
sentence and placed defendant on probation. Pending. 

Petition lor writ 01 certiorari to review the judgment 01 CA·5 filed June 19, 
1961. Denied Oct. 9, 1961. 2 defendants found guilty on April 27, 1962, 
on counts 15·19 charging violations 01 the registratIOn provisions 01 the 1933 
Act; Corporate defendant fincd $15,000 and individual defendant sen· 
tenced to 4 years on each count 15 and 17; imposition 01 remaining counts 
suspended and placed 01\ probation lor a perIOd 015 years. Appeal filed 
Irom the judgment of the district court May 2, 1962. Pending. 

CA·7 affirmed counts 3 and 6 01 Sec. 17(a) and counts 11 and 1201 Sec. 5(a) 
01 1933 Act: roverese 6 counts of Sec. 17(a) and remanded counts 4 and 5 
of Sec. 17(a) for a new trial. Pending. 

Defendant pleaded guilty on all counts 01 indictment and sentenced to 10 
years imprison mcn t. . 

1 defendant deceased; other delendants awaiting trial. Pending. 

1 delendant previously convicted; other delendant apprehe!lded on Apr. 25, 
1961, and released on $10,000 bond. Pending. 

Closed. 

CA-9 reviewed conviction of 2 delendants and remanded the case lor a new 
trial. 1 delendant on plea 01 nolo contendere sentenced to 3 years, sus· 
pended and placed on probation for 3 years. Another delendant pleaded 
nolo contendere. Pending. 

1 defendant deceased; 2 defendants are still lugitives and remaining de· 
fendants awaiting trial. Pending. ' 

Pending. 

Do. 

Do. 



TABLE 16.-Indictment8 f'eturned for violatwn of the acts a(lministered by the Oommis8ion, the M·ail Fraud Statute (Sec. IS41, ~ 
formerly Sec. 338, Title 18, U.S.O.), and other related Federal statutes (where the Oommission took part in the inve8tigation and ~ 
development of the ca8e) which were pending during the 1962 fi8cal year-Continued 

Name of principal 
defendant 

Talenfeld, Murray A __ 

Do ____ , ____________ 

Do _________________ 

Do ____________ ~ ____ 

Tellier, Walter F ______ 

Metz, Abraham M ____ 
Tellier, Walter F. 

(Consolidated Ura-
nium Mines, Ine.).-

Todd, Donglas M. 
(Platalloy Corp.). 

Van Allen, John (Gulf 
Coast Leaseholds, 
Inc.). Do _________________ 

Warner, J. Arthur & 
Co., Inc. 

Wechsler, Nathan 
(Coombs & Co., 
Inc.). 

J. A. Winston & Co.; 
Inc. 

Number 
of de­

fendants 

4 

4 

4 

4 

7 

·1 
1 

5 

20 

2 

11 

2 

14 

U.S. District 
Court 

Western District 
of Pennsyl-
vania. 

_____ do _____________ 

_____ do _____________ 

_ ____ do _____________ 

Eastern District of 
New York. 

_____ do _____________ 

Eastern District of 
New York. 

Southern District 
of California. 

Southern District 
of New York. 

_____ do _____________ 

Massachusetts ____ 

District of Co-
lumbia. 

Southern District 
of New York. 

I Information. . J Superseding indictment. 

Indictment 
returned 

Mar. IS, 1960 

Mar.8, 1961' 

t 

_____ do ________ 

_____ do ________ 

Ang. 3, 1956 

_ ____ do ________ 
Apr. 26, 1956 

Jan. 25,1961 

Mar. 24, 1960 

June 16,1960 

July 7,1953 

May 25,1961 

July 20,1961 

Charges 

Secs.9(a)(2) and 32(a), 1934 
Act; Sec. 2, 371, 1001, 1341, 
1343 and 2314, Title 18, 
U.S.C. 

Sec. 371, Title 18, U.S.C ____ _ 

Secs. 2, 1341, 1343 and 2314, 
Title 18, U.S.C. 

Sec. 5(a)(2), 1933 Act; Secs. 
9(a)(2) and 32, 1934 Act; 
Sec. 1001, Title 18, U.S.C. 

See. 17(a), 1933 Act; Sees. 
371 and 1341, Title 18, 
U.S.C. 

Sec. 1621, Title 18, U.S.C ___ _ 
Sec. 17(a), 1933 Act; Sec. 

1341, Title 18, U.S.C. 

Secs. 5(a)(I), 17(a)(I), (2) 
and (3), 1933 Act; Sees. 2, 
371 and 1341, Title 18, 
U.S.C. 

Sees. 5(a) (1) and (2), 5(c), 
17 snd 24, 1933 Act; Sces. 
2 and 1341, Title 18, U.S.C. 

Sees. 2 and 1001, Title 18, 
U.S.C. 

Sec. 17(a)(3), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Sces. 371, 1341 and 1343, Title 
18, U.S.C. 

Status of ease 

Closed. 

1 defendant on nolo contendere plea fined $7,500, given suspended sentonce 
and placed on probation for a period of 5 years; 2 defendants on pleas 

. of guilty sentenced to 1 year and placed on probation for 6 years and 
fined $10,000 each. Pending as to remaining defendant. 

Do. . 

Do. 

1 defendant arraigned and ball previously set in the amount of $25,000 
continued. Pending. 

Pending. 
Defendant pleaded not guilty. Pending. 

3 defendants convicted of violating Sec. 17(a); corporate defendant fined 
$11,500 to be paid within 3 years; 1 defendant received 3 years imprison­
ment, suspended, and placed on probation for 3 ycars; 1 defendant scn­
tcnced to 1 year and 1 day, execution of which was suspended, and a 
probation of 3 years; remaining defendants acquitted. 

6 corporate and 10 individual defendants pleaded not guilty. 1 defendant 
pleaded guilty to all counts; sentencing deferred. Pending. 

Dismissal as to 1 defendant June 7, 1962. Pending as to remaining defend: 
ant. 

Pending. 

Closed. 

Sees. 5(a) (1), 5(a)(2), 17(a) Various defendants posted bonds ranging from $1,000 to $25,000. Pending. 
and 24, 1933 Act; Sees. 2, 
371 and 1341, Title 18, 
U.S.C. 



TABLE 17.-InJunction proceeding8 brought by the Commi88ion which were pending during the fi8cal year ended June SO, 1962 

Name of principal 
defendant 

C. H. Abraham & Co., 
Inc. 

Aircraft 'Dynamics 
International Corp. 

Alaska Consolidated 
Oil Co., Inc. 

Aldred Investment 
Trust. 

All American Marble 
Co. 

Allen Investment Co. __ 

AlIen, McFarland & 
Co., Inc. 

American Capital 
Corp. 

American Diversified 
Securities, Inc. 

American Equities 
Corp. 

American Interna- ' 
tional Savings and 
Loan ASSOCiation, 
Inc. 

American-Interna­
tional Securi ties, 
Inc. ' 

American Orbltronlcs 
Corp. 

Num­
berof 

defend-
ants 

2 

3 

4 

3 

3 

2 

3 

1 

1 

4 

15 

U.S. District 
Court 

Sonthern District 
of New York. 

_____ do ____________ 

_____ do ____________ 

_____ do ____________ 

New Mexico ______ 

Colorado __________ 

District of 
Columbia. 

: ____ do ___ ~ __ : ______ 

_____ do _____________ 

Southern District 
of New York. 

Maryland _____ , ____ 

Initiating 
papers filed 

Apr. 11,1960 

Aug .18.1960 

Apr. 21.1961 

Aug. 11.1961 

Sept. 1.1961 

Oct. 22.1959 

Dec; 21.1960 

May 31.1962 

Apr. 6,1961 

Mar. 22. 1961 

Aug. 21,1961 

AlIeged violations 

Secs. 15(c)(1), 15(c)(3) and 
Rules 15cl-2 and 15c3-1, 
1934 Act. 

Sec. 17(a), 1933 Act __________ 

Sec. 5(b)(1) and (2),1933 Act_ 

Sec. 10(b), and Rule 10b-5, 
1934 Act. 

Sec. 5(a), 1933 Act ___________ 

Sec. 15(c)(3) and Rule 
15c3-1, 1934 Act. 

Secs. 15(c)(I), 15(c) (3) and 
Rules 15cl-2 and 15c3-1, 
1934 Act. 

Sec 17(a)(3), 1933 Act. 

Sec. 15(c) (3) and Rule 
15c3-1, 1934 Act. 

Secs. 5(a), 5(e) 
1933 Act. 

and 17(a), 

Sec. 5 (arand (c),1933·Act._ 
, 

3 Southern District Feb. 16.1962 Sec. 15(c) (3) and Rule 
of California. 15c3-1, 1934 Act. 

19 ,DIstrictofColum- Aug. 16,1961 Secs. 5 (a) and (c) and 17(a), 
bia. 1933 Act. 

Status of case 

Complaint filed Apr. 11, 1960. Order entered dismissing action as to both 
defendants, Feb. 5, 1962. Closed. 

Complaint flied Aug. 18, 1960. Preliminary Injunction entered as to all 
defendants, Feb. 17, 1961. Order entered extending defendants' time to 
answer complaint to Sept. 17, 1962. PendIng. 

Final judgment by consent as to 2 defendants and order dIsmissing as to 1 
defendant entered June 5, 1961. Final judgment by consent entered Aug. 
14, 1961, as to remaining defendant. Closed. 

Complaint filed Aug. 11, 1961. Stipulation extendiilg defendants' time to 
answer to May 4, 1961. Pending. 

Complaint filed and temporary restraIning order signed Sppt. I, 1961: 
Answers flied Sept. 17, and 26,1961. Order entered Nov.16,1961, denying 
preliminary injunction and dissolving temporary restraining order. 
Pending. 

Motion by defendant to set aside the stipulation and order entered Dec. 7, 
1959. Order entered June 5, 1962, denying said motion. Pending. 

Complaint and'request for the appointment of a receiver flied Dec. 21, 1960; 
Final judgment by consent as to all defendants entered Dec. 22, 1960. 
Receiver apPointed Feb. 27, 1961. Pending. 

Complaint and request for the appointment of a receiver filed May 31, 1962. 
Temporary restraining order signed May 31, 1962. Order appointing 
receiver May 31,1962. Pending. 

Complaint and request for the appointment of a receiver filed Apr. 6, 1961. 
:Final judgment by consent entered Apr. 18, 1961 .. Order entered appoint­
ing a receiver, Apr. 25, 1961. Order entered referring action to the referee 
In bankruptcy Sept. 14, 1961. On Oct. 20, 1961, final report of equity 
receiver filed. Order entered approving receiver'S final account and dis 
charging equity receiver Jan. 10, 1962. Pending as to referee in bankruptcy 

Summons and complaint filed Mar. 22, 1961. Answer filed by 1 defendant· 
Apr. 25, 196!. Default judgment as 'to 3 defendants entered May 31, 1961 
Pending as to 1 defendant. ' , 

Summons and complaint filed Aug. 21, 1961. Opinion rendered and orde 
entered Oct. 31, 1961, enjoining 14 defendants. Plaintiff's motion fo 
dismissal of action as to l' defendant granted. Closed. . .. 

Complaint filed Feb. 16, 1962. Final judgment by consent as to all 
defendants entered Apr. 12, 1962. Closed. 

Comolaint filed Aug. 16, 1961. Preliminary injunction entered Aug. 31 
1961, as to 11 defendants and denied as to 4 defendants. Praecipe fo 
dismissal of action as to 2 defendants filed Oct. 1961. Final judgmen 
by consent as to 5 defendants entered Oct. 30, 1961. Pending. 



TABLE 17.-Injlllleti've proeecdillg.~ brought by the Commission which were pendillg d,/lrillg the fi8eal year elided, June 30, 1962.-Con. 

Name of principal 
defendant 

American Quicksilver 
Corp. 

American Seal Sav­
ings and Loan 
Association, Inca 

American Television 
& Radio Co. Ampet Corp __________ _ 

Ar:;aconda Lead & Sil­
ver Co. 

J. Morris Anderson & 
Associates, Inc. 

Angelson, John P _____ _ 

Aquafllter Corp _______ _ 

Arlee Associates, Inc __ _ 

Armstrong & Co., Inc __ 

Lloyd Arnold & Co __ _ 

Babson, Kaye & Robb 
Co. 

Bail, Pablo & Co _____ _ 

Num­
berof 

defend-
U.S. District 

Court 
Initiating 

papers flied 
ants 

5 

3 

Southern District Apr. 11,1962 
of California. 

Maryland_________ May 9,1960 

2 

26 

Minnesota ________ Apr. 6,1960 

Colorado__________ Mar. 9,1962 

2 : ____ do __ : __________ June 3,1960 

3 District of Colum- Dec. 27,1961 
bia. 

3 Eastern DIstrict Dec. 21, 1959 
of Virginia. 

2 Massachusetts. ___ Aug. 25,1961 

4 Southern District June 1,1961 
of New York. 

3 _____ do_____________ Feb. 15,1962 

2 Southern District Feb. 27,1961 
of California. 

4 Southern District Nov. 18,1960 
of New York. 

3 District of Colum- Aug. 25,1960 
bia. 

Alleged violations 

Sec. 17(a)(l), 1933 AcL ____ _ 

Sees. 17(a) (2) and (3),1933 
Act. 

Sec. 17(a)(2), 1933 AcL ____ _ 

Sees. 5(a) and (c) and 17(a), 
1933 Act; Sec. lO(b) and 
Rule lOb-5, 1934 Act. 

Sec. 17(a). 1933 'Act; Sec. 
lO(b) and Rule 10b-5, 1934 
Act. 

Secs.15(c) (3) and 17(a), and 
Rules 1503-1, and 17a-3, 
1934 Act. 

Sec. 15(c) (3) and Rule 15c3-
1, 1934 Act. 

Sces. 5(a) and 5(c)' 1933 Act. 

Sec. 17(a); 1933 Act; Sees. 
10(b), 15(a) and Rule 10b-
5,1934 Act. 

Sec, 17(a) and Rule 17a-3, 
1934 Act. 

Sec. 17(a)(3), 1933 Act; Sees. 
15(c)(1), 15(c) (3), and 
Rulcs 15cl-2, 15c3-1, 1934 
Act. 

Secs. 15(c)(3), 17(a) and 
Rules 1503-1 and 17a-3, 
1934 Act. 

Sec. 17(a) and Rule 17a-3, 
1934 Act. 

Status of case 

Complaint flied Apr. 11, 1962. Preliminary injunctions entered May 3, 
1962, as to 4 defcndants and June 18, 1962, as to 1 defendant. Pending. 

Motion for permancnt injunction and appointmcnt for a liquidating receiver 
flied and granted Apr. 28, 1961. Order not submitted became other 
parties appeared and expressed a desire to take over and rehlbilltate 
company. Petition under Chapter X flied and approved by court. 
Pending. ' , 

Complaint filed Apr. 6, 1960. Final judgment by consent as to both 
defendants entered Nov. 17, 1961. Closed. : ' 

Complaint flied 1\1ar. 9, 1962. Tcmporary restraining order, 1\1ar. 9, 1962. 
Answers filed. Final judgment by default as to 1 defendant entered 
May 16, 1962., Pending as to remaining defendants. 

Defaultj udgment as to 1 defendant entered Feb. 20, 1961. Final judgment 
as to 1 defendant entered July 12" 1961. Closed. 

Complaint flied Dec. 27,1961. Final judgment by consent as to all defend-
ants entered Dec. 27, 1961. Closed. ' 

Receiver appointed Feb. 16, 1960. Final judgment by conseut as to all de­
fendants entered Apr. 19, 1960. Order entered discharging receiver Jan. 
15, 1962. Closed.'· " ' 

Complaint filed Aug. 25, 1961. Final judgment by consent as to both de­
fendants entered Aug. 25, 1961. Closed. 

Summons. complaint and request for the appointment of a receiver flied 
June I, 1961. Final judgment by consent as to all defendants and order 
apPointing a receiver entered June 1, 1961. Pending as to receivership. 

Summons, complaint and request for the aPPointment of a receiver flied 
Feb. 15, 1962. Preliminary injunction and order appointing a receiver en­
tered Feb. 26, 1962. Answers filed. Order entered May 21, 1962, authoriz-
ing reeeiver to sell furmture and furnishings. Pending. ' 

Complaint and request for the appointment of a reCCiver flied Feb. 27, 
1961. Receivcr appointed Apr. to, 1961. Final judgment by consent 
entered as to both defendants Dec. 19, 1961. Pending as to receivcr. ' 

Summons, complaint and 'request for the appointment of a receiver filed 
Nov. 18, 1960. Receiver appointed. Final judgments by consent 
entered Dec. 2, 1960, as to defendants and Dec. 16, 1960, as to remaining 
defendant. Receiver discharged Dec. 5, 1961. Closed. 

Complaint flied and preliminary injunction by consent entered Aug. 25 
1960. Motion for appOintment of a receiver filed and receiver appointed 
Dec. 20, 1960. Receiver'S petition for authority to liquidate stock served 
June 25, 1962. Pending. 



Bartlett Petroleum 2 Northern District 
Co., Inc. of Texas. 

Becker, George W _____ 7 New Mexico ______ 

Belmont Oil Corp _____ 10 Southern District 
of New York. 

Do ________________ 
15 

_____ do _____________ 

Beunett & Co _________ 3 New Jersey _______ 

Beverly Hills Security 5 Southern District 
Investments. of California. 

BIltmore Securities a Southern District 
Corp. of New York. 

Black, Elio Dorothy Montana __________ 
dba E. D. Black & 
Co. 

Bloomberg, Arthur R __ 4 Massachusetts ____ 

Bond and Share Corp __ 26 Western District 
of Oklahoma. 

Brandle Trust _________ 16 Southern District 
of New York. 

Francis J. Brenek and a Western District 
Co., Inc. of Washington. 

Sept. 6,1961 

Dec. 14,1961 

Aug. 3,1959 

June 30,1959 

May 21,1962 

Feb. 6,1961 

Aug. 12.1960 

~ay 28,1962 

Sept. 22, 1961 

Dec. 13, 1961 

July 15,1958 

May 1,1961 

Secs. 5(a)(I), 5(a) (2) 
5(c), 1933 Act. 

and 

Secs. 5(a), 5(c) and 17(a)(2), 
1933 Act. 

Sec 17(a), 1933 AcL ________ 

Sec. 5, 1933 AcL ____________ 

Sec. li(a), 1933 Act __________ 

Secs. 5(a) and 5(c), 17(a) (2) 
and (3), 1933 Act; Secs. 
10(b), 15(a), 15(c)(I), and 
Rules 1Ob-5 and 15c1-2. 
1934 Act. 

Sec. li(a), 1933 AcL ________ 

Secs. lO(b) , 15(c)(I) and 
15(c)(3), and Rules 10b-5, 
15c1-2 and 15c3-1, 1934 
Act. 

Sees. 5(a) and 5(c), 1933 Act __ 

Sees. 5 (a) and (c), 17(a)(1), 
17(3)(2) and 17(a)(3), 1933 
Act; Sec. lOeb) and Rule 
10b-5, 1934 Act. 

Sees. 5(b) and 17(a) , 1933 
Act; Secs. 15(c)(l) and 
(3) and Rules 15cl-2 and 
1503-1, 1934 Act. 

Sec. 17(a), 1933 Act; Sces. 
15(c) (1), 15(c) (3), 1i(a) 
and Rules 15cl-2, 15cl-4, 
1503-1, lia-3 and 17a-4, 
1934 Act. 

Complaint filed and final judgment by consent as to both defendants 
entered Sept. 6, 1961. Closed. 

Sununons and complaint filed Dec. 14, 1961. Final judgments by consent 
entered Dec. 15, 1961, as to 3 defendants; Dec. 22, 1961, as to 1 dcfendant; 
Dec. 29,1961, as to 1 defendant; Jan. 9,1962, as to 1 defendant; and Feb. 
5, 1962, as to remaining defendant. Closed. 

Preliminary injunction as to 7 defendants entcred Dec. 15, 1959. Notice of 
appeal from the order of preliminary iIlJunction filed by 1 defendant 
Jan. 7, 1960. Opimon rendered Oct. 27, 1960, by CA-2 afiirming order of 
the district court entered Dec. 15, 1959 .. Pending. 

Notice of appeal from the order of preliminary injunction filed by 1 defend­
ant Jan. 7, 1960. Opinion rendered Oct. 27, 1960, by CA-2 a!lirming the 
order of the district court entered Dec. 15, 1959. Pending. . 

Summons, complaint and request for the appointment of a receiver filed 
May 21, 1962. Temporary restraining order signed May 21, 1962. 
Pending. ' 

Complaint filed Feb. 6, 1961. Final judgments by consent entered Feb. 20 
and Mar. I, 1961, as to 4 defendants. Final judgment by conscnt as to 
the remaining defendant entered June I, 1962. Closed. 

Summons and complaint filed and' temporary restraining order signed 
Aug. 12, 1960. Notlce of dismissal without prejudice as to all defendants 
ordered Mar. 15, 1962. Closed. 

Complaint and request for the appointment of a receiver filed May 28, 1962. 
Final judgment entered and receiver appointed June 4, 1962. Pending. 

Complaint filed Sept. 22, 1961. 'Orders entered' Oct., 18, 1961, denying 
motion for leave, nunc pro tunc, to file suit, and dismissing complaint. 
Appeals filed by the Commission Oct. 18, 1961, from order entered Sept. 
18,1961, denymgits motion to intervene m the reorganization proceeding 
in order to insure compliance with the regulation provisions of the 
1933 Act; and from orders of the district court dated Oct. 18, 1961. Order 
by court denying application for temporary stay. Order Feb. 6, 1962, 
by CA-1 afiirming the district court orders entered Oct. 18, 1961. Closed. 

Complaint filed Dec. 13, 1961. Answers filed. Final judgment by consent 
ns to 2 defendants entered Jan. 29, 1962. Pending. 

Receiver appointed July 21, 1958. Fiual judgment" by consent as to 2 
defendants entered July 22, 1958. Pending. 

Complaint and request for the appointment of a receiver filed May I, 1961. 
Fmal Judgment by consent as to 3 defendants entered Aug. 15, 1961. By 
agreement plaintiff can movo for appointment of receiver if such action 
appeors warranted. Closed. 



TABLE 17.-lnjunctive proceedings 'brought by the OommiBsion which were pending during the fiscaZ year ended June 30, 1962-Con. 

Name of principal 
defendant 

,. 
Brown, Barton & 

Engel. 

Brownlie, John _____ ,_"'-_ 

E- A. Burka, Inc _____ _ 

Byquist, Jr., Richard __ 

C.I.A., Inc ___________ _ 

T. J_ Campbell 
Investment Co., Inc. ' 

Canadian Ja,velin Ltd __ , 
, 

Capital Gains Re­
search BureaU, Inc. 

Casavan IndwitrleS, 
Inc. 

Chamberlain 
Associates. 

'Cohen; Charles E-____ _ 

----
The Colorado Co. 

Inc. and Raymond 
T. Sweeney,. aka " 
Philip J. Sweeney. 

Colorado Trust Deed 
Funds, Inc. 

Columbus~Rexall Oil 
Co. 

Cook, Jr_, C_ Berkeley_ 

Num­
her of 

defend-
U.S. District 

Court 
Initiating 

papers filed 
ants 

9 New Jersey ____ ~ __ May 1,1962 

Eastern District 
of New York_ 

District of 
.Columbia. 

Apr. 27,1962 

May 9,1960 

3 Eastern District June 7,1961 
of Wasbington. 

2 Northern District May 22,1962 
of llIinois. 

4' Southern District Oct. 16, 1958 
of Texas. , 

24 Southern District Sept. 23, 1958 
of New York. 

2 _____ do_ _ __________ Nov . .17,1960 

3 Ncw Jersey_: _____ July 18, 1961 

7 Southern District June 19, 1961 
of New York. 

2 New Jersey _ _ _____ June 30, 1960 

2 Colorado__________ May I, 1962 

5 _____ do_____________ Apr. 25, 1961 

3 Utah______________ Oct. 9,1957 

4 Sonthern District 
of New York. 

Apr. 12,1961 

Alleged violations 

Sec. 17(a), 1933 AcL _______ _ 

Sec.'5, 1933 Act. ____________ _ 

Sees. 15(c)(l) and 17(a) and 
RuJes 15cl-2 and 17a-5, 
1934 Act. . 

Sees. 5(a) and 5(c), 1933 
Act. 

Sees. 5(a) and 5(c), 1933 Act_ 

Sees. 17(a)(2), 17(a)(3), 1933 
Act, Sees. 15(c)(I), 15(c) 
(3), and 10Cb), 1934 Act. 

Sees. 5(a)(I) and (2), 17a 
(1), (2) and (3) and 17(b), 
1933 Act; Sec. 10(b), 1934 
Act. 

Sec. 206(1)' and (2), Inv. 
Adv. Act of 1940. 

Sees: 5(a) and 5(c) and 17(a) , 
1933 Act. 

Sees. 5(a), 6(c) and 17(a), 
1933 Act. 

Sees. 15(c)(I), 15(c) (3) and 
17(a) and Rules 1001-2, 
1503-1 and 17a-3, 1934 Act. 

Sees. 15(c)(I), 15(c)(3), and 
17(a) and Rules 15cl-2, 
15<;3-1 and, 17a-3, 1934 Act. 

Sec. 17(0)(2) and (3), 1933 
Act. 

Sec_ 5(a)(l) and (2), and 
5(c), 1933 Act. 

Sec. lOeb) and Rule 10b-5, 
1934 Act. 

Status or case 

Complaint filed May 1;1962. Temporary restraining order si~ed May I, 
1962. Petition to hold revocation proceedlug in abeyance filed May 9, 
1962. Pending. 

Summons and complaint filed Apr. 27, 1962. Final judgment by consent 
entered Apr. 27 1962. Closed. 

Final judgment by consent as ·to both defendants entered Aug. 31, 1960. 
}'inal report of receiver filed with court Sept. 12, 1961. Closed. 

Complaint filed June 7, 1961 •. Default judgment entered Jan. 29, 1962, as to 
all defendants. Closed.. . .. " 

Complaint filed May 22, 1962. Final judgment by conscnt as to both de­
fendants entered June 7, 1962. Closed. 

Fiualjudgment entered as to all defendants and receiver appointed Oct. 16, 
1958. Order approving final report and discharging receiver filed. 
Closed. 

Final judgment by consent as to 3 defendants entered Nov. 24, 1958. Under­
taking filed as to 1 defendant, June 1959. Pending. 

Complaint filed Nov. 17d960. Opinion rendered denying motion for pre­
liminary injunction. Notice of appeal filed Apr. 1961, by Commission 
from the order of the district court denying motion for preliminary in­
junction. Pending. 

Summons and complaint filed JuJy 18, 1961. Final judgment by consent 
as to all defendants entered JuJy 19, 1961. Closed. 

Complaint filed Jlme 19, 1961. Preliminary injunction as to 7 defendants 
entered Sept. 18, 1961. Final judgment by'consent as to 1 defendant 
entered Apr. 23, 1962. Pendlug. 

Order of preliminary injunction as to both defendants signed July 21, 1960. 
Order denying defendants' application to vacate preliminary injunction 
entered July 21, 1960. Pending. . 

Complaint and request for the appointment of a receiver filed May I, 1962. 
Final judgment by consent as to both defendants entered May 25, 1962. 
Stipulation recommending that appointment of receiver be held in abey 
ance pending compliance of said stipulation. Pending. 

Complaint and request for the appointment of a receiver tiled Apr. 25, 1961 
Final judgment by consent entered as to ali defendants May 2, 1961 
Order entered Dec. 6, 1961, appointing a receiver. Pending. 

Final judgment by consent as to 2 defendants entered Nov. 13, 1957. 
Pending as to remaining defendant. ! 

Summons and complaint tiled ·Apr. 12, 1961. Preliminary injunction 
entered as to 3 'defendants Apr. 28, 1961, and as to remaining defendant 
May S, 1961. P!,nding. 



Cooper·:\[atthews, Inc. 

'" ~ Costello, Arthur C .. __ _ 
.... .. 
Ot 

J, 
j Craig, Harold 1. ...... . 

~ Cryan, Frank 1\1. 
Jefferson Custodian 
FWld, Inc.). 

Custer Channel Wing 
Corp. 

Dann, SolA .•.•....... 

DlRoma, AJexlk & Co. 

Diversified Automated 
Sales Corp. 

Dodge, Sherburn 1. .... 

Duffy, James L ....... . 

Dugan, A. W ........•. 

duPont, Homsey & Co. 

Dyer, J. Raymond .... 

Dynamic Metals, Inc .. 

2 

4 

5 

3 

3 

3 

Southern District I Aug. 23,1961 
of California. 

Sees. 17(a)(3), 1933 Act; 
Sees. 15(c)(I), 15 (c)(3) , 
and Rules 15cl-2 and 
1503-1, 1934 Act. 

Eastern l)lstrict July 27,1959 Sees. 17(a)(2) and 17(a)(3), 
of Missouri. 1933 Act; Sces. 15(c)(I), 

15(c)(3) and 10(b) and 
Rules 15cl-2, 15c3-1 and 
10b-5, 1934 Act. 

Northern District Sept. 8,1961 Sees. 5(a) and (c), 1933 Act.. 
of illinois. 

Southern District Mar. 14,1958 Sec. 36 and 16(a), Inv. Co. 
of New York. Act of 1940. 

Maryland......... Dec. 22,1961 

Eastern District 
of Michigan. 

Mar. 23,1961 

Massachusetts.... July 19,1960 

:\liddle District 
of Tennessee. 

Eastern District 
of Wisconsin. 

Northern District 
of Ohio. 

Southern District 
of Texas. 

Massachusetts. 

Nov, 3.1961 

Sept. 28, Hl59 

JWle 19.1961 

Sept. 14,1961 

Sept. 17,1960 

Secs. 5 (a) and (c) and 17 (a), 
1933 Act. 

Sec. 14(8) and Regulation 
14, 1934 Act. 

Sec. 17 (a) , 1933 Act; SeQ. 
15(c)(3) and Rule 15c3-1, 
1934 Act. 

Secs. 5(a), 5(c) and li(u), 
1933 Act. 

Secs. 15(c)(l), 15(c)(3) and 
10(b) lind Rules 15cl-2, 
1503-1 and 10b-5 1934 Act; 
8ecs.li(a)(2) and Ii (a)(3) , 
1933 Act. 

Secs. 5(a) and 5(c), 1933 Act 

Sees. 5(a), 5 (c) and 17 (a)(2), 
1933 Act. 

Secs. 15(c)(I), 10(b), 8(c). 
8 (d) and Rules 15cl-2, 
1Ob-5 and 8c-l, 1934 Act. 

Eastern District 
of Missouri. 

Apr. 9,1957 8ec.12(e),1935 Act •..... _ ... 

Southern Di~t1ict l\ov, 8,1961 Secs. S(a), 5(c) and 17 (a) (2), 
of Texas. 1933 Act. 

Complaint and request for the appointment of a receiver filed Aug. 23, 1961. 
Final judgment by consent entered Sept. 7, 1961, as to both defendants, 
further ordering that plaintiff's request for appointment of 11 receiver bc 
dismissed, with stipulation for reinstatement of order if warranted. 
Closed. 

Petitions to reclaim property filed Oct. 13, 1959. Order entered denying 
petitions, June 30, 1960. Appeal filed Aug. 25, 1960. Opinion rendered 
Apr. 24, 1962, per curiam reversing judgment of the district court insofar 
as It undertakes to adjudicate the Reclamation Claim and directing 
court to enter a decree sustaining the Reclamation Claim of intervenors. 
Pending. 

Complaint filed Sept. 8, 1961. Final Judgment as to the chief defendant and 
"his assorlates" entered Nov. 30, 1961; no formal disposition as to other 
defendants. Closed. 

Defdult judgment entered as to 1 defendant, Feb. 29, 1960. Court judg· 
ment entered as to another defendant June 9, 1960. Pending. 

Complaint filed Dec. 22, 1961. Final judgment by the court as to all 
defendants entered Apr. 24, 1962. Closed. 

Complaint filed Mar. 23, 1961. Order of preliminary injunction signed 
Mar. 31, 1961. Ordered entered Dec. i, 1961, dismissUlg complaint. 
Closed. 

Complaint filed July 19, 1960. Complaint amended to Include additional 
VIOlations and appointment of receiver requested, Aug. Ii, 1960. Final 
judgment by consent as to 3 defendants and dismissal as to 1 defendant 
entered Sept. 8, 1960. Order entered Sept. 19, 1960, appointing a new 
receiver. Pending. 

Complaint filcd Nov. 3, 1961. Final judgment by consent as to all defend· 
ants entered :-Jov. 3, 1961. Closed. 

Receiver appointed Oct. 2, 1959. Final judgment by consent entered 
Oct. 16, 1959. Closed. 

Complaint filed June 19, 1961. Final judgment by consent as to all defend. 
ants entered July 26, 1961. Closed. 

Complaint filed Sept. 14. 1961. Final judgmcnt by consent as to 6 defend· 
ants entered Sept. 29, 1961. Pendmg as to remaining defendants. 

Complaint and request for the appointment of a receiver filed Sept. 17, 
1960. Receiver appointed and temporary restraining order signed Sept. 
17, 1960. Final judgment as to both defendants entered Sept. 26, 1960. 
Pending as to receh·er. 

Order Mar. 8, 1960, denying defendant's motion to vacate Nov. 16, 1959 
judgment. Notice of appe~l filed May 6, 1960. Finding of violation 
affirmed. Injunction vacated. Opinion filed June 30, 1961. CA-8 
denied petition for rehearing. Mandate filed Aug. 15, 1961. Cause 
dismissed Oct. 10, 1961. Closed. 

Complaint filed Nov. 8, 1961. Final judgment by consent as to 3 defendants 
entered Nov. 16, 1961. Final Judgment by default as to 1 defendant 
entered Mar. 12, 1962. Closed. 



TABLE 17.-InJunctwe proooed£ng8 'brough' 'by the OommiB8Wn which were pending during the /lBcal year ended June SO, 1962-Con. 

Num· 
Name of principal berof U.S. District Initiating 

defendant defend· Court papers filed 
ants 

East Coast Investors 4 Southern District Apr. 4,1962 
Co. of New York. 

Electronics Security 2 Minnesota •..••••• Sept. 8, 1961 
Corp. and Simeon 
Miller. 

F. R. Ernst & Co. ,Inc. 2 Maryland •.••••••• June 22, 1962 
and Frank R. Ernst. 

Fairfax Investment 3 District of Mar. 29,1962 
Corp. Columbia. 

Western District Mar. 10, 1961 j,'ederal Shopping 19 
Way, Inc. ot Washlngton. 

Financial Equity 2 Southern District Nov. 21, 1961 
corKi of California. 

First alne Corp ______ 3 Maine ..•• ____ • __ • Dec. 14,1961 

Flo·Mix Fertllizers .. __ 3 Eastern District 
of Louisiana. 

Jan. 13,1960 

Fraser & Co, Inc._._ ... 3 Eastern District 
o!Pennsylvanla. 

Oct. 20,1961 

Gibson, Robert B ______ 4 Mon tans __ • _______ Mar. 23, 1961 

Glass Marine Indus- 1 Delaware ____ • ____ Dec. 7,1960 
tries, Inc. 

Olobe Secwitles Corp. 10 Southern DIstrict Apr. 29,1958 
of New York. 

Alleged violations 

Se~ 15(b)J. 15(c)(3) and 
17(a) an Rules 15b-2, 
15c3-1, 17s-3, 17a-5, 1934 
Act. 

Sec. 17(a), 1933 Act; Secs. 
10(b) and 15(c)(I) , and 
Rules 10b-5 and 1501-3, 
1934 Act. 

Se~. 15(c)(I), 15(c)(3) and 
17(a), Rules 1501-2, 15c3-1 
and 17a-3, 1934 Act. 

Sec. 15(e)(3) and Rule 
15c3-1, 1934 Act. 

Sees. 17(a)(2) and (3), 1933 
Act. 

Sec. 15(c)(3) and Rnle 15c3-
1,1934 Act. 

Sees. 5(a){5(c) and 17(a)(2), 
1933 Ac . 

Sec. 15(d), 1934 AcL ........ 

Sec. 15(c)(I), 15(c)(3) and 
Rules 1501-2 and 15c3'I, 
Act. 

Secs. 5(a) and 5(c) ,1933 Act. 

Sees. 17(a)~) 17~a) (3) and 
24, 1933 ct; ec. 10(b) 
and Rule 10b-5, 1934 Act. 

Bec. 17(a), 1933 Act __ • ______ 

Status of case 

Summons and complaint filed Apr. 4, 1962. Answer filed. Preliminar 
Injunction as to all defendants entered May 21, 1962. Pending. 

y 

Complaint and request for the appointment of a receiver filed Sept. 8, 1961 
Answer filed. Preliminary Injunction entered Sept. 29, 1961, as to 
defendants and appointment of a receiver continued until hearing fo 
permanent Injunction. Pending. 

Complaint and request for the appointment of a receiver filed June 22, 1962 
Temporary restraining order signed June 22, 1962. Application fo 
receiver denied. Pending. 

Complaint and request for the appointment of a receiver filed Mar. 
1962. Receiver appointed Mar. 30, 1962. Preliminary Injunction as t 

29, 
o 
g 
d 

all defendants entered Apr. 5, 1962. Order entered June 13, 1962, denyin 
motions of 2 defendants to dismiss complaint. Second order entere 
June 13, 1962, vacating first order and reinstating motions. Pending. 

Complaint filed Mar. 10, 1961. Amended complaint filed Mar. 26, 1 
seeking additional violations of 1933 Act as to 1 defendant. Motion 

962, 
of 
t, 
o 

SEC for preliminary injunction, based only on amendment to complain 
filed Apr. 18, 1962. Denied June 14, 1962. Order dismissing action as t 
1 defendant and adding 1 defendant as trustee entered Apr. 18, 1 962. 
Pending. 

Summon.. and complaint filed Nov. 21, 1961. Answer filed. Prelimlnar 
injunction entered Dec. 20, 1961, as to both defendants. Pending. 

Complaint filed Dec. 14, 1961. }'Inaljudgment as to all defendants entere 
Dec. 14, 1961. Closed. 

y 

d 

Final judgment by consent as to 1 defendant entered Mar. 31, 1960. Pend 
Ing. 

Complaint and request for the appointment of a receiver filed Oct. ~, 1961 
Final judgment as to all defendants and order appointing receiver entere 
Oct. 24, 1961. Pending. 

Complaint filed Mar. 23, 1961. Final judgment by consent entered July 31 
1961, enjoining 3 defendants and lurtber ordering dismissal as to 1 defend 
ant. Closed. 

Complaint and request lor the appointment of a receiver tiled Dec. 7, 1 
Amended complaint filed Dec. 13, 1961, seeking to enjoin the interveno 

960. 
r. 

Pending. 
Final judgments entered as to 1 delendant by consent on Apr. 4, 1960, an d 

co by default 8S to 6 defendants, Apr. 12, 1960. Stipulation of discontlnuan 
as to 1 delendant A r.l0 1961. Pendin as to remainln defendants. p g g 



Grant, Fontaine & Co. 2 Northern District Oct. 25, 1961 Sec. 15(c) (3), 17(a), and Com~lalnt filed Oct. 25, 1961. Amended and supplemental complaint 
of California. Rules 15c3-1 and 170-3, see Ing additional violations filed Dec. 21, 1961. Final judgment by 

1934 Act. consent as to 2 defendants entered Dec. 21, 1961. Petition for leave to 
tile second amended and supplemental complaint and request for the 
ar:rtintment of a receiver tiled Jan. 30 1962. Pending. 

Graye, James C •••••••• 4 Southern District Jan. 23,1958 Sec. 17(a),I933AcL. _______ Fin judgment by consent as to 1 defendant entered Apr. 3, 1958. Pending. 
of New York. 

Greenwald, Wl11\am. __ 3 ___ ._do. ____________ Mar. 11,1960 Sec. 10(b) and Rule IOb-5, Preliminary injunction by consent entered as to 1 defendant Mar. 31, 1960, 
1934 Act. and by default as to 1 defendant Apr. 8,1960. Pending. 

Guardian Investment 2 District of Jan. 26, 1962 Sees. 15(c) (3) aud 17(a) and Complaint tiled Jan. 26, 1962. Preliminary injunction by consent as to 
Corp. Columbia. Rules 15c3-1 and 17a-3, both defendants entered Jan. 29, 1962. Pending. 

1934 Act. 
Guild Films Co., Inc.. 4 Southern District Sept. 25,1959 Sec. 5, 1933 Act ______________ Notice of appeal filed from the order of preliminary injunction. Order 

of New York. entered by CA-2 affirming the judgment of the district court. Petition 

~ for certiorari denied on Oct. 10, 1960. Pending. 
Guterm8

t
Alexander 2 

_____ do _____________ 
Feb. 11,1959 Sees. 5(a) and (c) and 17(a), Mandatory injunction by consent as to 1 defendant entered Feb. 26, 1959. 

L. ~F •• Jacobs 1933 Act; Sees. 10(b) , 13 Petition for reorganization under Ch~ter X of the Bankruptcy Act, t'l 
Co. _ and 16(a) and Rules IOb-5, flied in district court for the Eastern istrlct of Michigan. Pending as 2! 

13a-l, 11 and 168-1, 1934 to remaining defendant. t-3 
Act. >< 

N. A. Hart & Co_ ••••• 3 Eastern District Jan. 8,1962 Sees. 15(c)(l), I~C)(3), and Summons, complaint and request for the apEointment of a receiver flied I 
t"J of New York. 17(a) and R es 15c1-2, Jan. 8, 1962. Preliminary injunction an order appOinting receiver ..... 

15c3-1and 17a-3, 1934 Act. entered Jan. 12{ 1962. Answer filed. Petition of receiver for an order 0 
directing sale 0 ali stocks listed In certain categories and for such other ~ and further relief the court may deem just and proper, filed May 11, 
1V62. Pending. II: Harvey, H. Duane __ ._ 3 Western District Jan. 23,1962 Sees. 17(a)(2) and 17(a)(3), Complaint filed Jan. 23, 1962. Final judgment by consent as to aU 

of Washington. 1933 Act. defendants entcrcd Feb. 2 1962. Closed. 
~ Harwyn Securities, 6 Southern District Jan. 16,1961 Sec. 17(a), 1933 Act; Sces. Summons and complaint filed Jan. 16, 1961. }'lnal judgment by consent 

Inc. of New York. 10(b) , 15(c)(3), 17(a) and entered as to 3 defendants Feb. 8, 1961. Final judgment entered as to 1 

~ Rules lOtH;, 15c3-1 and defendant Mar. 22, 1961. Final judgment by default entered as to 1 
17a-3, 1934 Act. defendant Sept. 19, 1961. Pending as to 1 defendant. 

J. Henry Helser & Co_ 2 Northern District Nov. 19,1954 Sec. 17~)(2) and (3), 1933 Final compliance order by consent, Mar. 22, 1958. Order Mar. 26, 1958, > 
of California. Act; ec. 10(b) and Rule granting application for amendment of Exhibit A to Interlocutory Order t" 

1Ob-5(2) and (3),1934 Act; dated Apr. 29,1955. Amended compliance order, May 8,1958. Closed. ~ Sec. 206(2), Inv. Adv. Act t'l of 1940. "d Henwood, Stanley E __ 22 Southern District July 21,1961 Sec. 14(a) and Regulation Complaint filed July 21, 1961. Final judgment as to 1 defendant entered 0 
of California. 14, 1934 Act. Sept. 22, 1961. Order entered Sept. 27, 1961, dismissing as to 1 defendant. ~ 

Final Judgment entered Oct. 18, 1961, as to 6 defendants and dismissing t-3 
action as to 14 defendants. = filed Oct. 20, 1961, from the order en-
tered Oct. 1~ 1961. Order a g and modifying Judgment of district 

Hercules Mines Co. of Northern District 5,1962 Sec. 5(a) and 5(c), 1933 AcL 
court entere Jan. 17, 1962. Petition of certiorari filed. Pending. 

3 June Summons and com~lamt filed June 5, 1962. Final judgment as to all de-
Nevada. ofCallfomla. fendants entered une 28. 1962. Closed. 

Higgins, O. Sterling ___ 6 New Mexlco ______ July 27,1960 Sec. 17(a)d 1933 Act; Sec. Complaint filed July 27, 1960. Preliminary injunction as to all defendants 
10(b) an Rule 10b-5, 1934 entered Aug. 15, 1960. Final judgment by consent as to 2 defendants en-
Aot. tered Nov. 22, 1960. Default judgment as to 3 defendants entered Dec. 

12, 1960. Pending as to remaining defendant. 
Hiner, Donald M. District of Co- MaI'. 30,1962 Sees. 15(c)(3) and 17(a) and Complaint filed Mar. 30, 1962. Receiver appointed Apr. 2, 1962. Prelimi-

dba Hiner & Co. lumbla. Rules 15c3-1, 17a-3 and nary Injunction by consent entered Apr. 5, 1962. Petition and ordor en- ~ 17a-5, 1934 Act. larglng receiver's powers Apr. 27, 1962. Pending. ..... ..... 



TABLE 17.-InJuncti1Je proceeding8 brought by the Oommission which were pending during the fiscal year ended June 80, 19m~-Con. 

Namo of principal 
defendant 

Donald J. Hinkley & 
Co. 

J. P. Howell & Co., 
Inc. 

Hughes Homes Ac· 
ceptance Corp. 

Insured MoTtga!!e and 
Title Corp. 

International Iron, 
Inc. 

International Petro· 
Icum Holding Corp. 

Intemationul Planning 
Inc. 

Investment Brokers of 
Xl'W Jersey, Inc. 

Jacoby & Co., Inc ..•.•• 

F. S. Johns & Co ...••. 

Josephson, Sidney B. 
(Stratford Sccurities 
Co., Inc.). 

Keowaydin Shores, 
Inc., La·Sal Proper· 
ties, Inc. I 

Keller Brothers Secu· 
rities Co., Inc. 

Num· 
her of 

defend· 
ants 

2 

2 

3 

4 

4 

2 

2 

6 

5 

2 

U.S. District 
Court 

Initintlng 
papers filed 

Colorado .......... July 20,1961 

NcwJersey ......• June 20,1960 

:\Iontana .......... July 25,1961 

Southem District Nov. 15,1960 
of Florida. 

Southem District Sept. 14,1961 
of'I'ems. 

Utah .............. Feb. 11,1960 

District of Co· 
lumbla. 

:\far. 2,1960 

New Jersey ....... :\far. 2,1960 

Southem District Jan. 11,1961 
of Califomia. 

New Jersey ....... June 20,1962 

Southern District Nov. 26,1958 
of New York. 

Ncw Hampshire .. Jan. 19,1962 

Massachusetts .... 1 :\[ny 15.1961 

I 

Alleged violations 

Sees. 5(a), 5(e) and 17(a), 
1933 Act; Sees. 15(c)(l) 
and 15 (c)(3) , 1934 Act; and 
Hules 15cl-2 and 15e3-1, 
1934 Act. 

Sees. 15 (e) (I), 15 (c)(3) and 
Hules 15cl-2 aud 15c3·1, 
1934 Act. 

Sees. 17 (a)(2) and 17 (a) (3), 
1933 Act. 

Sees.5(a) , 5(c) and 17(a), 1933 
Act; Sec. 15(a), 1934 Act. 

Secs. 5(a), 5 (c) and 17(n)(2) .. 

Sees. 5(,,) and 5(c), 1933 AcL 

Sccs. 5(a) and (c) and 17(:1), 
1933 Act. 

Secs. 15(c)(I), 1.5(c)(2) and 
17(a) and Rnles 15cl-2. 
Vic3-1 and 17,,-3. 1934 Act. 

Sec. 15 (c)(3) and H ule 
15c3-1, 1934 Act. 

Sec. 17(a), 1933 AcL ....... . 

Sees. 5 and 17(a), 1933 Act... 

Sees. 5(a) and 5(c), 1933 Act-

Sees. lO(b). 15(c)(l), 15(e) (3) 
and Rules 1Ob-5, 1501-2 
and 1.1c3-1,1934 Act. 

Statns of cas~ 

Complaint and request for the appointm~nt of a receiver filed July 20, 1961. 
Order entered appointing receh·er. Final judgment by consent as to 
both defendants entered Oct. 11, 1961. Company liquidated by receiver. 
Closed. 

Preliminory Injunction as to botb defendants ent~red Aug. 3,1960. Answer 
filed Aug. 8, 1960. Pending. 

Complaint and request for the appointment of a receiver filed July 25, 1961. 
Final judgment by consent entered as to all defendants and receiver ap· 
pointed July 28,1961. Pending. 

Compllint and request for the appointment of a receiver filed Xov. 15. 1960. 
Preliminary injunction entered Dec. 14, 1960. Heceiver appointed Mar. 
9, 1961. Pending. 

Complaint filed Sept. 14. 1961. Final jndgment by consent as to aU defend· 
ants entered Sept. 29, 1961. Closed. 

Default jndgment as to 1 defendant tmd consent judgment fiS to 1 defendant 
Oct. 6, 1900. Complaint dismissed Aug. 25, 1961, as to 1 defendant, and 
.Tune 28, 1962, as to remaining defcndant. Closed. 

Final judgment by consent as t03 defendants and dismissal as to 1 defendant 
entered Dec. 13, 1960. Final judgment by consent as to remaining defend· 
ant l'ntered Oct. 4. 1961. Olosed. 

Comillaint filed :\[ar. 2, 1960. I'r~liminary injunction hy con~ent signed 
Mar. 30, 1960. Order entered approving final report of receh'er and dis· 
charlrlng him upon filing a supplemental final report, Juno 26, 1961. 
Heceivcr's snpplemental final repOit filed, July 14, 1961. Pending. 

Complaint filed Jan. 11, 1961. Order to show cause and temporary restrain· 
ing order signed, Oct. 30, 1961. Supplemental complaint and order for the 
appointment of a receh'er filed Jan. 30. 1962. Answer of defendants to 
supplemental complaint, tiled July 12, 1962. Pending. 

Summons and complaint filed June 20,1962. Tempoffil'y restraining order 
signed June 70 1962. Pending. 

Final judgment by consent as to 1 defendant entered as to Sec. 5, 1933 Act, 
Mar. 3, 1961. Default judgment entered Aug. 29, 1961, enjoining 1 de· 
fendant as to Sees. 5 and 17(0) of 1933 Act. Pending as to remaining 
defendants. 

Complaint filed Jan. 19, 1962. Final judgment by consent as to both de· 
fendants entered Jan. 19,1962. Closed. 

Complaint and request for the appointment ofarecelver filed May 15,1961. 
Final judgment entered by the court as to 2 defendants Oct. 6, 1961, and 
permanent co·receivers appOinted. Pending. 



Kormel, Inc ___________ . 4 Nevada ___________ . June 12,1961 Secs. 17(a) (2) and 17(a) (3), Complaint filed June 12, 1961. Final judgment by consent as to all defend-
1933 Act. ants entered Sept. 27, 1961. Closed. LaForce, Inc ___________ 2 Vermont __________ July 6,1961 Secs. 5(a) and 5(c), 1933 Act_ Complaint filed July 6,1961. Final judgment by consent as to both defend-

~ J.H.LedererCo.,Inc __ 
ants entered Oct. 18, 1961. Closed. 

46 Southern Di.trlct Dec. 9,1958 Sees. 5(b) (1) and (2), 10, Final judgment by consent as to 2 defendants entered Dec. 19, 1958. Order 

"" 
of New York. 17(a) (1), (2) and (3), 1933 entered dismissing action as to I defendant Dec. 21, 1961. Order directing 

..... Act . clerk to mark case closed on Mar. 13, 1962. Motion for an order to set .... aside said order was denied Apr. 24, 1962. Notice ol appeal filed May 11, 

I Norman Lemmons, Sec. 15(c)(3) and Rule 15oa:. 
1962, from the order ol the district court entered Mar. 13, 1962. Pending. 

2 Northern District May 12, 1961 Complaint filed May 1~ 1961. Final judgment as to both defendants 

"" Inc. ol Indiana. 1, 1934 Act. entered Sept. 7 1961. losed. _. . 

I Lister, Leward M. dba Massachusetts ____ June 8, 1962 Sec. 15(c)(3), 1934 AcL _______ Complaint filed June 8,1962. Final judgment by consent entered June 18, 
Leward M. Lister & 1962. Closed. .-
Co. 

~ 
... Lloyd, Miller & Co. ___ • Sonthern District Apr. 27, 1962 Sec~. 15(b), 17(a) and RuJes Findings of fact and conclusions of law and order denYi~g preliminary '" ol New York. 15b-2 and 17a-3, 1934 Act: injunction on condition that defendants not engage in securities business J. Logan & Co _________ Southern District Aug. 20, 1958 Sec. 17 (a)(3), 1933 Act; Sees. pending outcome of administrative proceeding. Pending. - . t'.l 

of California. 10(b) and 15(c)(l), 1934 Summons and complaint filed Apr. 27, 1962. Preliminary Injunction Z 
Act. entered May 31, 1962, as to all defendants. Pending. . 8 

Lowell, Murphy & 00., a Colorado __________ Oct. 11,1961 Sec. 15(c) (1), and Rule Complaint and re(IUest for the appointment of a receiver filed Oct. 11, 1961. ><l 
Inc. 1501-2, 1934 Act. Preliminary injunction entered Oct. 18, 1961, enjoining 3 delendants. I 

t'.l Order entered Oct. 20, 1961, denying motion lor appointment ol a receiver, ..... 
and granting renewal of said motion if defendant company does not com-

~ ply with stipulation dated Oct. 18, 1961. Order to show cause and tempo-
rary restraining order sigued Feb. 2, 1962. Order permitting withdrawal 
of attorneys filed Apr. 3, 1962. Order entered Apr. 4, 1962, adjourning 111 Ilearing to May 21, 1962, on plaintiff's application lor appointment ol 

Luckhurst & Co. Inc ___ 
receiver and on all pending motions. Pending. 

~ 4 Southern District Jan. 28.1960 Sec. 15(c) (3) and RuJe Order ol dismissal as to all delendants entered Jan. 30, 1962. Closed. 
ol New York. 15c3-I, 1934 Act. 

Complaint filed Mar. 30
t 

1962. Preliminary injunction enjoining 3 delend-Macinar, Inc __________ 9 District ol Col um- Mar. 30,1962 Sees. 5 (a) and (c), 1933 Act. 

~ bia. ants Apr. 19, 1962. inal Judgments by consent as to 7 delendants 

J. 1. Magarll 00., Inc __ 
entered AEr. 24, 1962. Pending as to remalulng 2 defendants .. 

4 Southern District May 28,1962 Sees. 15(e)(1), 15(C)(2a Oomplaint led May 28,1962. }'inaljudgment by consent as to 3 defend-
or New York. 15(c)(3), and 17(a) an ants entered June 1, 1962. Stipulation dismissing action as to 1 delendant, ~ Rules 15cl-2, 15c3-I, 15C2- June 11, 1962. Closed. t'.l 

4, 17a-5 and 17a-3, 1934 I'd 
Act. 0 

Magic Mountain Corp_ 2 Vermont __________ July 18, 1961 Secs. Sial and 5(c), 1933 Act_ Oomplalnt filed July 18, 1961. Final judgment by consent as to both ~ 

Mainland Securities 
derendants entered July 18, 1961. Closed. 8 

2 Southern District Jan. 27,1961 Sec. 17(a) and Rules 17a-3 Summons and - complaint filed Jan. 27, 1961. Prellmlnary injunction 
Corp. ol New York. and 17a-4, 1934 Act. signed as to both delendants. Stipulation of dismissal as to both delend· 

Ronald Mark & 00.; 
ants filed Dec. 26, 1961. Closed. 

6 __ "_ .do. _____ ~ ______ JuJy 3,1961 Sec. 17(a), 1933 Act; Sec. Oomplaint filed July 3, 1961. Preliminary injunction as to all delendants 
Inc. 15(c) (I), 1934 Act. entered JuJy 19, 1961. Pending. 

Mashburn, Morris _____ Middle District Dec. 7,1961 Secs. 5(a) and 5(c), 1933 Act_ Oomplaint filed Dec. 7, 1961. Final judgment by consent entered Dec. 7, 
of Tennessee. 1961. Olosed. 

MatraJin 00., Inc ______ 3 Northern District Feb. 7,1962 Sees. 6(a) and 5(e), 1933 Act_ Complaint filed Feb. 7, 1962. Final Judgment by consent as to all delend-

P. Micbael & Oo_~. __ • 
of Dlinois. ants entered Mar. 8, 1962. Olosed. -

4 New Jersey _______ Aug. 11,1961 Sees. 5 and 17(8), 1933 Act. __ Summons and complaint rued Aug. 11, 1961. Finalludgment by consent 
as to all delendants entered Oct. 10, 1961. Closed. t..:> ........ 

:~ 



TABLE l7.-Injunctive proceeding8 brought by the Oommisslon which UJ(Jre pending during the jlscaZ year entIetI June Sf), 196~-Con. 

Name of principal 
defendant 

Midwest Technical 
Development Corp. 

Miller, Sidney •••••.•.. 

Mono· Kearsarge Con· 
solldated Mining Co. 

Raymond Moore & Co. 

Motors Insurance In· 
vestment Ccrp. 

Mountain States Pe· 
troleum Corp. 

National Securities, 
Inc. 

Newman, Hal C •...... 

Philip Newman Asso· 
ciates Inc. 

Odzer, Harry db .. 
Harry Odzcr Co. 

Osborne, Clark & Van 
Buren, Inc. 

Peerless·New York 
Inc. 

Do ••••............. 

Penna Rescarch and 
Developllll'llt Co. 
and Fran k A. Per­
rino. 

Num· 
ber of 

defend· 
U.S. District 

Court 
Initiating 

papers filed 
ants 

22 Minnesota. •..•... May 1,1962 

2 Southern District May 24,1960 
of New York. 

7 Utah ..•••• ________ June 2, 1958 

2 Southern District June 15,1962 
of California. 

2 Northern District Mar. 9,1962 
of Texas. 

9 Utah______________ Mut. 29,1962 

6 Arlzona.__________ Aug. 2,1961 

1 Northern District June 5,1962 
of ' rex as. 

43 New Jersey _______ Dec. 30,1958 

1 Southern District June 15,1962 
of New York. 

2 ____ .do_____________ Mar. 16,1961 

6 ____ .do ___ ._________ Feb. 13,1960 

1 _____ do.____________ Nov. 7,1957 

2 Massac'msetts. _ __ Oct. 5,1961 

Alleged violations 

Secs. 17(a), 17(d) and 17(e) 
and Rules 17d-1, and Sec. 
2O(a), Sec. 36 and Rule 
2Oa-1, Inv. Co. Act of 
1940; and Rulcs 14a-3, 
14a-6 and 14a-9 of Regula­
tion 14. 

Sec. 17(a) and Rule 17a-3, 
1934 Act. 

Sec. 5(a) and (c), 1933 Act __ _ 

Sec. 15(c) (3) and Rule 15c3-
1,1934 Act. 

Sees. 5(a)(I), 5(a) (2) and 
5(c), 1933 Act. 

Sees. 5(a) and 5(c) and 17(a), 
1933 Act. 

Secs. 17(a)(2) and 17(u)(3), 
1933 Act. 

Sccs. 5(a)(I), 5(a) (2) and 
5(c), 1933 Act. 

Sccs. 5 (a)(l) and (2) and 
17 (a) (I), (2), and (3), 
1933 Act. 

Sees. 15(c)(I), 15(c)(3) and 
17(a) and Rnlcs 15cl-2, 
15c3-1 and 17.-3, 1934 Act. 

Sec. 17(a) and Rule 17a-3, 
1934 Act. 

Sees. 5 and 17(a), 1933 Act; 
Sec. lOeb) and Rule lOb-6, 
1934 Act. 

Sec. 15(c)(3) and Rule 1503-
I, 1934 Act. 

Secs. 5(a), 5(c) and 17(a), 
1933 Act. 

Statns of case 

Summons, complaint and request for the appointment 01 a receiver tiled 
May I, 1962. Answers tiled. Pending. 

Fi8r~s!~~gment by consent as to both delendants entend Apr. 6, 1962 

FlllUI judgments by consent entered July 17, 1958, as to 1 defendant and 
Aug. 25, 1958, as to 1 defendant. FlIlal judgment by the court as to 3 de­
fendants entered Oct. 21, 1958. Order entered dismissing action as to 2 
defendants June 28,1962. Closed. 

Complaint filed .Tune 15, 1962. Final judgment by consent as to both de­
fendants entered June 15, 1962. Closed. 

Complaint flied Mar. 0, 1062. Final judgment by consent as to both defend 
ants cntered Mar. 9, 1962. Closed. 

Complaint filcd Mar. 29, 1962. Final judgments by consent entered Apr 
17, 1962, as to 4 defendants and Apr. 27, 1962, as to 4 delendants. Orde 
dismissing as to 1 defendant without prejudice entered June 28, 1962 
Closed. 

Complaint filed Aug. 2, 1961. Preliminary injunction by consent entered 
Sept. 5, 1961, as to all defendants. Pending. 

C~~~~.laIC\o~~ed~ June 5, 1962. Final judgment by consent entered June 5, 

Final judgments by consent as to 4 defendants entered Jan. 19, 1959; as to 
2 defendants Sept. I, 1959; as to 9 dcfendants Apr. 7, 1961, and as to 1 de­
fend,mt Jan. 1962. Order dismissing as to remaining 27 delendants en 
tered Jan. 31, 1962. Pending as to receiver. 

SUlll1llons, complaint and request for the appointment of a receiver filed 
June 15, 1962. Temporary restraining order Signed June 15,1962. Pend 
ing. 

Summons and complaint filed Mar. 16, 1961. Final judgment by default 
as to 1 defendant entered Nov. 30, 1961. Pending as to remaining 
defendant. 

Final judgment by consent as to 3 defendants and receiver appointed 
Feb. 26, 1960. Final Jud!(lllent by consent as to remaining defendant 
for violations of Sec. 5 of 1933 A ct, Mar. 22, 1960. Pending as to receiver 

Prellmlnary Injunction entered Fcb. 3, 1958. Pending. 

Complaint filcd Oct. 5, 1061. Final judgment by consent as to both de 
fendants entered Oct. 30, 1961. Closed. 



Peruvian Oil Conccs­
cessions Co., Inc. 

Petroleum Develop­
ment Services, Inc. 

Phoenix Securities ____ _ 

Pittsburgh Hanseatic, 
Inc. 

Pruett & Company, 
Inc. 

E.J.Quhm&Co., Inc._ 

Herbert Rapp bda 
Webster Securities 
Co. 

Reed, Hutchison & 
Co., Inc. 

Casper Rogers & Co., 
lIne: ' 

Ronwin Serurities 
Corp.' " 

San Juan Petroleum 
Corp. 

Sano, Anthony J _____ _ 

Security Adjustment 
Corp. 

Shanman, Nell James __ 

Sheppard, Oscar R. 
dba O. R. Sheppard 
and Co. 

5 

4 

10 

Southern District Apr. 2,1959 
of New York. 

Eastern District Mar. 19,1962 
of Michigan. 

New,Jersey _______ Apr. 24,1962 

Western District Aug. 11,1961 
of Pennsylvania. 

a Northern District May 15, 1961 
of Georgia. 

2 Southern District Jan. 20,1960 
of New York. 

15 ____ ~do ___ ,_________ Apr. 29,1958 

___ ~_do_ _ __________ Oct. 20,1960 

2 _____ do_ _ __________ Apr. 7,1961 

2 Eastern District 
of New York. 

Mar. 20,1962 

3 Massachusetts ____ Feb. 7,1962 

2 Southern District June 30,1959 
of New York. 

3 Eastern District Feb. 15,1960 
of New York. 

4 Southern District Nov. 15,1960 
of New York. 

District of 
Columbia. 

May 26,1962 

Sec. 15(d), 1934 Act- _______ _ 

Secs. 5 (a) and (c) and 17(a), 
1933 Act. 

Scc. 17(a), 1933 AcL _______ _ 

Sec. 15(c) (3), and Rule 15c3-
1,1934 Act. 

Secs. 17(8)(2), 17(a)(3), 1933 
Act; Secs.15(c)(I),15(c)(3), 
lO(b), 17(a) and Rules 
15cl-2, 15c3-1, lOb-5 and 
17a-3, 1934 Act. 

Secs. 15(c) (I), 15(c) (3) and 
17(a) and Rules 15cl-2, 
15c3-1 and 17a-3, 1934 Act. 

Sec. 17(a), 1933 Act _________ _ 

Sec. 17(a) and Rule 17a-3, 
1934 Act. 

Secs. 15(c)(3), 17(a) and 
Rules 15c3-1 and 178-3" 
1934 Act. . 

Secs. 15(c)(I), 15(c)(3) and 
17(a) and Rul~s 15cl-2, 
15c3-1 and 17a-3, 1934 
Act. 

Sees. 5(a), 5(c) and 17(a), 
1933 Act. 

Secs. 15(c)(l) nnd 15(c)(3) 
and Rules 15cl-2 and 15c3-
1. 1934 Act. 

Secs. 15(c)(I), 15(c)(3) and 
Rules 15cl-2 and 15c3-I, 
1934 Act. 

Secs. 15(c)(3) and lila) and 
Rules 15c3-1 and 17a-3, 
1934 Act. 

Secs. 15(e)(3) and 17(a) and 
Rules 15e3-1 and 17a-3, 
1934 Act. 

Mandatory judgment by consent as to 2 defendants entered May 4, 1959. 
Pending. 

Complaint filed 'Mar. 19, 1962. Final judgment by consent as to all de-
fendants entered Mar. 20, 1962. Closed. . 

Summons and complaint filed Apr. 24, 1962. Preliminary injunction as to 
all defendants entered May 16, 1962. Pending. 

Compliant flied, receiver appointed and final judgment by consent as to 1 
defendant entered Aug. 11, 1961. Order entered Jan. 9, 1962, discharging 
receiver. Closed. 

Complaint and request lor the appointment 01 a receiver filed May 15, 
1961. Final judgment by consent entered as to all delendants ana 
receIver appointed May 15, 1961. Pending. 

Complaint filed Jan. 20, 1960. Final judgment by consent as to both 
delendants entered Mar. I, 1962. Closed. 

Final judgment as to 1 defendant entered Jan. 27; 1960 and action dismissed 
, as to 9 defendants. On Sept. 19, 1961, the district court dismissed the 

complaint as to 4 defendants for faIlure of proo!. On Oct. 18, 1961; a 
notice of appeal Irom the judgment of the district court was filed. On 
Jan. 24, 1962, action as to 1 defendant dismissed by stipulation. Opinion 
rendered June 21, 1962, reversing and remanding lor further proceedings 
as to 1 delendantand Issuance olpermanenttnjunction as to 2 defendants. 
Pending as to 4 defendants. " 

Summons and complaint filed Oct. 20, 1960. Default judgment as to 3 
delendants entered Mar. 21. 1961. Pending as to remaining defendant. 

Summons and complaint filed Apr. '7, 1961. Opinion rendered May 15, 
1961; denying plaintiff's motion for preliminary Injunction. Pending. 

Complaint and request for the appointment of a receiYer filed Mar. 20, 1962: 
Final judgment by consent enjOining both delendants and order appoint­
ing a receiver ~utered Mar. 20, 1962. Pending. 

Complaint filed Feh. 7, 1962. Final judgment by consent as to all de­
fendants entered Mar. 23, 1962. Closed. 

Final judgment by consent entered as to both defendants and receiver 
appointed .July I, 19.19. Pending as to receiver. :.' 

Summons, complaint and request for the appointment of a receiver filed 
Feh. 1." 1960. Stipulation of dismissal as to all defendants filed Mar. 13,-
1962. Closed. 

Summons and complaint filed·Nov. 15, 1960. Amended complaint adding 
additionai violations and request for the appointment of a receiver flied. 
Stipulation consenting to ,withdrawal of motion for receiver flied .. Final 
judgment hy consent as to 2 delendantsentered Apr. 24, 1961. Pending 
as to remaining delendants. 

Complaint flied May 26, 1962. Plaintiff's motion for appOintment of 
receiver denied. }'inal judgment by consent entered May 26, 1962. 
Closed. . 



TABLE 17.-Injuncti'Ve proceedings brought by the Oommission which were pending durvng the /lBcaZ year ended June 80. 1962-Con. 

Name of principal 
" f defenaant. , 

ber of U.S. District 
defend- ' Court 

Initiating 
papers filed 

ants ' 
·· ___ -'--__ ·..c'c..' __ I ___ ·_': ' . 

Shiels Securities, Inc __ ~ 

H. S. Simmons & Co., 
Inc. 

Sissom, Joe Bert dba 
Sissom In vestment 

" Securities. 

S03~~R~llJ. ~~~~l"t,;ell 
Co. 

Standard Petroleum. 
, Corp •. 

4 i Oregon_. ___ ._. ____ Apr. 18, 1001 

2 Southern District Jan. 6,1961 
of N!lw .York. 

1 Western District Mar. 14,1962 
ofTe~as. 

I .' ~ 
.. 

1 New Jer'*:y_~~~.--- Aug. 26,1960 

3 

2 

Massachusetts ____ Apr. 4,1962 

Southern District 
of Mississippi. 

Apr. 16,1962 

Alleged violations 

Sec. 17(a), 1933 Act. ______ • __ 

Sees. 15(c)(I), 15 (c)(3) , 10(h) 
and Rule 15cl-2, 1503-1 
and IOb-5, 1934 Act. 

Sees. 17(a) (2),. and 17(a)(3), 
1933 . Act; Sees. 8(c)(2), 
8(d),10(b),15(b), 15(c)(I), 
15(c) (3) , 17(a) and Rules 
8e-l (a) (3),IOb-.';, 15b-2(b), 
15cl-2(a), 1503-1 and 17a-
3,1934 Act. 

Sees. 17(a), 15(b) and Rules 
15\>-2 and 17a~3, 1934 Act. 

Sees.'·(5(a) and 17(a), 1933 
Act. 

Status of case 

Complaint and motion for preliminary injunction filed Apr. 18, 1001. An­
swer filed May 10, 1961. Stipulation and order entered Oct. 23, 1961, 
staying proceedings pending final detenmnation of administrative pro­
ceedings. Pending. 

Summons, complaint and request for the appointment of 8 receiver rued 
Jan. 6, 1961. Preliminary injunction and appointment 01 a receiver 
entered Jan. 23 1961. Pending. 

Complaint filed Mar. 14, 1962. Final judgment by consent entered Apr. 
12, 1962. Closed. ' 

Summons and complaint /lIed Aug. 26, 1960. Final judgment by consent 
entered June 15, 1962. Closed. 

Complaint flied Apr. 4, 1962. Final judgment by consent as to 2 defendants 
entered Apr 16, 1962. Final judgment as to 1 defendant entered June 
18, 1962. Pend mg. . 

Complaint med Apr. 16. 1962. Final Judgment by consent as to both 
defendants entered Apr. 21, 1962. Closed. 

Stocks and Bonds, Inc. 
and George M. 
Mitchell. 

Strong Productions 
Inc. 

3 Northern District 
of California. 

Dec. 6,1960 

Mar. 1,1962 

Mar. 30, ~961 

Sec. 17(a) (2), 1933 Act; Secs. 
15 (a) and 15 (c)(l) and 
Rule 15el-2, 1934 Act. 

Secs.5(a) and5(c), 1933 Act .. Summons and complaint filed Dec. 6,1960. Pending. 

Sylvester·Anderson 
011 Co., Inc .. 

Tague, W. Ed'Yar~_._. 

Tannen & Co., Inc .•.. 

Scott Taylor & Co., 
Inc. 

Do ... ____ ._._ •..• _. 

TexN Petroleum Corp. 

Titan Mines, Inc ... _ .. 

Tower Hotel Corp •.•.. 

3 

20 

Northern District 
of Indiana. 

Western District 
of Pennsylva. 
nla. . 

Southern District 
of New York .. 

7 ... _.do ... _._._._ ... 

Aug. 2,1957 

Jan. 28,1959 

Sccs. 5 (a) 8nd5(c), 1933 Act.. 

Sees. 15(c)(I), 15(c)(3) and 
17(a) and Rules 15c1-2, 
1503-land 17a-3, 1934 Act. 

Secs. 5(a) (I), (2) and 5(c), 
1933 Act', 

Sec. 17 (a) , 1933 Act_ .' ......• 

3 _ .•.. do ........ _ .. ·· Aug. 18,1959 Sec: 17(a), 1933 Act; Sec. 
lO(b), 1934 Act. 

6 Southern District July 17,1961 Sec. 15(d), 1934 AcL .... : ... 
of ,Texas. 

3 

·7 

Colorado •. __ ._ .. __ June 25,1962 

Nevada .•... _ ... _. Jan. 23,1961 

Sees. 5 (a), 5 (c) and 17 (a), 
1933 Act. 

Secs. 5(a), 5(c) and 17 (a) , 
1933 Act. 

Complaint med Mar. I, 1962. Final judgment by consent as to all defend· 
ants entered Apr. 16, 1962. . , 

Final judgment by consent entered May 24, 1961. Pending as to recelver~ 
ship. . 

Final judgment by consent as to 8 defendants on various dates. Notice of 
dismissal as to 12 defendants med Nov. 30, 1961. Closed, 

Final judgments by consent entered Jan. 6, 1961, as to 2 defendants and Apr. 
5, 1962, as to 2 defendants. Pending as to remaining defendants, 

Final judgments by consent entered Oct., 18, 1961, as to 1 defendant and Nov. 
1, 1961, as to 2 defendants. Closed. 

Complaint filed July 17, 196I: Order entered dismissing action as to 1 de­
fendant and final judgment .. by consent enjoining remaining 5 defendants 
entered Aug. 2, 1961. Closed. ~ 

Complaint and reqnest for the appointment of a receiver med June 25, 1962. 
Temporary restraining order entered June 26, 1962. Pending; 

Complaint med Jan. 23, 1961. Final judgments by consent as to 6 defend­
ants med on varions dates. Final judgment by coment as to remaining 
defendant llIed Sept. 1. 1961. Closed. 



Townsend Corp. of 
America. 

Triumph Mines, Ltd •. 

Union Corp. Of Amer· 
lca. 

Jean R. Vedltz Co., 
Inc. 

Vickers, Christy & 
Co., Inc. 

Vincent Associates, 
Ltd. and Vincent 
Agostino. 

Mulford Wakeman & 
Co."lnc., , , 

western IndustrleJ; 
Inc. i, 

Western Travel, Inc ••• 
Whlffen Estate, Inc •••• 

Whitaker, C. B.' , '" 
A. J. Zappa & Co., 
Inc. 

White Caps Gold - ,-, 
Mining Co. 

Richard Wolke'& Co.~ 

W ooda & Co., Inc., 
Capital Securities, 
Co. 

World Land Corp ••••• 

Benjamin ZWang & 
Co., Inc. 

14 New Jersey.. ..... Apr. 24,1961 

3 Western District Mar. 18,1958 
of Washington. 

8 Eastern District May 22, 1961 
of Missouri. 

Southern District Oct. 18,1957 
of New York. 

3 ••.•• do............. Feb. 6,1961 

Secs. 7, 12, 18, 20, 21, 30, 34, 
36,48 and Rule 3Od-1 Inv. 
Co. Act of 1940. 

Secs. 5(a) and (c) snd 17(8), 
1933 Act. 

Sec. 15(d), 1934 Act •••••••••• 

Sec. 15 (c)(3) and Rule 
10c3-1, 1934 Act. 

Secs.15(c) (3),15(c)(1), 17(a) 
and Rules 1503-1, 15cl-2 
and 178-3, 1934 Act. 

2 ••••• do ••••••••••••• Dec. 21,1961 Sec. 17(a), 1934 AcL •••••••• 

2 

2 

7 
6 

3 

,,-,---3 

.', '. '3 

2 

11 

District of 
COlumbia. 

Utah.:~.'.: ....•••. 
Northern District 

of Texas. 
Southern, District 

of New York. 

Dec. 8,1961 

june 22,1962 
Mar:29,1962 

Sept. 28,1960 
,I' ' 

Northern 'Distrlct- June 6,1962 
of Oalifornia. 

lSouthem District' 'Jnne' 7,1962 
of New York. 

Western District Nov. 22, 1961 
of Tex.ss. 

Colorado._........ Apr. 12,1962 

Sees. 15(c)(I), 15(c)(3) and 
17(a), and Rules 15cl-2, 

, 1503-1 and 17u-3 1934 Act. 
Secs. 17(a)(2) and 17(a)(3), 
, 1933 Act. " ' 
Secs. 5(a) and 5(c), 1933 Act. 
Sees. 5 (a)(l), 5(8)(2) and 

5(c), 1933 Act. 
Sec. 15(c) (3) and ,Rule 15c3-

1,1934 Act. 

Secs. 5(a) and 5(c), 1933 Act. 

SeC,s 15(a) and 17(a),' Rule 
17a-3, 1934 Act. 

Sees. 5(a), 5(c) and 17(a)(2), 
1933 Act; Secs. 15(c)(l) 1 
15(c)(3) and 17(a) ana 
Rules 15cl-2, 10c3-1 and 
17a-3 1934 Act. 

Secs. 5(a) and 5(c) and Sec. 
17(a), 1933 Act. 

2 Southern District S®t.27,1956 Sec. 15(c) (3) and Rule 
of New York. 1503-1,1934 Act. 

Final judgments by consent as to 5 defendants entered May 31, 1061. 
Dismissal as to remaining defendants entered May 31, 1961. Order 
entered appointing interim board of directors. Pcnding. 

Final judgment by consent as to 2 defendants entered Mar. 18, 1958. Re· 
maining corporate defendant dismissed without prejudice Apr. 20, 1962. 
Closed. 

Mandatory injunction entered Jan. 26, 1962. Appeal ftIed Mar. 22, 1962. 
Pending. 

Notice of appeal ftIed Jan. 12, 1959, by Commission from the order of the 
district court denying permsnent Injunction Jsn. 6, 1959. Pending. 

Summons and complaint filed Feb. 6, 1961. Amended complaint filed Feb. 
14, 1961, seeking additional violations of Sec. 15(c)(I) and Rule 1501-2 of 
1934 Act, and for an ordor appointing a receiver. Order of preliminary 
injunction entered Mar. 27, 1961, and receiver appointed Mar. 30, 1961. 
Court enlarged receiver's powers and directed him to liquidate corporate 
defendan t. Permanen t injunction by default en tered as to all defendants, 
Dec. I, 1961. Pending as to receiver. 

Summons and complaint filed Dec. 21, 1961. Amended complaint filed. 
b~~j~dgment by default as to both defendsnts entered Mar.,7, 1962. 

Complaint snd request for the appointment of a receiver llIed Dec. 8, 1961. 
Final ludgment by consent as to both defendants, and order appointing 

. ,receiver entered Dec. 11, 1961. Pending. ' 
Summons and complain t filed Jnly 24, 1961: Answer filed. 'Pending. 

I , ) " • I' 

ComplaInt llIed June 22, 1962. Pending. _ _ ' 
Complaint filed Mar. 29,1962. Finalludgment by consent as to all defend 

ants entered Apr. 26, 1962. Closed. 
Summons and complaint filed Sept. 28, 1960. Finalludgment by consont 

as to all defendants entered Dec. 28, 1961. Closed. 

Summons and complaint filed June 5, 1962. Final judgment by conseni 
,as to all defendants entered June 28, 1962. Closed. 

Summons and complaint filed June 7,1962. Pending. > 

Complaint filed Nov. 22, 1961. Finalludgments by consent entered Feb. 
22,1962, as to 1 defendant and May 16,1962, as to the remaining defendant. 
Closed. 

Complaint filed Apr. 12, 1962. Finalludgments by consent as to 5 defend· 
ants entered Apr. 27, 1962. Answers filed. Final judgments by consent 
as to 2 defendants entered June 18, 1962. Pending as to remaining de· 
fendants. 

Note of issue filed Aug. 6,1958. Pe:nd,lng. 



TABLE lB.-Proceedings by the Oomml8sion to enforce subpoenas fJendfng during the fiscaZ year ended June 80, 1965 

Number InItiating 
Principal defendants of de- U.S. District Court 

fendants 
papers filed Sections of act Involved Status of case 

Stewart, Marshall L ___ 1 District of Sep. 21, 1961 Sec. 22(b), 1933 Act _________ Order Sept. 21, 1961, directing respondent to show cause why an order 
Columbia. should not Issue requiring compliance with subpoena. Pending. 

Sylvester-Anderson 1 Northern District June 13, 1962 
____ do _______________________ 

Order June 13, 1962, directing respondent to show cause why order should 
011 Co.., Inc. of Indiana. not Issue requiring compliance with subpoena. Order to show cause 

returnable July 5, 1962. Pending. 



TAllLE 19.-Actiona pending during /l8cal year ended June 30,1962, to enforce voluntary plans under Section 11 (e) to comply with 
Section 11(b) of the Public Utility Holding Oompany Act of 1935 

Name of case U.S. District Court initiating papers filed Status of case 

--------------1-----------1,------------·1-----------------------------------------
Arkansas Fuel Oil Corp., et aL Delaware ••••••••••••• July 19, 1\l6O ••••.•.•....... 

Arkansas Natural Oas Corp., ••••. do................. Reopened June 25, 1956 •••• 
et aI., In reo 

Long Island Lighting Co., et 
aI., In re; , 

LoUisiana Oas Service, et aI., 
In reo 

Eastern District of Reopened Oct. 14, 1960 •••• 
New York. , " 

Eastern District of 
Louisiana. 

Reopened Aug. 12, 196!l~ •• 

~ynn:Electri?,Co.,etal., Inre. Massachusetts •• ; ••••• Aug. 10, 196L •••••••••••• , 

New Orleans Public Service 
Inc., et aI., In reo 

- - ~ -
Eastern District of 

Louisiana. 

Pennsylvania Oas Co., et aI., Western District of 
In reo Pennsylvania. 

Oct. 23, 1961 •••••••.••••••• 

Feb. 28,.1962 •••••••••••••• 

Application filed by Commission for an order enforcing the carrying out of a plan pursuant 
to Sec. 11(d) and 18(1) of the 1935 Act, as pcr Commission order of July 14,1960. Order 
Scpt. 2, 1960, approving and enforcing plan with the Court taking jurisdiction and posses· 
sion of Arkansas Fuel Oil Corporation and its assets. Pending as to certain fees. 

Petition filed June 25,1956
h
bY Cities Service Company for an order requiring Elias Auerback 

to show cause wh;\' he s ould not be adjudged in contempt of order entered Jan. 29,1953, 
Petition filed by Louis E. Marron July 23, 1956, seeking intervention. Order Oct. 26, 
1956, denying petition for intervention but directing the petitioner be permitted to appear 
amicus curiae. Pending as to certain fees.'" . '." .. . ... 

Application by Long Island Lighting Co. for an order extending time for tbe exchange of its 
old stock for the new stock provided in the plan of consolidation from Oct. 24, 1960, to Oct. 
24, 1962. ' Order Oct. 19, 1960, granting application with Commission's consent attached. 
Pending." , 

Supplemental application filed by Commission for an order enforcing the carrying out of 
amendments to a plan pursuant to Sec. 11(e) and 18(1) of the 1935 Act' approved. by 
Commission order of Aug. 11, 1960, and to enjOin interference of amended plan. Order 
Sept. 14, 1960, approving and enforcing amendments to the plan. Closed. '" 

Application filed by Commission for an order enforcing the carrying out of a plan pursuant 
to Sec. 11(e) of the 1935 Act, as per Commission order of Aug. 3, 1961. Order Oct. 23, 1961, 
approving and enforcing plan. Closed.' ~-

Application filed by Commission for an order enforcing the carrying out of a plan pursuant 
to Sec. 11(e) of the 1935 Act~ approved by Commission order entered Oct. 19, 1961, and 
enjOining Interference with tne plan. Order Dec. I, 1961, approving and enforCing plan. 
Pending. 

Application filed by the Commission for an order approving and--enforcing the carrying out 
ofa plan pursuant to Sec. 11(e) of the 1935 Act, as approved by Commission order entered 
Feb. 19, 1962. Order Apr. 10, 1962, approving and enforcing plan. Closed. 

Standard Oas & Electric Co., Delaware •••• ~.:": ••• ~ . ReOpened Jan. 26, 1961.: •• ~ 'Supplemental application filed by Co=ission for 'an order enforcing the carrying out of 
et aI., In reo .. - - Step Vas amended of the Standard Plan pursuant to Sec. 11(e) of the 1935 Act, approved 

by Commission order of Jan. 19, 1961, and to enjoin interference with carrying out of the 
plan. Order Apr. 22, 1961, approving and enforcing plan and reservmg Jurisdiction to 
the conrt. Pending. 

Valley Oas Co., In re ••••••••• Rhode Island ••••••••• Aug. 12, 1960 •••••••••••••• Application filed by Commission for an order enforcing Step I of a plan pursuant to Sec. 
11(e) of the 1935 Act, as approved by Commission order of Aug. 10, 1960. Commission's 
memorandum on Its application filed. Brief and supplemental brief filed by John B. 
Kelaghan in support of his statement of objections. Order Oct. 21, 1960, enforcing pro­
visions of Step I of plan with the court reserving Jurisdiction. Notice of appeal filed Jan. 
25, 1961, by Kelaghan from the order of the District Court. Stipulation and order Jan. 5 
1961, suspending order of Oct. 21, 1960, pending appeal. Briefs for appellants and Valley 
Oas Co., et aI., filed. Commission's brief Feb. 23 1961, served. Judgment by CA-1 
Mar. 24, 1961, affirming order of the district court. Step II of plan, providing for rights of 
Valley Oas common stock to stockholders of Eastern Utilities Associates and minority, 
stockholders of Blackstone Valiey Oas and Electric Company, filed June 27,1962. Pend· 
ing. 



Principal defendants 

Birrell, Lowell M __ .•..• _ .. 

Colotex Uranium and on 
Inc. 

Kormel, Inc_ ...•...•...•... 

Winburn, Roland (All 
AmericaD Marble Co.). 

TABLE 20.-0ontempt proceedings fJending during the fiscaZ year ended June 30, 1962 

CRIMINAL CONTEMPT PROCEEDINGS 

Number U.S. District Inltiatlng 
of de- Court paeers Status of case 

fendants tied 

1 Southern District 
of New York. 

Oct. 11,1957 Pendiog. 

3 Colorado_ .. _ •...•. Jan. 17,1957 Order of Jan. 17, 1957, directing defendants to show cause why they should not he adjudged In 
criminal contemJlt for violating injunction, prohibiting violations of Sees. 5 and 17 of the 1933 Act. 
Order entered a judging all defendants guilty and sentencing ranged from fines of $200 to $350. 

3 Nevada ___ .••..... Mar. 2,1962 Order of Mar. 2, 1962, directing the defendants to show cause why they should not be adjudged In 
criminal contempt of injunction prohibiting violations of Sec. 17 of the 1933 Act. Pending. 

1 Colorado __ . __ ._ .. _ Sept. 14,1961 Order of Sept. 14,1961, to show cause why he should not be punished for criminal contemgt In violation 
ofllnalJudgment entered June 30, 1955,In S.E.C. v. Roland Winburn. Orderdlsmlsse Nov. a, 1961_ 



TABLE 21.-Petitions lor review 0/ orders 0/ OommiBsion pending in courts 0/ appeaZs during the fiscaZ year ended June 80, 1962 

PetitioneF U.S. Court of Appeals Iultlating 
papers filed 

Aurell, Walter A •••.•.....•.. 2d Circuit ............. May 21, 1962 

Berko, Irwin ...................... do................. Apr. 5, 1961 

Brown, Barton & EngeL .... 3d Circult.. ........... June 20, 1962 

D~al:~t atssociates, Ino., m~S<a~:~.I~=::::::====: }June 16, 1960 

Franklin, Samuel B., & Co .. {9th Clrcult.. .......... }Jime 15; 1959 USSO ............... .. 

Hennesey, Dorothy 
Hennesey & Co. 

! . 

dba 3d Circuit............. Sept. 13,1960 

{
USDO DO ............ } 

Holman & 00., Inc., R.A __ .. OA DO .... __ ......... June 13,1961 
USSO ............... __ 

Kahn, Arnold Leonard .... ·.__ 2d Clrcult.. ... __ ...... ·Mar. 24,1961 

Commission action appealed from and status of case 

Petition to review order Mar. 28,1962, afIlrmlng the disciplinary action taken against petitioner by N ASD, 
Inc. Pending. 

Order Feb. 6, 1961, finding petitioner to be a cause of the broker·dealer registration of Mac Robbins Co., 
Inc. Petitioner's brief and appendix filed. Opinion and judgment entered by CA-2 remanding case 
to the Commission. Commission opinion pursuant to remand promulgated July 11, 1962. Pending. 

Order June 8, 1962, suspending petitioner's broker-dealer registration pending final determination of the 
issue of revocation. Notice of motion for stay filed June 20, 1962. Pending. 

Order Apr. 19, 1960, revoking the broker·dealer registration of Blaise D' Antoni & Associates, Inc. and 
denying application. for withdrawal of registration of Blaise.D·Antoni. Briefs and reply.briefs filed. 
Opinion Apr. 20, 1961, affirming the Commission order. Opinion June 12, 1961, denying petition for 
rehearing. Order June 15, 1961, granting stay of-mandate for a period of 90 days from June 12, 1961. 
Petition for writ of certiorari filed Aug. 30, 1961, and denied Nov. 6. 1961. Closed. . . 

Order of Mar. 24, 1959, dismissing proceedings instituted by petitioner pursuant to s~c: 15A(g) of the 
1934 Act, for review of disciplinary action by the NASD, Inc.; and Commission's order of Apr. 20,1959, 
denying rehearing. Briefs and reply briefs filed. Opinion May 1, 1961, aflirming the order of the 
Commission. Petition for rehearing denied June 3, 1961. Petition for writ of certiorari filed Ang. 14, 
1961, and denied Oct. 23, 1961. Closed. 

Order Jnly 15, 1960, pursuant to Sec. 6(c) of the Investment Company Act ofl940, exempting Great Amerl. 
can Life Underwriters, Inc., of which petitioner is a stockholder from al1 provisions of the Act after 
Jan. 1, 1940. . Motion and memorandum by intervenor·respondent Great American Life Underwriters; 
Inc., to dismiss petition for review served Nov. 23, 1960 SEO's memorandum in opposition to motion 
to dismiss filed Dec. 2, 1960. Petitioner's brief and inten'enor's briefs on motions to dismiss filed. 
Opinion and order Jan. 10, 1961, denying intervenor's motion to dismiss petition for review. Various 

. briefs filed by all parties. Mandate of OA·3 aflirming order of the Commission. Petition for rehearing 
filed and denied. Closed. . 

(Considered a petition for review although filed in the District Court.). Summons and complaint filed 
demanding a judgment enjoining pending proceeding hefore the Oommission and declaring invalid Rule 

. 252(e)(2) of Regulation A, which curtails plaintiff's underwriting aetivities in exempt offerings. Motion 
to dismiss Complaint June 21, 1961. Plaintiff's brief in opposition to motion to dismiss filed June 26, 
1961. Order July 6, 1961, granting motion for dismissa!, denying plaintiff's motions for preliminary 
injunction and for stay. Notice of appeal filed by R. A. Holman & Co., Inc., from the order of the 
district court. Order Jan. 18, 1962, affirming judgment of tbe dist.rict court, dismissing action for lack of 
jurisdiction and failure to state a claim .. Writ of certiorari denied on·June 4 1962. Closed. 

Order Feb. 6, 1961, revoking the broker·dealer registration of Mac Robbins & Co., Inc., and finding Kahn 
among others a cause of such revocation. Petitioner's brief and appendix filed. Opinion of OA-2 re, 
manding decision to the Commission. Pending. 



TABLE 21.-Petitions for review of order8 of Oommis8ion pending in courts of appeals during the fi8cal year enaea June SO, 1962-Oon. 

Petitioner U.S. Courto! Appeals Initiating 
papers filed 

Commission action appealed from and status ol case 

Leighton, Wllliam ___________ ed Clrcult _____________ USSC _________________ {Aug. 26,1960 Petition to review Commission's lallure to take action against management of Paramount Pictures Corp. 
lor alleged violations olproxy rules under Sec. 14(a) of the 1931 Act. Order Nov. 3,1960, granting SEC's 
motion to dismiss petition for review, and denying petitioner's cross motion for summary judgment. 
Order Feb. 7d 1961, denying petitioner's motion to vacate order of Nov. 3, 1960. Pctition for writ of 
certiorari file and denied Apr. 17, 1961. Petition lor rehearing filed in CA-2 and denied July 17, 1961. 
Closed. Nadler, Aaron M ____________ _____ do _________________ Feb. 17,1961 Order Dec. 23, 1960, affirming Commission order ol Dec. 30, 1959, exempting Securities Corporation Gen-
eral, a registered investment company. from provisions of Sec. 17(a) of the 1940 Act, and permitting it to 
NurchBSe its own preferred stock In accord with Sec. 23(c)(3) of the Act. Order Mar. 6, 1961, granting 

ecurities Corporation General to intervene as intervenor-respondent. Order entered Nov. 14, 1961, 

Organ & Co., Inc., N. Sims __ 
affirming the order 01 the Commission. Closed. _____ do _________________ Mar. 21,1961 Order Mar. 14, 1961, revoking the broker-dealer registration 01 the petitioner and finding N. Sims Organ 
a cause ol such revocation. Judgment entered Sept. 19, 1961, affirming the order 01 the Commission. 
Petition for writ 01 certiorari filed from the order entered Sept. 19, 1961. Brief 01 the Commission In 

Powell, I. Vincent ___________ 
OPflOSltiOn filed Jan. 1962. Petition lor writ 01 ccrtiorari denied Jan. 15, 1962. Closed. _____ do _________________ May 3,1961 Petl Ion to review orders of the Commission ol Mar. 8, and Mar. 31, 1961, instituting proceedings to de-
termine whether to deny broker-dealer registration and postponing the effective date 01 registration 
until a final determination on the question of denial. Response of the SEC to petitioner s motion to 
stay SEC orders filed June I, 1961. Memorandum of petitioner in support 01 motion for stay filed June 
3, 1961. Pending. 

Stewart, Marshall L _________ CA DC _______________ Mar. 5,1962 Petition to set aside order 01 the Commission issued Feb. 12, 1962, directing petitioner to testily and pro-
duce records pertaining to hearing of Lloyd, Miller and Company. Motion for stay 01 proceedings 
filed Mar. 5, 1962, and denied Mar. 7, 1962. Order dismissing petition lor review Mar. 22,1962. Closed. 

Zigman, Leonard R __________ 5th Clrcuit ____________ Feb. 14,1962 Order Jan. 5~962, affirming the disciplinary action taken against petitioner by National Association ol 
Securities alers

d 
Inc. Order staying order 01 Jan. 5, 1962, pending appeal. Stipulation dismissing 

appeal with prelu Ice filed June 19, 1962. Closed. 



TABLE 22.-Miscelwneous actions invOlvimg the Oommission or employee8 of the Oommission during the :/l8ca~ yead ended June SO, 1962 

Plaintiff Court Initiating 
papers filed 

Hansen, .How,ard J .•••.•••... District of Columbia.. Dec. 8,1961 

R. A.Holman & Co., Inc~ ...••••. do ...••...•.•••••.• June 13,1962 

, , 
Levinson, Herman D. c •••..• U.S. Court of Cl!ilms •. JUly 30,1954 

Silver Springs Acres, Inc., Southern District of June 11,1962 
and Joseph Onello. New York. 

Sutro Brothers & Co ••••••.••••••• do •• _ ••...•....••. Nov. 2,1961 

, 
- . 

~~os ~eat & Co., Inc:, et al. {District of Columb~ .• Apr. 25,1962 
CA DC. __ ••••••••••.• Apr. 30,1962 

Vandersee; ~,old E •• ; •••••• {CAtC.~:==~=:===:::= 
, USSC ••••••••••••••••• 

WecbSfer, Nathan............ District of C<?lumbla •• 

June 23,1961 
Oct. 19,1961 
Jan. 23,1962 

June 14,1962 

Status of case 

Complaint filed Dec. 8, 1961, for judgment reStraining Commission from joining plaintiff as a party to 
pending revocation proceedings in re Atlantic Equities Company and Klein, RUDDer and Black. 
Answer llIed by SEC on Feb. 7, 1962. Defendants' motion to dismiss and for summary judgment 
llIed Feb. 7, 1962. Order Mar. 51 1962, granting motion and alIo"ing plaintiff to file amended com· 
plaint. Amended complaint llIea Mar. 5, 1962. Answer to amended complaint and motion for sum· 
mary judgment filed Mar. 16, 1962. Order entered Apr. 6, 1962, granting defendant's motion for 
judgment on pleadings. Closed. . , . 

Summons and complaint llIed June 13, 1962, seeking a permanent Injunction to enjoin the Commission 
from further administrative proceedings entitled, .. In the matter of R. A. Holman & Co., Inc., and 
In the matter of Pearson Corporation". Pending. 

Complaint filed Aug. 24, 1961, for a declaratory judgment restraining Commission from continuing to 
Include the name Kukatush Mining Company In the Canadian Restricted List Issued by the Com· 
mission. Motion to dismiss complaint llIed Sept. 12, 1961. Opinion and order granting the Commis· 
slon's motion Oct. 19, 1961. Notice of appeal flied from the district court's order. Various briefs fi)ed 
and case argued. Pending. , . '., , 

Petltlon for judgment alleging improper separation In reduction In force and seeking recovery of lost pay 
llIed July 30, 1954. Government's first amended answer filed Jan. 12, 1961. Defendant's hrler:and 
exceptions filed 'Jan. 10, 1962. To be argued before the court during the week of Oct. I, 1962. Pending. 

Order directing respondent to show cause why subpoena duces tecum directed to petitioners should not 
be vacated. Memorandum order denying motion to quash subpoena, June 14, 1962. Closed. 

Complaint filed to enjoin the Commission from continuing an investigation Into violations of the Securities 
Exchange Act, during the pendency of broker·dealer revocation proceedings based upon evidence pre· 
vlously developed In the investigation. Plaintiff's motion for preliminary injunction denied Nov. 1Ii, 
1961. Pending. ' 

Summons and complaint llIed seeking a permanent injunction from further continuing and prosecuting 
the revocation proceedings now pending before the Commission. Order entered Apr. 30,1962, denying 
plaintiff's motion for preliminary Injunction and appeal filed Apr. 30, -1962. Opinion reversing order 
of the district court, May 10, 1962. Petition for rehearing llIed May 25,1962. Petition denied June 14, 
1962. Pending. ' . ._ 

Petition for declaratory j'udgment and application for ball pending Judicial revi~w. G'overnment's 
motion to dismiss petit on granted Oct. 10, 1961. Notice of appeal llIed from the order of the district 
court, Oet. 19, 1961. Motion of appellant to petition for application to appeal in forma pauperis served 
Oet. 30, 1961, and denied Dec. I, 1961. Petition for writ of certiorari denied May 14, 1962. Closed. -

Complaint field for an order permanently enjoining defendants from holding a private hearing re plaintiff's 
fitness to practice before the Commission. Order entered denying motion for temporary restraining order 
June 14, 1962. Motion for preliminary injunction withdrawn by stipulation of the parties. Complaint 
pending. 



TABLE 23.-{}aBeB in which the {}ommiBBilm. participated as inter· vena" or as amicus curiae, pending during the jlscat year ended ~ 
~~~ ~ 

Name'ofease 
U.S. District Court, 
Court of Appeals, or Date of entry 
U.S. S~pr~me Court 

Bellanca . Corporation. v. Northern District 'of' reb. 21,1961 
·Sldney L. Albert, et aI. Ohio. 

Blau! l<;adore, et aI., 
Rooert Lehman, et al. 

v. {2d Ch-cuit.: •...••. ~ •.. han 
USSC ••••••••••••••••• 1" . 4,1961 

Brouk, J. John, et aI., v. {8th.CIrCult ••••• ~.· •. ' ••• }Feti. 8,1961 
Managed Funds, Inc., et USSC................. June 9,1961 
aI. 

Brown, Ethel, et al v. Hugh routhem District of Dec. 1960 
New York. Bullock, et al. 2d Clrcui!.. .•••••..••. May 4,1961 

Chabot, Allen v. 
. Trust Co., Inc. 
',- , 

Empire 2d Circuit ••••••••••••• May 3,1961 

Honlgman, Edith v. Green District of Minna- Feb. 0,1961 
Glant Co., et al. sota. I 

. Nature and st~tus of case 

Action under Sec. 2O(c) and iO(b) of the 1934 Act, and Rule lOb-5 thereunder, ailegihg that 'the plaintiff 
was fraudulently induced by Albert to transfer its stock or other assets in connection with transactions 
whereby Beilanca acquired assets of other companies and that Aibert hindered the filing of reports 
required by the Act. The defendant-directors ot Beilanca aided and abetted the fraud on the corpora· 
tion by authorizing, acquiescing in or ratifying Albert's actions in connection with these transactions. 
CommissIon's memorandum Mar. 6, 1961, as amicus curiae In opposition to motion to dismIss the 
complaint, served., Pending. . , . , 

An action based upon Sec. 16(b) of the 1934 Act, In which recovery was denied tor "short swing" profits 
realized by a 'partn~r!ililp from trading in securities of a corporation of which a partner was a director. 
Decision Dec: 20, 1960, affirming the judgment of the district court. Petition by app~llant for rehearing 
and motion Jan. 4,1961, by the Commission for leave to particlpate'amicus curiae denIed by CA-2 on 
Feb. 21, 1961. 'P~tition for writ of certiorari to the SupremA Court flied. Commission's brief Apr. 1961, 
'Amicus curiae, in support of petition for certiorari, filed, Supreme Court, Apr. 2-1, 1961. granted petition 
for certiorari. Brief of SEC amicus curiae In support of appellant filed Aug. 1961. Oral argument flied 
In Dec.'1961: Decision rendered affirming the order of CA-2. Closed. : 

Action under the Investment Company Act of 19~0, In connection with petition for rehearing since there Is 
a question of law as to whether a private right of action lies under thi~ Act. Order Feb. 8, 1961,.denying 
petition for rehearing of opinion Ian. 13, 1961, reversing distrIct court order and denying CommIssion 
partiripation. Petition by Managed Funds, Inc" for writ of rertiorari to the Supreme Court, flied. 
Commission's brief Juno 9, 1961, amicu~ curiae in support of petition for certiorari. Certiorari granted 

, June 19,1961. Order Apr. 16, 1962, entered dlsmis~ing the writ of certiorari as moot, vacating judgment 
of CA-8 and remandIng case to di,trict court. Closed. 

Action under Secs. 20(a), 36 and 37 of the Investment Company Act of 1940. CommissIon's memorandum 
Dec. 12, 1960, as anticus curiae served. Brief and reply briefs flied. CommIssion's supplemental memo· 
randum Mar. I, 1961, amicus curIae, served. Opinion Mar. 9, 1961, denyIng motion to dismIss. De· 
fendants' application for leave te appeal granted May 3, 1961. by CA-2. BrIefs flied in CA-2. Commis· 
slon's brief May 16, 1961, amicus curiae flled.' Decision by CA-2 affirming order of the distrIct court. 
~~.. . 

Action against directors for vIolations of the Investment Company Act of 1940. The preliminary issue 
raised in this appeal Is whether the provision of the trust agreement requiring security for expenses may 
be enforced In the face of Sec. 17(h) of the Act. District court had dlrectod that such security be posted. 
Commission's brief amicus curiae served Oct. 16, 1961. Opinion by CA-2 reversing the decision of the 
district court. Closed. 

Shareholder class action under Sec. 10(b) of the 1934 Act, and Sec. 12(2) and 17(a) of the 1933 Act, in whIch 
plaIntiff demands recovery. Commission moved to participate as amicus. Commission memorandum 
Mar. 10, 1961, amicus curiae served. Memorandum decision entered finding no basis for complaInt 
filed by plaintiff. Ordered on Oct. 20, 1961, that judgment be entered for defendants. PendIng. 



Mol«'s, W. S., et aI., v. Fred 5tb Cir~uit ••••••..•.•• Mar. 31,1961 
Michael, et Ill. 

Samlnsky, nyman, et aI., v. 
Charles C. Abbott, et al. 

Court of Cbancrry of Mar. 30,1962 
the State of Dela· 
ware,: 

1 • 
Sawyer, Uarrlet B. v. Plo· 

neer Mill Co., Ltd., et aI. 
9tb Clr~uiL .......... Mar. 28,1961 

Silver, Harold J., et aI., v. {2d Clrc,:,IL .......... } Nov. 20,1961 
New York Stock Exchange. USSC ............... . 

Silverman, Bertha v. Alfons {Southern District of } 
Landa and Fruehauf Trail· New York. Nov. 27,1961 
er Co. 2d Circuit.: .......... . 

Wellington Fund, Inc., et e aw re ............. Apr 30,1962 
Taussig, Ralph J., et aI., v. {D I a } 

al.' 3rd Circul!............ . 

United Industrial Corp., et 
aI., v. Stanley E. Henwood, 
et a!. 

W"rshowl Seymour v. H. 
Hentz ell Co. 

Sou them District ot 
California. 

Soutbem District of 
New YOI:k. 

July 17,1961 

Oct. 16,1961 

Willhelm, Else, et aI., v. 2d Clrc~lt ... :~ ........ Apr. 20,1962 
John E. Murchison, etal. 

Artion on questions relating to various Sections of tbe 1933 Art. Notice of appeal flied July 23, 1960, 
from the order of the district coriTt' entpred June 25, 19r,o, granting appellees recov~ry of the purchase 
price of undividod working interests which interests were allegedly sold in violation of the 1933 Act. 
Briefs filed. Commission's briet May 13, 1961, amicus curiae maintaining that the order of the district 
court should be aflirmed. Opinion July 20, 1961, aflirming the orders of the district court granting 
summary judgments under Sec. 12(1) ot tbe 1933 Act. Petition for rehearing flied Aug. 8, 1961, and 
denied Sept. 6, 1961. Closed. ' 

Action in which Chancellor Seitz decided that the Keystone Funds' principal und~rwriting cOntract 
wa. void under Sec. 47(b) ot the Investment Company Act of 1940" because it had "'tended over a longer 
period than is permitted under Sec. 15(b) of that Act. Motion DIed by Commission tor nmirus curiae 
partIcipation on March 30, 1962. Order Apr. 25, 1962, appointing Commission an amicus curiae. 
Pending. ' 

Action under Sec. 10 of the 1934 Act, as Implemented by Rule 10b-5. Commission's br!ef Mar. 28, 1961, 
amicus curiae served. Briefs and reply bricfs filed. Commission's reply brief May 20, 1961 flIed. 
Order June 15, 1961, directing the case be heard en banco Judgment entered on Mar. 14, 1962, affirming 
order of district court. Pending. . 

Action In which the Commission appears as amicus curiae to insure the right and duty of registered stock 
exchanges to discipline their members for violatIOns of the Securities Exchange Act of 1934. Memoran· 
dum of amicus curiae flIed by Commission on Dec. 24, 1961. Opinion of CA-2 reversing and remanding 
judgment of district court, granting plaintiff's motion for summary judgment Apr. 4, 1962. Petition for 
writ of celtiorari tiled May 31,1962, from tbe order of Apr. 4, 1962. Pending. I 

An action based upon allcged violations of Sec. 16(b) and (c) of the 1934 Act, in which recovery is'sOUgbt 
of "short swing" prOfits realized in transactions In securities of a company and individual. Memoran· 
dum of the Commission amicus curiae served Nov. 27, 1961. Opinion and orders denying plaintiff's 
motion for summary judgment and granting defendant's motion for summary judgment Dec. 27, 1961. 
Notice ofapreal flIed from this order Jan. 9, 1962. Brieffor Securities and Exchange Commission amicus 
curiae flIed Mar. 23, 1962. Aflirmcd on appeal susbequent to end of the fiscal year. Pending.. ' 

This is an action whieb the Commission appears as amicus curiae to set forth its disagreement with cer,tain 
arguments respecting the interpretation of the Investment Company Act of 1940. Appeals filed Apr. 9, 
1962, by plalntiffs·appellants from the order of the district court seeking reversal of the denial of mOney 
damages, and by respondents from the order seeking reversal ofinjlInctive order and award of attorneys' 
fees. Brief of the Commission amicus curiae filed May IS, 1962. Pending. .. 

Private action charging violations of Sec. 14(a) of the 1934 Act, and the Commission's proxy rules. Memo· 
randum of the Commission amicus curiae filed July 17, 1961. Judgment for plaintiffs' entered On 
March 9,.1962. Closed. . 

Action concerning the question whether the complaint alleges a violation of Sec. 7(e) of the 1934 Act, and 
Regulation T thereunder. Motion to dismiss filed by defendant. Notice and motion for leave to 
participate amicus curiae served Oct. 16, 1961, togetber with memorandum of law In o~posltion to 
motiOn to dismiss. Opinion and order entered denying defendant's motion to dismiss Nov. 28, 1961. 
Case settled. Closed. 

This action is One hrougbt by the plaintiffs derivatively and representlltively as stockholders of Investors 
Mutual, Inc., a registered Investment Company, to enjoin the performance of tbe investment advisory 
and underwriting distributIOn contracts heretofore entered into between tbe defen<lIlDts, Investors 
Diversified Services, Inc., and Investors Mutual, Ino. MotiOn cif Commission for leave to partlcipatl! 
amicus curiae filed Apr. 20, 1962. Brief filed May 2, 1962. Decision by CA-2 affirming tbe order Qf 
the district court. Petition for rehearing flIed June I, 1962, and denied June 7, 1962. Pending. . 
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TABLE 24.-Reorganizatwn case8 under Ohapter X of the Bankruptcy Act pend­
ing during. the jiBcal year ended June 30, 1962, in which the Oommission·par­
ticipated when district court order8 were challenged in appellate court8 

Name of case and U.S. Court of 
Appeals 

Coffeyville Loan and Inyestment 
Co .. Inc., debtor; Harlow King, 
Sebree, Shook; Hardy and 
Ottman; and Claud L. Rice, 
appellants (10th Circuit). 

Coloraoo Trust Deed Funds, Inc., 
Appellant vs.: James Thomas, 
III. Boyd Thomas and Securi­
ties and Exchange Commission, 
appellees (10th Clreuit). 

General Stores Corp., debtor; 
Lewis J. Ruskin, appellant (2d 
Circuit). 

Inland Gas Corp .. et nl., debtors; 
Green Committee, et al .. appel­
lants (6th Circuit). 

Los Angeles Trust. Deed & Mort­
gage Exchange, debtor; Securities 
and Exchange Commission, ap­
pellants (9th Circuit). 

Parker Petroleum Co .. Inc. (Occi­
dental Petroleum Corp. v. Hon­
orable Stephen S, Chandler) 
(10th Circuit). 

Selected Investments Corp .. debtor; 
B. H. i Carey, appellant (10th 
Circuit). 

" 
TMT Trailer Ferry, Inc .. dehtor; 

ProtectiYe Committee for Inde­
pendent Stockholders, Arthur H. 
Shaffer, M. James S pi tzcr, ap­
pellants (5th Circuit) USSC. 

Scranton Corp. and Hal Roach 
Studios, debtors; State of Cali­
fornia, appellant (3d Circuit). 

Nature and status of case 

Appeal from order of Sept. 20, 1961. denying certain portions of ap­
pellant's claim against debtor. Commission's response in oppOSi­
tion filed Dec. 15, 1961. ,Order Dec. 26, 1961, denying petition for 
allowance of appeal. ' Closed. 

Notice of appeal filed by Colorado Trust Deed Funds, Inc .. from an 
order entered Nov. 6, 1901, dismissin~ its petition for reorganization 
under Chapter X of the Bankruptcy Act. Briefs filed and hearing 
set for July 27, 1962. Pending., , . 

Appcal from order of Mar. 6, 1961, awarding supplemental allowances. 
Decision rendered affirming the order denying, an additional 
allowance for servires and expenses' of the collateral' trustee's 
application'for certiorari. Closed: " 

Appeal from order of Apr. 8, 1961, limiting the recovery of expenses 
by the Green Committee. Brief and appendix of appellee filed 
Nov. 2. 1961. Brief of the Commission filed Nov. 9, 1961. Oral 
argument held Mar. 26, 1962.' Decision Dending. 

Notice of appeal flIed by Commission from order of the district 
court denying motion to dismiss Chapter. XI proceedings under an 
amended petition to comply with provisions of Cha;>ter X. 
Pending. ' 

Petition for writ of mandamus and/or prohibition filed by Occidental 
Petroleum Corporation for an order disqualifying Judge Chandler 
from proceedings on grounds of personal bias and prejudice. Peti­
tion for leave to amend and supplement petition for writ of man­
damus filed Mar. 12, 1962, and ~anted !\Iar. 13, 1962. Memorandum 
of t,he Commission in oPPOSitIOn filed Apr. 9, 1962, Opinion per 
curiam ~anting petition Apr. 20, 1962. Petition for rehearing filed 
and denied June 1,1962. Closed. 

Appeal from order of the district court denying appellant's compensa­
tion for legal services and'reimbursement of expenses as attorney 
for debtor. Motion for dismissal of appeal filed by appellant due to. 
satisfactory settlement negotiations. Commission's objections 
filed Nov. I, 1961. Order Nov, 20, 1961, remanding case to district 
court. Pending. _ 

Appeal from order of Mar. 6, 1959, confirming trustee's plan of reor­
ganization and various otber orders dated Aug. 12, 1960, Aug. IS, 
1960, Sept. 30, 1900, Dec. 22, 1960;' Feb. 6,1961, and Apr. 27, 1961. 
CA-5 on Sept. 9, 1960, denied motion of trustee to dismiss appeal. 
Order Oct. 4, 1960. conSOlidating appeals. Commission's telegram 
to the Court Jan. 25, 1961, in opposition to appellants' motion to file 
petition for writ of prohibition and/or mandamus. CA-5 Jan. 26, 
1961. denied motion'for leave to file petition. Commission's brief as 
appellee May IS, 1961, stating that the order of the District Court 
entered Aug. 15,1960, vacating the order of confirmation of Mar. 6, 
1959, should be affirmed Or the order of confirmation of the District 
Court entered Mar. 6, 1959, should be royersed, filed. Briefs and 
reply briefs filed. Opinion July 7,1961, by CA-5 affirming the order 
of the distrcit court vacating a previous order confirming a plan of 
reorganization under Chapter X. Petition for rehearing filed July 
7,1961, and denied Aug. 18, 1961. Motion by appellants to stay is-

. suance of mandate and denied Sept, 19, 1961. Petition for writ of 
certiorari filed Nov. 13,1961, and denied Jan. 8, 1962. Closed. 

Appeal filed March 9. 1962, from order of Court anproving sale of 
assets of Hal Roach Studios pursuant to Sec. 116(3) of Chapter X 
proceedings. Pending. 
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TABLE 25.-'..11 '29-year'8ummary of criminal ca8e8,developed by the'Oommi8810n-:-' 
'fi8caZ,year8 1934-1962, 

- - -- -.-- - [See table 26 for classification of defendants as broker-dealers. etc.] 
, .. ,,' 

NumIicr Number Number 
Number of persons .. of such of these 
of cases as to cases-in 1 ,Number 

Number 
defend- Number 

referred whom whicb of de- Numher ants as to of these - to De- prosecu- indict- fendaats of these of these whom defend-
Fiscal year partment tion was, ments indicted defend- defend- proceed- ants as to 

of Justice recom- were in such ants con-. ants ac- ingswere whom 
in each mended obtained cases 1 victed quitted dismissed cases nrc 

year in each by U.S. on motion pending 2 ! 

year attorneys of U.S. -- -- " 

attorneys ' , 

----------------------------
1934 _________________ 

7 36 3 32 17 0 15 0 1935 _________________ 29 177 14 149 84 5 60 0 1936 _________________ 
43 379 34 368 164 .46 158 0 1937 _________________ 42 128 30 144 78 32 34 0 1938 _________________ 40 113 33 134 75 13 45 1 1939 _________________ 52 245 47 292 199 33 60 0 1940 _________________ 59 174 51 200 96 38 66 0 

194L ________________ 54, 150 47 145 94 15 36 0 1942 _________________ 
50 144 46 194 108 23 49 14 1943 _________________ 31 91 28 !O8 62 !O 33 3 1944 ____________ ~ ____ 
27 69 24 79 48 6 20 5 1945 _____________ ~_--- 19 47 18 61 36 10 14 1 1946 _________________ 
16 44 14 40 13 8 4 15 1947 _________________ 
20 50 13 34 9 5 16 4 1948 _________________ 
16 32 15 29 20 3 6 0 

1949 _________________ 27 44 25 57 19 13 25 0 1950 _________________ 
18 28 15 27 21 1 5 0 195L ________________ 
29 42 24 48 37 5 6 0 1952 _________________ 14 26 13 24 Ii 4 3 0 1953 _________________ 18 32 15 33 20 7 5 1, 1954 _________________ 
19 44 19 52 29 10 6 7 1955 _________________ 8 12 8 13 7 0 6 0 1956 _________________ 
17 43 16 44 28 5 10 1 195i _________________ 26 1:l2 19 86 30 5 7 44 1958 _________________ 15 51 13 31 12 5 11 3 

1959 _________________ 45 217 37 235 98 21 10 106 
1960 _________________ 53 281 43 ,188 84 9 28 67 1961 _________________ 42 240 41 275 61 6 8 200 1962 _________________ 

360 191 27 73 6 0 6 61 --------------------------------TotaL ________ 896 3,262 • 732 3,195 1,572 338 -' 'i52 533 

I The number of defendants m '" ·case IS sometImes mcreased by the Department of JustICe over the­
number ag-ainst whom prosecutlOn was recommended by the Commission. Also more than 1 indictment 
may result from", single reference. 

, Sec table 13, for IJrc",kdowll of pending cases. 
3 32 of these references as to 121 proposed defendants were still being processed by the Department oC 

Jnstice as of the close of the fiscal year, and also 8 of the prior years references as to 74 proposed defendants. 
• 638 of these cases have been completed as to 1 or more defendants. Convictions have been obtained 

in 548 or 86 percent DC such cases. Only 91. or 14 percent, of such Cases have resulted in acquittals or dis­
missals as to all defendants, this includes numerous cases in which indictments were dismissed without 
trial because of the death of defendants or for other administrative reasons. See note 5, infra. 

• Includes 72 defendants who'died after, indictment. 

TABLE 26.-..4. 29-year 8ummary cla88ifying all defendant8 . in criminaZ case8 
, developed by the .Oommi8sicm--1934 to June 30, 1962 

" , 
Number as 

, 
· , , 

to whom' Number as 
Number '. Number Numher cases were, to whom 
indicted ; convicted acquitted dismissed cases are 

on motion pending 
oCU.S. 

attorneys 

Registered broker-dealers I (including prin-
cipals of such firms) _____________________ 501 265 33 111 92 

Employees ofsuch registered broker-dealers_ 256 109 17 52 78 
Persons in neral securities business but 

not as red broker-dealers (includes 
principa and employees) _________ , _____ 816 395 65 263 93 All others , ________________________________ 1,622 803 223 326 270 

Total. _______________________________ 
3,195 1,572 338 752 533 

1 Inelndes persons regIstered at or pnor to tIme of mdICtment. 
• The persons referred to in this column, while not engaged in a general business in secnrities, were almost 

without exception prosecuted for violations of Isw involving securities transactions. 



228 SECURITIES AND, EXCHANGE COMMISSION 

TABLE,21.-A f9-year summary,of all injunction cases,instituted by the,Oommi8~ 
sion,19S.t, to'June SO,196f, by caZendaryear 

Calendar Year 

1934 _______ ~ ______ ~ ____________________________ _ 
1935 ___________________________________________ _ 
1936 __________________ ' _________________________ _ 
1937 ___________________________________________ _ 
1938 ___________________________________________ _ 
1939 __________ ' _________________________________ _ 
1940 ___________________________________________ _ 
194L __________________________________________ _ 
1942 ___________________________________________ _ 
1943 ______________________________ ' _____________ _ 
1944 ___________________________________________ _ 
1945 _________________________________________ , __ _ 
1946 ____________________ : ______________________ _ 
1947 ___________________________________________ _ 
1948 ___________________________________________ _ 
1949 ________ ~ __________________________________ _ 
1950 _______________________________________ ~ ___ _ 
19.1L __________________________________________ _ 
1952 ___________________________________________ _ 
1953 ___________________________________________ _ 
1954 ____________________ ~ ______________________ _ 
1955 ___________________________________________ _ 
1956 ___________________________________________ _ 
1957 ___________________________________________ _ 
1958 ________________________________________ " __ _ 
1959 _________ : _________________________________ _ 
1960 __________________ ' _________________________ _ 
196L __________________________________________ _ 
1962 (to June 30) ______________________________ _ 

Number of mses Instituted 
by the Commission and 
the 'number ot defend­

';ants involved 

Cases Defendants 

7 24 
36 242 
42 116 
96 240 
70 152 
57 154 
40 '100 
40 112 
21 73 
19 81 
18 80 
21 74 
21 45 
20 40 
19 44 
25 59 
27 73 
22 67 
27 103 
20 41 
22 59 
23 54 
53 122 
58 192 
71 408 
58 206 
99 270 
84 368 
47 204 

Number or mses In which 
injunctions were granted 
and the number of de­
fendants enJoined I 

Cases Derendants 

2 4 
17 56 
36 108 

,91, 211, 
73 153 
61 165 
42 99 
36 90 
20 54 
18 72 
14 35 
21 57 
15 34 
20 47 
15 2() 
24 55 
26, n 
17 43 
18 50 
23 68 
22 62 
19 43 
42 89 
32 93 
51 158 
71 179 
84 222 
85 212 
41 101> 

1--------1----------1---------1---------TotaL __________________________________ _ 
1,163 3,803 • 1,036 2,721 

SUMMARY 

Cases Defendants 

1,163 , 3,803 
1,010 2,721 

Actions Institu ted ________________________________________ ' _____ : ____________ _ 
InjunctIOns obtained ___________________________________________________ _ 

49 '400 
104 682 

Actions pending ________________________________________________________ _ 
Other dtspositions , _____________________________________________________ _ 

1,163 3,803 
TotaL _________________________________________________________________ 1--------1-------

I These columns show disposition of caseS by year of disposition and do not necessarily reflect the dis­
position or the cases shown as having been instituted iiI the sarno years . 

• Includes 26 cases which ,were counted twice in this column because injunctions against different defend-
ants in the same cases,were granted in dIfferent years.' '.,' .' ,,'" ", 

3 Includes 94 defendimts 1D 13 cases 1D which injunctions have beeri obtained as to 36 codefendants. 
"Includes (a) actions dIsmissed (as to 611 defendants); (b) 'actions discontinued, abated,vacated, aban­

doned, stipulated, or settled (as to 55 defendants); (c) actions in which judgment was denied (as to 12 defend­
ants); (d) actions in which prosecution was stayed on stipulation to discontinue misconduct charged (as to. 
4 defendants) .. 

o 


