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LETTER OF TRANSMITTAL
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Washington 25, D.C.
Sir: On behalf of the Securities and Exchange Commission, 1 have
the honor to transmit to you the Twenty-Eighth Annual Report of
the Commission covering the fiscal year July 1, 1961, to June 30, 1962,
in accordance with the provisions of Section 23(b) of the Securities
Exchange Act of 1984, approved June 6, 1934 ; Section 23 of the Pub-
lic Utility Holding Company Act of 1935, approved August 26, 1935;
Section 46(a) of the Investment Company Act of 1940, approved
August 22, 1940; Section 216 of the Investment Advisers Act of 1940,
approved August 22, 1940; Section 3 of the Act of June 29, 1949,
amending the Bretton Woods Agreement Act; and Section 11(b) of
the Inter-American Development Bank Act.
Respectfully,
Wirttam L. Canry,
O hairman.
Tue PRESIDENT OF THE SENATE,
Tre Sreager oF THE HOUSE OF REPRESENTATIVES,
Washington, D.C.

i






TABLE OF CONTENTS

Commissioners and staff officers______ . _____ e e
Regional and branch offices_ ... .. . ________ s
Biographies of Commissioners____.___._____.. e
Pagrr I
CURRENT PROBLEMS. BEFORE THE COMMISSION . -________
Foraword. . e e S oaeos
Special Study of securitics markets__ . ... . ___ A
The Wharton Bchool study of investment companies_.._______ o
Registration of new security offerings. _ o _______. PR
Enforeement activity . ___________ N
Delegation of functions________ . ___ .l Il u____.
Parr II
LEGISLATIVE ACTIVITIES ____ ... . .
PABT 111
REVISION OF RULES REGULATIONS AND FORMSA, e
The Securities Aet of 1933 __ ___-__ . ______ . _______-____________
Adoption of Rule 152A_ __ - __________________ .. ______
Adoption of Rule 165___ . ...
Adoptionof Rule 236 __________._____. ____ Ll ...
Amendment of Rule 4538 __ . ____ _____._ . ___. P
Adoption of Rules 462 and 263___'_____________________..._.
Adoption of Revised Form B-8__________.__. R R
Adoption of Form S-11_ _ _ ... ..

The Seecurities Exchange Act
Adoption of Rules 13a-1

Adoption of Rule 15d-21 and Form 11-K; Amendment to Form

of ¥934___ __ . ____
5 and 15d=15 and Form 7-K__________

Proposed Rule 19a2-1 ..,,_M_ﬁ_“';“-,i_' ,,,,,,,, e

Proposed Amendinents t

oForm &K __._. .. ___________:1__

Adoption of Rule 15e24_____________ .l .

Adoption of Rule 15e2-5_ . . ________.___ T

Amendment of Rule 18e3-1__ .t _____i___.__. ...
Amendment of Rules 17a-3 and 17a—4_ _ ___________._______..
Amendment of Rule 18ag-1___ . _ . _______ ...
The Trust Indenture Aet of 1939_________________. e

Amendment of Form T-

%, S e .

The Investment Company Act of 1940__ . _____ et
Amendments to Rules 31a-1 and 31a-2; adoption of Rule 3la-3.

Adoption of exemptive rules nppl:c.ible m lmensed smail busmess

investmen{ compantes

=31 R R

It

10
11
11
12
12
12
13
13

13
14
14
15
15
16
16
17
18
18
18
18



VI TABLE OF CONTENTS

REVISION OF RULES, REGULATIONS AND FORMS—Continued

Page
The Investment Advisers Act of 1940__.__________________.______ 19
Adoption of Rules 206(4)-1 and 206(4)—2_________________.__ 10
Proposed amendment to Rule 204-2_ __ ____  ___________._. . 20
Parr 1V
ADMINISTRATION OF THE SECURITIES ACT OF 1633. .. ____ 22
Description of the registration process__._________________. .. ... 22
Registration statement and prospeetus._ __ . ___________________ 22
Examination procedure___ .. ___.______ . __.___._... 23
Time required to complete registration. .. _ . __..___. 23
Volume of securities registered_________________ .. 25
Registration statements filed____________________ e 27
Stop order proceedings . _ . . ______________ _.__.__. 28
Examinations and investigations______________________________ . 33
Exemption from registration of small issues_______________________ 34
Exempt offerings under Regulation A_.____ ___________________ 35
Suspension of exemption.__.. e e - 36
Exempt offerings under Regulation B_________________________ 38
Exempt offerings under Regulation E__.___ U 39
Exempt offerings under Regulation Fo_. ... ________ 39
Parr V
ADMINISTRATION OF THE SECURITIES EXCHANGE ACT OF
184 . e e 40
Regulation of exchanges and exehange trading_ .. ____ ... ________ 40
Registration and exemption of exchanges___________ I 40
Dhiseiplinary aetion_ _ L L . _____ __ 41
Registration of securities on exchanges_ - _____________.__.. 41
Statistics relating to registration of securitiez on exchanges._ . __ 42
Murket value of securities traded on exchanges. . ... __ . _____.__ 43
Fiscal year share values and volumes____. __________________._. 44
Foreign stock on exchanges oo 45
Comparative exchange statisties__..___ ... _______ .. ___ __. 46
Comparative over-the-counter statisties . . ... ... ________ 47
Reporting under Seetion 15¢d) . ________________________ 48
Delisting of seeurities from exehanges . ________ . .______.. 49
Delisting proceedings under Seetion 19(a) ___________________. 50
Unlisted trading privileges on exchanges_________________________ 51
Applications for unlisted trading privileges_______ _._________. 92
Block distributions reported by exchanges_ ___ .. __.___._.. 23
Manpipulation and stabilization. . .. . _______._ 54
Manipulation__ ____._.__ e e A e e e mimmeem oo o4
Stabilization_. . _ .. . ______... e 55
Insiders’ security holdings and transactions_ ______________________ 56
Ownership reports . _ . ___________ o ___.___ 56
Recovery of short-swing trading profits by issuwer______________ 57
Regulation of proxies. . oo eioioeao- 57
Scope of proxy regulation. .. . ... L L. ... 57
Statistics relating to proxy stetements_._____ .. ___.________ 58

Stockholders’ proposals...__ . .. _________.__. e mme o 59



TABLE OF CONTENTS

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT OF
1934—Continued
Rejulation of proxiee—Continued

Ratio of soliciting to nonsoliciting companies_ ... v ocen-... are
Proxy contests . o v oo eaememmmmmm o femdiooooo oo
Investigations_ . __ st .. PRSI

Regulation of broker-dealers and over-the-counter. markets____._.___
Registrative. . . _____.__. T S SO AU I

Administrative proceedings. oo oo oo oe ool S|

Revooation and denial proceedings. - e eieeacaos N
Suspension proceedings. ___ .. __ . _________________.
Other sanetions_ .. _: ... R
Net capital rule________________ mmmmm - .

Financial statements________________ e ———— .

‘Broker-dealer inspections. . _______..___._ e emman _.
Supervision of activities of National Association’ of Securities Dealers,

NASD diseiplinary actions________ [

Commission review of NASD setion on membership! _____:____

Commission review of NASD diseiplinary action___._______.___._

Parr VI

ADMINISTRATION OF THE PUBLIC UTILITY HOLDING COM-
PANY ACT OF 1935, i
Composition of registered holding company SYStemS._ .o oo ._.
Section 11 matters and other significant developments in active regis-
tered holding ecompany systems_____ ___________________._._._.
Section 11 matters___________________ i m e
Other developments________________________________________
Financing of asctive registered public utility holdmg companies and
their subsidiaries__ _____________________ S mmmm e S
Competitive bidding . _ e
Protective provisions of first mortgage bonds and preferred stocks of
public utility compnnles__________________, _______ emmmmma
Othermatters____________________ " ___________ R e
Request for declaratory order_______ [ U
“Bottled Gas” coMPANIES . _ oo oo i e

Parr VII

PARTICIPATION OF THE COMMISSION IN CORPORATE RE-
ORGANIZATIONS UNDER CHAPTER X OF THE BANK-
RUPTCY ACT. . e e e
Bummary of aetivities_.__________ [ e [
Procedural and administrative matters. . . . _ ... ... __
Trustes's investigation_ ... _ i s oo . ioowan o e e
Advisory reperts on plans of reorganization_______.________________
Activities with regard to allowaness___.____l___"__l_‘_ _____._____
Intervention in Chapter X1 proceedings. .. .. _._..__. SRR

. Publication of bar dates__________ 1 __:________l_ . ____l___

Parr VII
ADMINISTRATION OF THE TRUST INDENTURE ACT OF 1939._

VI

&1
82

84
84
86

87

29
93
93
94

05
96
a7
98

100

102
104

105



VITI TABLE OF CONTENTS

Parpr IX
Page
ADMINISTRATION OF THE INVESTMENT COMPANY ACT OF
1040 e eemaaa 107
Companies registered under the Aet____ . _________________________ 107
Growth of investment eompany assets.___________________________ 108
Inspection Program . .o o e oo e 109
Study of size of investment eompanies_ - _ . ____ . _______________ 110
Current information__ ______________._ . I 112
Applications and proceedings_ e 113
Part X
ADMINISTRATION OF THE INVESTMENT ADVISERS ACT OF
1040 e - 117
Administrative proceedings_ .. .. .._. 1190
Parr X1
OTHER ACTIVITIES OF TIHE COMMISSION .. _._.. 120
Sivil Titigadion . - o o ... 120
Criminal preceedings___._._____ e e cmecei- 135
Complaints and investigations_ . . _.____._____. 140
Enforeement problems with respect to Canadian securities___. . __ .. 143
Canadian restrieted list_____ ... 144
Section of securities violations__________ . __ . ___________.____ 146
Applications for nondisclosure of certain information_______________ 147
Aectivities of the Commission in accounting and auditing_ .. ______. _ 148
International Bank for Reconstruetion and Development_. 155
Inter-American Development Bank. . __ . ___________. e 156
Statisties and special studies . ___ ________________________.______. 157
Issues registered under the Securities Aet of 1933______________ 157
New securities offerings. .o ____. e S, 157
Individuals’ saving . o o .. IR 158
Corporate pension funds.__ ... ____ . ___ . .. ____________._._ 158
Finaneial position of eorporations...__._______________________ 158
PPlant and equipment expenditures___________________.___..__ 158
Directory of registered companies.__.. .. __ . ... ... ..._.._ 159
Stock market data ... .. . 159
Opinions of the Commission_ _ .o ooae . _________. 159
Dissemination of information. . - .. ... .. ... . _____ 160
Information available for public inspeetion._____._____ ________ 161
Publications. - ... .. ... e mmm Mol 162
Organization. __ . _________ 162
Personnel and finaneial management . __ . ________________ . _. _. 164
Parr XII
APPENDIX—STATISTICAL TABLES
Table 1. A 28-yvear record of registrations fully effective under the Securi-
ties Act of 19833 L L L emmeemmaaaa- 171
Table 2. Registrations fully effeciive under the Securities Act of 1933, fizscal
vear ended June 30, 1962_________ e 172

Purt 1. Distribution by months . _ . ___________ . ... ... 172



TABLE OF CONTENTS

Table’2—Continued
Part 2. Purpose of registratxon and type of security.._ = __.___.____
Part 3. Purpose of registration and industry of registrant___________
Part 4. Use of proceeds and industry of registrant_ __ ______________
Table 3. New securities offered for cash sale in the United States_.______
Part 1. Typeof offering__ . _ ___ _______________________
Part 2. Type of seeurity___ ...
Part 3. Type of issuer... ... -
Part 4. Private placement of corporate securities_ .. _.____ . __.___.
Table 4. Proposed uses of net proceeds from the sale of new corporate
securities offered for cash in the United States . _____.____
Part 1. All corporate_ o on ... e
Part 2. Manufaeturing. . ___ . ...
Part 3. Extraetive_____.___ O
Part 4. Llectrie, gas and water__ . ___ ... ... I
Part 5. Railroad . . - ____________ . _.___ I [ -
Part 6. Other transportation.._____.______ A SN
Part 7. Communiecation. .____.._._ e e
Part 8. Financial and real estate. ... ___.__ e e e
"Part 9. Commereial and other_ _ _ .. ___
Tahle 5. A summary of corporate sceurities publiely offered and privately
placed in each year from 1934 through June 1962, .. __ 2. ____
Table 6. Brokers and dealers registered -under the Seeurities Exchange Act
of 1934—Effective registrations as of June 30, 1962, classificd
by types of organization and by location of principal office. _ .
Table 7. Number of issuers and security issues on exchanges._________.
Part 1. Unduplicated number of stock and bond issues admitted to
trading on exchanges and the number of issuers mvolved
as of June 30, 1962 _ Lo

Part 2. Number of stock and bond issues on each exchange and.

number of issuers involved, as of June 30, 1962_ _________

Table 8. Unlisted stocks on stock exehanges_ _ . . ___________
Part 1. Number of stocks on the .exchanges in the various unlisted
eategories as of Juune 30, 1962_________________________.

Part 2. Unlisted share volume on the exchanges—ealendar year 1961__
Table 9. Dollar volume and share volume of sales effected on securitics
exchanges in the calendar ye.n:‘ 1961 and the 6-month permd

ended June 30, 1962____ . _ oo .

Part 1. 12 months ended December 31, 1961 _____ _______ - ________
Part 2. 6 months ended June 30, 1962 ___ ________________________
Table 10. Comparative share sales and dollar volumes on exchanges_____
Table 11. Block distributions, 1942-1961___ ______ .. .. _.__.___
Table 12. Reorganization proceedings under Chapter X of the Bank-
ruptey Act in which the Commission participated during the

fiseal year 1962 __ e ciccaaan

Table 13. Summary of eriminal cases developed by the Commission which
were pending at June 30, 1962_ _ __ . ______ . .......

Table 14. Summary of cases instituted in the courts by the Commission
under the Securitics Act of 1933, the Securities Exchange Aect

of 1934, the Public Utility Holding Company Act of-1935,

the Investment Company Act of 1940, and- the Tnvestment

Advisers Act of 1940 __ i .

X

Page
172
173
174
175
175
176
177
178

180
180
180
181
181
182
182
183
183
184

185

186
187

187
188

188
188

189
189
189
150
191

191

193

104



X

Table 15.

TABLE (OF CONTENTS

Summary of cases instituted against the Commission, cases in
which the Commission participated as intervenor or amicus
curtae, and reorganization cases on appeal under Chapter X
in which the Commission participated_.____.__

Table 16. Indictments returned for viclation of the Acks administered by

Table 17.

Table 18,

Table 19.

Tahble 20.

Table 21.

Table 22.

Table 23.

Table 24.

Table 25

Table 26.

the Commission, the Mail Fraud statute {Section 1341,
formerly Sec. 338, Title 18, U.8.C.) and other related Fed-
eral statutes {where the Commission took part in the investi-
gation apnd development of the case) which were pending
during the 1962 fiseal year. . __ . _ . ...
Injunctive proceedings brought by the Commission which were
pending during the fiscal year ended June 30, 1962 ___ __
Proceedings by the Commission to enforce subpoenas pend-
ing during the fiscal year ended Junc 30, 1962 ______________
Actions pending during fiscal yenr ended June 30, 1962, to
enforce voluntary plans under Section 11{e) to comply with
Section 1I(b) of the Public Utility Holding Company Act

Contempt proceedings pending during the fiscal year ended
June 30, 1962_____ e
Petitions for review of orders of Commission pending in courts
of appeals during the fiscal year ended June 30, 1962_...__
Miscellaneous actions involving the Commission or employecs
of the Commission during the fiscal year ended June 30,
Cases in which the Commission participated as intervenor or ag
amicus curige, pending during the fiscal yvear ended June 30,
Reorganization cases under Chapter X of the Bankruptcy Aet
pending during the fiscal year cnded June 30, 1962, in which
the Commission participated when District Court orders
were challenged in appellate courés______________________
. A 29-year summary of criminal eases developed by the Com-
mission—fiscal years 1934— 1962 . ___ . ____.___.__
A 20-year summary classifying all defendants in criminal cases
developed by the Commigsion—1934 to June 30, 1962_.____

Table 27. A 29-year summary of all injunction cases instituted by the

Commission—1934 to June 30, 1962, by calendar year _..

Page

194

195

2056

218

219

220

221

223

224

2206

227

227

228



COMMISSIONERS AND STAFF OFFICERS
(As of January 1, 1963)

F'erm erpires
June §

Commissioners

WiILLIaM L, Cary of New York, Chairman oo

Byrox D. Woopzsipe of Virginia__ —— e ———————————

J. ALLEN FREAR, JB., of Delaware_____ .
ManveL . ComenN of Maryland__________________ ..
Jaox M. WorrNexY Il of Illinols .

Secretary : Orvar L. DuBois

Staff Officers

EpMUND H. WorTHY, Director, Division of Corporation Finance.
WALTER WERNER, Associate Dirvector.

Avvan ¥. ConwiLy, Director, Division of Corporate Regulation.
Seromon FREEDMAN, Associate Director.

PaILP A. Looumis, Jr,, Director, Division of Trading and Exchanges.

IRvING M, PoLr.AacK, Asseciate Director.

MivroN H. ComxeN, Dirvector, Special Study of Securities Markets.
Rarrr 8, Savr, Associate Director.
RicEAarp H. Pavr, Chief Counsel.

PeTER A. DAMMANN, General Counsel.
Davip FERBER, Associate General Counsel.
Warter P. Norrir, Associate General Counsel.

Axorew Barr, Chief Accountant.

LroNarp HELFERSTEIN, Director, Office of Opinion Writing.
W. Vicror Ropix, Associate Director.

WILLIAM H. BECKER, Manuagement Analyst.

Fraxg J. DoxaTty, Comptrolier.

ErxEsT L. DESSECKER, Records and Service Officer.

HarrY PoLrLack, Director of Personnel.

AnrHUR FLEISCHER, Jr., Executive Agsistant to the Chairman.

1966



REGIONAL AND BRANCH OFFICES
Regional Administrators

Region 1, New York, New Jersey.—Llewellyn P, Young: John J. Devaney,
Associate Regional Administrator, 225 Broadway, New York 7, N.Y.

- Region 2. Massachusetts, Connecticut, Rhode Island, Vermont, New Hamp-
shire, Maine.—Phillp E. Kendrick, Federal Building, Post Office Square,
Boston 9, Mass.

Region 3. Tennessee, North Carolina, South Carolina, Georgia, Alabama,
Mississippi, -Florida, and that part of Louisiana lying east of the Atcha-
falaya River—William Green, Sulte 138, 1371 Peachtree Street, NE,,
Atlanta 9, Ga. o .

Region 4. Illinois, Indiana, Towa, Kansas City (Kans.), Eentucky, Michi-
gan, Minnesota, Missouri, Ohio, Wiseonsin,—Thomas B. Hart, Bankers
Building (Room 630), 105 West Adams Street, Chicago 3, IIL

Region 5. Oklahoma, Arkansas, Texas, and that part of Lonisiang lying
west of the Atchafalaya River, and Kansas (except Kansas Clty) —Oran
H. Allred, United States Courthouse {Room 301), 10th and Lamar Streets,
Fort Worth 2, Tex.

Region 6. Wyoming, Colorado, New Mexico, Nebraska, Nerth Dakota, South
Dakota, Utah.—Donald J. Stecking, 802 Midland Savings Building, 444
17th Street, Denver 2, Colo.

BRegion 7. Californla, Nevada, Arizona, Hawail.—Arthur E. Pennekamp,
Pacific Building, 821 Market Street, San Franciseo 3, Calif.

Region 8. Washington, Oregon, Idahe, Montana, Alaska.—James E. New-
ton, Hoge Building (9th floor), 705 Second Avenue, Seattle 4, Wash.

Region 9. Pennsylvania, Maryland, Virginia, West Virginia, Delaware, Dis-
triet of Columbia.—Alexander J. Brown, Jr.,, Courts Bullding, 310 6th
Street, NNW., Washington 25, D.C.

Branch Offices

Cleveland 13, Ohio. Standard Building (Room 1628), 1370 Ontario Street.
Detroit 26, Mich, Federal Building (Reom 1074).

Houston 2, Tex. Federal Office and Court Building (Room 228}, 515 Rusk
Avenue. .

Los Angeles 28, Calif. Guaranty Building (Room 30%), 6331 Hollywood
Bonlevard.

Miami 82, Fla. Ainsley Building (Suite 1112), 14 Northeast First Avenue.

St. Louis, Mo. Federal Building (Room 42884 ), 1520 Market Street.

8t. Paul 1, Minn, Main Post Office and Custemhouse (Room 1027), 180 East
EKellogg Boulevard.

8Balt Take City, Utah. Newhouse Building (Room 1119}, 10 Exchange Place.

EI1I



COMMISSIONERS

Wlllmm L. Cary, Chairman

Chairman Ca,ry was born in Columbus, Ohio, on November 27, 1910.
Ho received an A.B. degree in 1931 and an LL. B degree in 1934 from
Yale University and an M.B.A. degree from the Harvard Graduate
School of Business Administration in 1938, He is a member of Phi
Beta Kappa and Phi Delta Phi. Following admission to the Chio
" bar-in 1934, he was associated with a Cleveland law firm for 2 years.
Upon completion of 2 years of graduate study at the Harvard Gradu-
ate School of Business in May 1938, he joined the legal staff of -the
Securities and Exchange Commission where he served for nearly 2
years in the General Counsel’s Office and the Reorganization Division.
He served as a Special Assistant to the Attorney General in the Tax
Divigion of the Department of Justice from March 1940 until January
1942, and as Counsel, Office of Coordinator of Inter-American Affairs,
in Rio de Janeiro until January 1943. After World War IT 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 Counselior for Procurement, Departinent of the Army,
during the Xorean War, and at (‘olumbm University School of Law
from 1955 to March 1961 He is coauthor of several books in bhe
corporate field, and until his appointment served as special counsel to
1 New York law firm. He took office as » member of the Securities
and Exchange Commission on March 27, 1961, for the term expiring
June 5, 1961. His appointment also covered the succeeding §-year
term ending June 5, 1966. Ie was designated Chairman of the
Commission. . : .

Byron D. Woodside

Commissioner Woodside was born in Oxford, Pa., in 1908, and is &
resident of aymarket, Va. He holds degrees of B.S. in economics
from the University of Pennsylvania, A.M. from George Washington
University, and LL.B. from Temple University. He is'a member of
the bar of the District of Columbia. In 1929 he joined the staff of
the Federal Trade Commission, and in 1933, following the enactment
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XIv COMMISSIONERS

of the Federal Securities Act, was assigned to the Securities Division
of that Commission which was charged with the administration of the
Securities Act of 1933. He transferred to the Securities and Ex-
change Commission when the Securities Exchange Act of 1984 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 16, 1960, for the term of office expiring June 5, 1962. He was
reappointed effective June 5, 1962 for the term expiring June 5, 1967.

J. Allen Frear, Jr.

Commissioner Frear was born on a farm near Rising Sun, Del., on
March 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 politieal 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. Ie 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 I1. 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 Tegion and the Veterans of Foreign
Wars. On March 15, 1961, he took the oath of office as o member
of the Commission for the term expiring June 5, 1965.



COMMISSIONERS Xy
Manuel F. Cohen

Commissioner Cohen was born in Brocklyn, 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.D.
degree, cum laude, from Brooklyn Law School of St. Lawrence Uni-
versity in 1936, and was elected to the Philonomic Council. Heis 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. Ile joined the Commission Staff as an attorney in 1942
after 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
to 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 1956 and
for a period of 1 year studied the capital markets and the processes
of capital formation and of government and other contrels in the
principal financial centers of Western Jurope. 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 Service League. From 1958 to 1962 he was lecturer in
Securities Law and Regulation 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
Oectober 11, 1961, for the term expiring June 5, 1463,

Jack M. Whitney II

Commissioner Whitney was born in Huntington Beach, Calif., on
May 16, 1922, He attended Millsaps College in Jackson, Miss., for
8 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 T.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. Tollowing
graduation he became associated with the Chicago law firin 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 corporate finance. He took office as a member of the Commis-
sion on November 9, 1961, for the term ending June 5, 1964.






PART 1
CURRENT PROBLEMS BEFORE THE COMMISSION

Foreword

Fiscal year 1962 witnessed extraordinary activity in all aspects of
the Commission’s responmblhtles The peaks. reached during fiscal
1961 in the flotation of new issues of securities, in broker-dealers 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 the Commis-
ston and by the self-regulatory agencies of the securities industry.

During the year the Commission adopted a number of significant
statements of policy and rules. At the end of the fiseal 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, fiseal 1962 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 dectine as well as the performance of im-
portant market mechanisms 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 (mmtual) investment company
operations conducted for the Commission by the Wharton School of
Finance and Commerce, University of Pennsylvania. This is the first
detailed study made of an increasingly important investment medium
gince the Commission’s studies which preceded passage of the Invest-
ment.Company Act of 1940,

BT2175—63-—-2
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In the paragraphs and chapters which follow we refer in somewhat
greater detail to these and other maiters which received the attention
of the Commission and its staff in fiscal 1962.

Special Study of Securities Markets

The Study was authorized by Public Law 87-196, enacted early in
September 1961, which directed the Commission to mmke a study and
investigation of the adequacy, for the protection of investors, of the
rules of stock exchanges and national securities associations .and. to
report to the Congress, on or before Jannary 3,1963, the results of its
study together with its recommendations. . Following organization of
the Study unit. and. preliminary; analysis of ,the topics to be investi-
gated, it became apparent that the thorough examination and reassess-
ment of - the securities markets ,which: were contemplated. by the
Congress could be completed only if the reporting date were extended.
Public.Lasw 87-561 extended the Study to Apml 3,1963. :

The Study, as the Congress intended, is ettlemelv broad in scope

The effectiveness of .industry self.—reguht]on through the stock
exchanges and the National Association of Securities Dealers, Ine. is
undergoing thorough examination. Tntensive inquiries are being con-
ducted into the rules and practices of the stock exchanges, including
those relating to the role of specmhqts floor. tmders and odd:lot
dealers,
- The structure of the over- the countel market and the wdequacy of
its regulation, such as controls.over quotations systems, are the subject
of, a detailed review.” Information'is also:being gathered regarding
the character of issuers whose securities are traded in that market.
Under existing law, a large number of these issners in whose securities
there is a substantial public interest are not .subject to any of the
reporting or other regulatory: requirements imposed on companies
whose securities are listed on an exchange. On the basis of the infor-
mation gathered, the Commission expects to determine the appro-
priateness -of existing. distinetions in the 1eduhtlon of these two
categories of issuers. Co -

The Study is also conducting an 1nvestlgat10n mto the process by
which corporations distribute their securities to the publie, and into
the over-the-counter trading in these securities after dlstrlbutlon,
including the problem of so-called “hot issues.” Other major subjects
of scrutiny include the adequacy of the existing pattern of securities
credit regulation and any gaps and inconsistencies with respect to the
types of lenders and securities'covered; the techniques and uses. of
financial publicity ; standards of entrance into the securities business;
and sales practices, including those relating to mutual funds. Sub-
stantial progress has been made in gathering information in all these
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areas, through questlonnmres, mterme“s and public hearings, and in
'ma.lyf,mg such.information... NS

It is anticipated that upon: completmn of . the Study, the. present
regular staff of the Commission, and. additional personnel from the
Study, will be assigned .the task of 1mplement1ng the ﬁndmgs and
recommendations made, .. . .

The Commission believes-that the Study has eﬂready had a beneficial
effect by.stimulating .significant developments in.the form of rule
changes, the establishment of internal control procedures and new or
imploved testing and training programs hy broker—dealers, and
vigorous dlsmplmary actions by the self-regulatory agencies of .the
industry, These steps reflect an increased awareness by the financial
community of its responsibilities and have assisted in establishing a
more salntary climate in the securities markets. The most dramatic
illustration of this new climate is the remgﬁnimtioh of the American
Stock Exchange. An investigation of that Lxchanwe which had com-
menced prior to the authornmtlon of the Study, was completed with
the participation of personnel from the Study, and a report was issued
on January 6,1962. The report concluded on the Basis of detailed
findings, that in the case of that Exchange the stdtutory scheme of
self-regulation hivd not worked in the manter envisioned by Congress.
Since thalt tirne, substantial chariges have occurred i the staff orgam-
,(LtIOIl and’ constltutlona] structure of the Exchange. 'This réorganiza-
tion ‘was ‘effected by the Bxchange itself, consistent with ' the
Commission’s belief that self- rerruhtion cou]d be revitalized on a
realistic basis. The Commission maintained close coordination with
the Exchange tlnourr]iout the pr 0Cess of 1e01gan1mtlon

The W’hnrlnn School Sludy of Investment Companics

-As reported previously, the Commission’ engaged the Wharton
School of the University of Pennsylvania to conduet a fact-finding
study of the problems created by the proivth in size of investment
companies. Shortly after the close of fiscal year 1962, the study was
completed and was transmitted to the'Commission which in turn sub-
mitted it to the Committee on Intersiate and Foreign Commerce,
House of Representatives. The study constitutes the most compre-
liensive anulysis of the mulual fund industry since the Commission’s
study’ made more than' 20 years ago, prior to the adoption of the
Investment Company Act of 1940. It analyzes the growth, or, gan:
ization and control, investment policy, and per formance of open- end
investment companies or mutual funds, their 1mpflct on securities
markets, the extent of control of por tfoho companies, and the financial
and othei 1elat1011<3h]ps of mutual funds w1th then mvestment
advisers'and principal underwriters. Vo
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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 generally,
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 rules and regulations under 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 total number of statements filed during
the year, 2,307, far exceeded that for 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 cent more than the corresponding figure for the pre-
vious year. During fiscal year 1962, 1,815 statements relating to
offerings of $19.5 b1lho11 of securities became effective, also a record
both in number and dollar amount, as graphically shown in tlie
chart on page 5.

The unprecedented number of reglstl ation 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 filed, 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-
iration process.:

In an eflort 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 statements relating to high grade debt securities and
those filed by public utility companies, by established companies which
have filed financial information with the Commission within recent
periods, and by other established companies where the registration
statement, 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 unsatisfactorily 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 tota] of 503 investigations of securities transactions involving pos-
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sible viclations 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 Oftice
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.



PART II
'LEGISLATIVE. ACTIVITIES

Emly n.the hscal .year, the Congress passed. and the President
signed Public Law.87-196, which directed the Commission to make a
study and,mvestlgntmn..of the adequacy. of. the rules. of national
securities. exchanges and national. securities ascociations.! Sub-
sequently, Public Law 87-361 extended, from January 3, 1963 to
April 3, 1963, the date by which the Comumission is required to report
to the Confness the results of. its s’rudy and mvestlg&tnon, ovether
with its recommendations. : !

- Because of the extensive study of the Seblllltles markets whlch is
stlll in, progress under these laws, the Commission: did not recom-
mend any legislative program of its own during the Second Session
of the 87th Congress. Several items of Jegislation suggested by the
-Commission.in;recent; years which have not as yet been enacted may
now be merged in broader legislutive recommendations growing out
of the Markst 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 comnpletion 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 anthorization 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 8. 2135 which became Public Law 87-592 subsequent to
the close of the fiscal year. This law is the legislative version of
Reorganization Plin 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-
gion, & memorandum of comment was submitted by the Commission
to the House Committee on Interstate and Foreign Commeree and

1 8ep the Commission’s 27th Annual Report, p #-9, For n diecussion of H, §, Res 428,

which, a8 moedified, became Pubde Law 87104,
: 7
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Chalrmsm Cary appeared before that Committee in support of the
bill.

In essence, Public Law 87-502 expressly permits the Commission
to delegate to one or more members of the Commission or to its staff
certain functions which wers previously performed by the full Con-
mission. The statute requires the Commiission to retain a discretion-
ary right to review delegated action within a time and in a manner
to be prescribed by rule, although in cértain situations a person or
party adversely affected by delegated action is entitled to review by
the Commission as a matter of right. In addition, it provides that
the vote of one Commissioner shall be sufficient to bring any dele- .
gated action before the Commission.for review, and that delegated
uction shall become the action of the Cominission 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 Commission declines review. :

A substantial amount of time was devoted durmg 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 proposals was analyzed, and numerous Congressional inquiries
relating to matters other than spemhc lems]atwe proposals were
reviewed and answered. .



PART III
REVISION OF RULES, REGULATIONS AND FORMS

The Commission maintaing a continuing 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 business
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,
and by persons outside of the Commission who are subject to the
Commission’s requirements or who have occasion to work with those
requirements such as underwriters, attorneys, accountants, and other
representatives. With a'few exceptions provided for by the Admin-
istrative Procedure Aet, proposed new rules, regulations, and forms
and proposed changes in existing rules, regulations, and forms are
published in preliminary form for the purpose of obtiining the views
and comments of interested persons, including issuers and various
industry groups.®- . o

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 coments thereon were pending at the end of the
Gsenl 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 regulntions of the Commission are published in the Cede of Federal
Regulations, the rules adopted under the varions acts adminixztered by the Commission
appearing in the followlne parts of Title 17 of that eode ;

Secnrltles Act of 1033, pt. 230, !

Securities Fxchange Act of 1034, pt. 240,

Publle Uity Hol@ding Company Aet of 1930, pt. 250,
Trust Indenture Act of 1938, pt. 2G0.

Investment Company Act of 1940, pt. 270,
Investment Advisers Act of 1940, pt. 275.
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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 Act. -The rule applies only to offers
and sales involved in the ma,tchmg and combination of fractional
interests among securlty holders and the sale of whole shares repre-
senting the remaining fractional interests not so combined. The
rule applies whether the transactions are effected on behalf of the
security holders by the issuer or an afiiliate of the issuer’ or by 4
bank or other independent agent.? '

Adoption of Rule 155 .- L ' Y

.During. the fiscal year the Commlssmn adopred 2 new Rule 155.%
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 behaif of any person, who purchased such securities
directly or indirectly from the issuer in a non-public transaction, or to
a public offering of the securities received upon conversion of the
securities so placed. Of course, where there is an initial publie
oﬂ’ering of convertible securities, immediate registration is required
in the absence of some exemption, and the rule has no apphcatlon 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
including eertain 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 same 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
trom 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
meaning of that term as defined in Section 2(11) of the Act. In
determining whether any such person is an 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 treated as underwriters,
the rule provides that any such intermediate holder of the convertible
security or of the underlying security who has not acquired it with a

* Securities Act Release No, 4470 {March 28, 1942},
1 Securities Act Release No, 4450 {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 rulé does
not apply if the acquisition', retention and disposition of such security
are such that the person is not an underwriter within the mefmlng of
the term as defined in Section 2{11) of the Act.

The rule applies only with respect to omweltlb]e securities issued
after the effective date of the rule.

Adoptien of Rule 236

The Commission adopted Rule 236 which exempts from registration
under the Securities Act, under certain conditions, shaves of stock or
similar security which are publlcly offered to provide funds to be
distributed to security holders in lieu of issuing fractional shares,
scrip certificates, order forms, or other eVldEIlCGS ‘'of such fractional
interest, in connection with a stock dividend, stock split, reverse stock
split, coliversion, merger or similar tmnsmctlon , The conditions of
the exemption are that the issuer is required to file and has filed
reports with the Commission pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934, that the aggregate gross proceeds
from the sale of the shares do not exceed $100,000 and that the 1ssuer
furnish certain information to the Commission at least 10 days pl‘lGl‘
to the offering of the shares.* |

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

Amendment of Rule 458 - :

Rule 458, which deals with the payment of fees in cornection with
the registration of securities under the Securities Act, and prescribes
the manner in which the required fees shall be paid, was amended
during -the fiscal year.® The amendment to the rule provides that
payments of fees may be rounded to the nearest dollar and that the -
Commission 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 issner and that refunds of $1 or more may be waived
by the issuer. The purpose of the amendment is to reduce the time
and clerical work involved. in collecting or refunding insignificant
amounts. 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.

+ Becurltles Act Release No. 4470 (March 28, 19i:2),
& Sepurities Aot Release No, 4381 (July 3, 1941).
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Adoption of Rules 462 and 263

The Cominission 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 registration
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 under that regulation. The new rules are
intended to apply to situations where an offering is delayed or sus-
pended by the issuer or principfal underwriters and information with
respect to such delay or suspension and the reasons therefor are not
contained in the prospectus or offering circular.s
Adopl.mn of Revised Form 5-8

During the fiscal year, the Commission published notice that it had
under consideration certain proposed amendments to Form S-8 which
is the form authorized for use in registering securities under the
Securities Act to be offered pursmant to certain stock purchases,
savings or similar plans, and for registering the interests in such plans
where such registration is requlred 7 A number of comments were
received in 1eg1rd to the proposed amendments and shortly after the
close of the fiscal year the Commission adopted o revised Form S-8.2

The rule as to the use of the form has been 51mp]1ﬁed and clarified
in certain respeects and has been mnplified 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. General
Instruction E which defined the term “transactions 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 prier to the
expiration of 40 days,” which is the present language of the statute.
Additional items ealling for information with respect to securities to
be offered pursuant to restricted stock options have been added to the
form.

Adoption of Form 5-11 )

During the fiseal year the Commission adopted a new form, desig-
rinted Form S-11; for registration under the Seeurities Act of securi-
ties of* certain 1e1] esta.te compames“ The form is to be used for

1 Becurities Act Releuse No, 4427 (November 14,,1901).
" Becurities Act Release No. 4440 (January 13, 1962}.
8 Bequrlties Act Relense No, 4533 (August 30, 10062).
® Securities Act Release No. 4422 {October 26, 1661).
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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 s primarily that of acquiring and holding real etate
or interests in real estate for invesiment. The new form is not to be
used, however, for securities of any investment company which is regis-
tered or required to register nnder the Tnvestment Company Acb of
1940,
THE SECURITIES EXCHANGE ACT OF 1934

Adoption of Rules 13a-15 and 15d-15 and Form 7-K

JDuring the fiscal-year, the Commlssmn adopted two new rules with
regard to 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 are required to
be filed on the new Form 7-K within 45 days after the end of the fiscal
quarter for which they are filed. However, investment companies
registered under the Investment Company Act of 1940, and partner-
ships all of whose properties are under long term lease to other
persons, are not requiréd to file such reports.’®
Adoption of Bule 15d-21 and Form 11-K; Amendment te Form 10-K

Shortly after the end of the fiscal year, the Commission adopted
regulations governing the filing of 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 were published for comment on June 13, 1961.2*
As a result of further consideration of these proposals and the com-
ments and syggestions received in regard thereto, certain changes have
been made in the proposed regulations. A new Form 11-K }m,s 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 with respect to any plan if the
issuer of the stock or other securities offered to employees 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 annunal report on
such form the information, finanecial statements and exhibits required
by Form 11-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 Relegrse No. 8820 (June 12, 1862).
1 Sacurities Exchange Act Release No. 8576 (June 13, 1061).
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to be followed where an issuer elects to file information and documents
pursuant to Rule 15d-21.2

Proposed Rule 19a2-1

During the 1960 fiscal year the Commission invited publie comments
on a proposed Rule 1922-1 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 Comumission 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 Aect or the rules
and regulations thereunder for the purpose of Section 19(a)(2).
The proposed rule would provide a basis for the issuance of an order
under Section 19(2)(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 3-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 8K and invited public com-
ments.”* The amendments are intended to supersede proposed amend-
ments previously published for comment® 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 hoard of directors
otherwise than by stockholder action, the acquistion or disposition of
significant amounts of assets otherwise than in the ordinary course of
husiness, 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.

™ Becurities Exchange Act Release No. 6857 (July 23, 1862),

1 Becurities Exchange Act Release No. 6207 (June 22, 1960) : see 26th Annual Report,
p. 21 ; 27th Annnal Report, p. 18,

U Securities Exchange Act Releaxe No. 6770 (April 4, 1062).

18 Securitles Exchange Act Release No. 5979 (June 8, 1958), see 26th Annunl Report,
p. 22 ; 27tk Annual Report, p. 18,
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Adoption of Hule 15¢24

" Thiere have beei instances whee, as a result of finarieial reverses or
for other reasons, underwriters and other broker-dealers participating
in distributions have failed to remit amounts'collected to the issuer, ov
to return payments made by customers to them where such ‘return
w‘l&. required unless the distribution was completed within a specified
period of time. Rule 15c2—4 was adopted to deal with this type of situ-
ation. 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 underwriting, to aceept any pulf
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 made ‘on an “all-or-none basis, or on any other
contingent basis, the money is put into u trust or agency account, or
delivered to an escrow bank, until the event or contingency has
occurred, and it is then plomptly transmitted or 1etu1ned to the
persens entitled thereto.®

Adoption. of Rule 15¢2-5 .

Shortly after the close of the fiscal yeal the Commission adopted
Rule 15c2-5 to prevent fraudulent practices by brokers or dealers
i 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 on a life insurance po]i(,y sold to the customer at or about
the same time (an activity which in various forms has come to be
known as “equity funding,” “secured fund]ng,’ or “life fundmg”) "
The Commission had ple\mus]y expressed the view that such a plan
generally invelves the offer and sale of an additional security, i.e., an
investment contract, ‘which is required to be registered under the
Securities Act of 19331 Some dealers were oﬂ'ermg this type of
proglam without adequate consideration of whether it was suitable
for pa,rtlcuhr customers, and they failed to furnish customers with
adequate information concerning the nature and extent of the obliga-
tions and risks involved and the commissions and other remuneration
which the dealer and his assocmtes would receive in connectlon w1th
the transactions. -

_ The rule makes-it anlawful for imy broker or dealer to offer, sell
or attempt to induce the purchase of any security by any person if
the broker or dealer, in connection therewith, offers to extend any
credit to or to arrange any loan for such person, or partlclpates in
" Securlties Exchange Act Relense Nu. 6737 fFLlel{l.fv 21, 1982). o

7 Becurities E::chuge Act Release No. 6851 (July 17, 1842). ' Cote
‘s Sacurities Act Release No. 4481 (May 22, 1962).
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arranging any such loan or credit, unless, before any part of the
transaction . is entered into, the broker or dealer delivers to him a
written statement setting forth certain material information concern-
ing the arrangement being offered. In addition, the broker or dealer
is required to obtain from each customer information concerning the’
latter’s financial situation and needs, to reasonably determlne that
the entire transaction, mcludmrr the Imn arrangement, is suitable for
the customer, and to (lch\ er 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 insurnnee, the written statement delivered to the prospect
before the transaction is entered into will have to disclose the disad-
vantages, if any, which the prospect. will incur because of this.
Among other things, this may require disclosure that the premium
on the new life insurance is higher than the premium on the old
insurance; that the purchaser may be incurring additional expense
becanse 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 through” this period again under
the new po]icy; S ‘ '

Amendment of Rule 15¢3-1

Rule 15¢3-1, which provides that no brolxer or dealer shall permit
his agoregate indebtedness to exceed 2,000% of his net capital,
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 precedent to the continuation of
any such exemption is that the exch‘mge conduet such inspections and
maintain such other procedures as are necessary to be reasonably sure
that imembers are complying with its capital requirements. The Salt
Lake Stock Exchange requested termination of the e\emptlon for
its members because it was burdensome for it to conduct the inspec-
tions and other procedures necessary to a continnation of the exemp-
tion. Accordingly, the Commission amended Rule 15¢3-1 to delete
the exemption previously avaﬂable to membem of that exchange.'

Amendment of . Rules 17a-3 and 17a—4
Rule 17a-3 specifies the books and records which must be malntamed
by certain members of national securltles exchanges and other broker-

W Bepirities 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 gquestionnaire 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. TUnder
the amendment of Rule 17a-4, this information is required to he
maintained until at least 3 years after such ascociated person termi-
nates his employment and any other connection with the member,
broker or dealer.

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 funds, securities or transactions 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 DE“Llel'S, Inc., and
various national securities exchanges require all personnel enawged
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. te 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-8 so far as those persons are
concerned.

Amendment of Rule 15ag-1 _

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 national securities association, on the 'Lpphmtlon of a
person aggrieved by such action or denial. Amendments to the rule
adopted during the fiscal year® are designed to facilitate and
expedite the handling of review proceedings.

The amendments make 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, and
mmxchange Act Release No. 6648 (October 6. 1001).

# Recurities Wxchange Act Relense No. 66806 (Tuly 24, 1901):

872175—83 3 T
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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 the applicant.to an answering brief is- optional.. 'The
amendments also provide that oral argument will be heard only with
special Commission permisgion. The former provision which speeci-
fied that oral argument would take place in all cases except where
waived by the parties resulted in uncertainty and undue delay where
an appllcant 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 of inden-
tures in cases where the indenture securities are not required to be
registered under the Securities Act of 1933. An amendment to this
form, adopted during the fiscal year, requires that there be filed as
an exhibit to such applications a cross reference sheet showing the
location in the indenture of the provisions which the Trust Indenture
Act requires to be included in all qualified indentures.* The purpose
of the amendment is to facilitate the exaniination of indentures to
determine whether they meet the requlremenfs of the Act.

THE INVESTMENT COMPANY ACT OF 1940 ]

Amendments to Rules 31la-1 and 31a~2; Adoption of Rule 31a-3 -

During the fiscal year, the Commission issued a notice of proposal
to amend its existing Rules 81a-1 and 81a-2 under the Investment
Company Act, and to adopt 2 new Rule 31a-3 under the Act.* 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 afliliated persons, it ap-
peared to the Commlssmn that the public.) interest and the interest of
investors required that Rules 81a-1 and 31a-2 should be amended to
prescribe with greater specificity and detail the records of securities
transactions required to be.kept, and to prescrlbe the keeping of cer-
* tain memoranda and documents not - previously required. It also
appeared that a new Rule 31a-3 should be adopted setting forth cer-
tain requirements in circumstances where the records called for in
Rules 31a-1 and 31a-2 are prep’tred or maintained by others on
behalf of the person requlred tn maintain them.

= Trust Indenture Act Release No. 170 (Mav ,’F 1982)
» Investment Company Act Belease No, 8388 {Nnvember 28, 1941),
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- Subsequent to the end of the fiscal year, the Comlmssmn adopted
the amendments and the new rule.®

'Adopuon of Exempnve Ilu]ea Applicable to Licensed Small Business Invcsr_mem
Companies

In the fisca) 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(¢) of the Investment
Company Act® Rule 1726 exempts from the prohibitions of Sec-
tions 17(a) (1) and 17(a)(3) of the Act, subject to certain condi-
tions, loans and other securities tmnsu.ctlons which would be prohib-
ited by those Sections'solely because an SBIC 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-I which exempts from that
rule’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 Ruleé 18¢-1 which exempts a
small business investment company from the requirements of Section
18(c) so as to permit it to issue more than one class of senior security
representing indebtedness so Jong as all such indebtedness is privately
held and the company does not hwe ontqt'mdmnr any pubhc]v held
1ndebtedness

THE INVESTMENT ADVISERS ACT OF. 1940
Adoption of Rules 206(4)— 1 and 206(4)—2

- Section 206(4) of the Investment Advisers Act, which was enncted
in Septerber 1960, prohibits an investment adwser from engaging in
any act, practice, or course of business which is fraudulent, deceptwe,
or manipulative, and gives the Commission the power by rules and
regulations to define and prescribe means reasonab]y designed to pre-
vent such acts, practices, and courses of business.

The Commission during the fiscal year adopted Rule 206(4)-1
effective January 1, 1962, deﬁmna certain advertisements by 1nvest-
ment, advisers to be fra.udulent deceptwe or mampulatne within the
meaning of Section 206(4) of the Act.® The ruleis 1ntended to imple-
ment the statutory mandate by foreclosing the use of advertisements
which have a tenden('y to mislead or deceive clients or prospective
clients.

2t Investment Company Act Release No. 3578 (November 28, 1962)
= Investment Company’ Act Release No. 3361 (November 17, 1961).
= Investment Advisers Act Relense 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 he 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,
19622 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, deceptive 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 such 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-
gion, 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 calendnr year
the funds and securities are verified by an independent public acecount-
ant in a surprise examination and his certificate i is sent to the Com-
mission promptly thereafter.

Since certain members of national securities exchanges and regis-
tered broker-dealers must maintain specified standards of financial
responsibility under the Commission’s Rule 15¢3-1 under the Securi-
ties Exchange Act, or applicable rules of the exchanges of which they
are members, Rule 206(4)-2 exempts from its requirements registered
broker- dealers subject to and in compliance with Rule 15¢3-1, and
members of exchanges whose members are exempt from Rule 15¢3-1,
and who are in compliance with exchange requirements with’ respect

T Investment Advisers Act Release No, 123 {Febh. 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 on
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.”® The proposed amendment, which is
designed to prevent fraudulent, deceptive and manipulative acts and
practices, was pending at the end of the fiscal year.

® Investment Advisers Act Release No. 120 (October 16, 1061).



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 ns 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
tha 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 o 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 unlawful by
Section 23 of the Act.

DESCRIPTION OF THE REGISTRATION PROCESS

Registration Statement and Prospectus

Registration of securities under the Act is effected by filing with
the Commission a registrution 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
ather 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 u security issued by a foreign government, the material
gpecified 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

22
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to buy the security. In addition, the Act provides flexibility in its
administration by empowering the Commission to classify issues,
issuers, and prospectuses, to prescribe appropriate forms, and to
1ncrease, or in certain instances vary or diminisgh, the particular items
of information required to be disclosed in the registration statement,
as the Commission deems appr oprmte in the public interest or for
the protection of investors.

- In general, the registration statement of an issuer other than a
foreign government must describe such matters as the names of per:
sons who participate in the direction, management, or control of the
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; undérwriters’ 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 rmd 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
thus 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 cases, for example 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-
mission 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 shall become effective on the 20th day after it is filed. How-



24 SECURITIES AND EXNCHANGLE COMMISSION

ever, the filing of any amendment thereto establishes o new filing
date. This waiting period affords investors an opportunity to:be-
come familiar with the proposed offering. Information disclosed in
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 publie, 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 protection 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 tlie date of the
original filing to the effective date of registration for the median
(average) registration statement with respect to the 1,646 * registra-
tion statements that became effective during the 1962 {iscal 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 registration statements filed during
fiseal year 1962 was 2,109, as compared with 1,667 and 1,469 in fiscal
years 1961 and 1960, respectively.?

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

t This figure does not include the 198 registration statements of mutual fund companies
that became effective during fiscal year 1962 that were filed pursuant to the provislons of
Soction 24 (e} of the Investment Company Act of 1940, The total elepsed time on these
194 statements was 21 calendar days for the average registration staterent.

2 These figures do not inelude 198, 183, and 159 registration qtntement-a. rcspectlvely,
filed by mutual fund companies pursuant to the provizions of Scctlon 24{e) of the Invest-
ment Company Act of 1940 during fiscul years 1962, 1961, and 1980,
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Time in registration under the Securities Aot of 1933 by months during the fiseal
P year ended June 30, 1962

NUMBER oF CALENDA‘R DAYSB

From date of | From date of | From amend-| Totsl num- | Number of
original il letter of com- | ment after | ber of days | registration
Months to date of | ment to date letter to In reglstra- | staterments
stafl's letter of tiling effective date tion effectives
of comment | amendment | of registra-
therealter tion
41 - 10 7 a8 121
47 13 7 47 140
46 10 3 70 136
o0 14 7 71 153
i)} 13 O ) BIL 157
685 11 7 k3 122
Janusry 1962 . __ N kel 14 1] 1 116
February .o 48 13 8 g 98
Aareh e . 87 14 ',‘,'."A 108 156
April. et w 13 .5 71 211
May__ s 4 15 T [ 141
June ... .. __ 40 26 9 75 b1
Fiscal 1862 for medsp elecilve
registration statement . o ooee.-_ 57 i 14 7 78 I, 646

= 8og footnote 1, supra.
VYOLUME OF SECURITIES REGISTERED

During the fiscal year 1962, 1,815 statenients in the amount of $19.5
billion became fully effective under the Securities Act of 1933, a
record both in number and dollar amount. The number of statements
inereased 20 percent over the preceding year while dollar amount in-

creased only 8 percent or $477 million, reflecting a further increase
in the volume of smaller issues. The chart on Page 5 shows the

number and dollar amounts of ful]y effective registrations from 1935
to 1962. :

These figures cover all registrations which became fully effective
mcludmg secondary distributions and securities vegistered 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
aceount of others, as shown below. '

Account for which securitics were regisiered under the Sccurities Acl of 1933
during the fiscal year 1962 compared with the fiscal years 1861 and 1960

o -'mﬁzm Percent | 1961 in = I:‘ercent. 1660 in a | Perceni
milllons | of tetal | milliens | of total | millions | of total

Registered for account of issucr for cash

Bale . o eeranecveinaimemam—an. 516, 236 83.3 | 316, 260 B85.3 | $i1,738 8.7
Registered for account of issuer for other

than eash sale ... _______.__ 1,523 78 1, 604 7.9 1,623 113
Registered for account of others than

T 1,738 8.9 1, 306 6.8 1,008 7.0

Total. e 19, 647 100. 0 19,070 100.0 14,3607 0.0

o Revised. Bee footnots 2 to appandix tabla 2.
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Securities to be offered for cash sale for account of issuer amounted
to $16.8 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 1562
volume, preferred stock $250 million and common stock $11.5 billion.
More than 80 percent of the common stock was to be offered for sule
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 becume
effective and total amounts registered for each of the fiscal years 1935
through 1962, and contains a classification, by type of security, of
igsues 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. Communication 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 issuc 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 electric and gas companies $2.3 billion,
almost the same as in the previous fiscal year.

1962 in i Percent | 196l in | Percent | 1960 in | Percent
mitlions | ef tetal | millions | ¢f tetal | millions | of futal
Issues offsred for Iminedlate sale:
Corporate:
Muarnmiacturing $1,818 1.2 $1, 070 12.2 §341 7.2
Extractive ... 92 .6 185 .6 126 1,1
Electric, gas and wate 2,327 14.3 2,385 4.7 2,307 19.7
Transportation, other than 57 .4 2 1.4 85 .8
Communication.___________ B840 52 2, 389 14.7 1,000 8.6
Financial and resl estate__ 772 4.7 , 264 7.8 1,009 5.0
Teade oo 27 1.8 238 16 163 1.4
Service . v 111 .7 82 .8 100 N
Constructien and mise_._..__._.____. 15 1 36 .2 8 1
Total ... 6,310 38.8 8,718 53,5 5, 048 48.1
Farelgn government. ... ... ... 247 1.6 155 1.9 369 1.2
Total for immedlate sale__._____.___ 6, 566 40.3 8,873 54.6 6, D18 51.3
Issues offered over an extended perfod__ . 8,721 5.7 7,387 45. 4 5, 720 48,7
Total for cash sale for account of
JET:10T) . 18, 286 100.0 18, 260 100.0 11, 738 180.0
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The amount of issues to be offered over an extended period are
classified as follows:

1962 in 1081 1n 1960 in
millions | milllons | milllons

Investment company Issges »
Open-end b ___________._.._
Closed-end
Face amount certificates

$5,471 | $4,908 $4,198
239 52
176 254 246

Total Investment eompanies. . eiie i anaaa 5,956 5,401 4,497
Employea saving plan certlfieates_ . ... .. .. ... ... 672 487 288
Securities for employes stock option plans e e e 1,814 1, 209 (81
Other, including stoek for wartants or options . ... .. ..o . .iaiioun 1,879 200 151

= See Footnote 9 of Appendix Table 2.
b Includes perladic payment plans g their underlylng securitios,

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 all other purposes including purchases of securities.

REGISTRATION STATEMENTS FILED

Daring the 1962 fiscal year, 2,307 registration statements were filed
for offerings of securities aggregating $21.6 billion, as compared with
1,830 registration statements filed during the 1961 fiscal year for
ofterings 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 cumnulative total of 21,695 registration statements 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 June 30, 1962, are'summarized i the fo]low]ng
table:

Number und‘ldispositim of registration statements filed

Prior to Tuly 1, 1861, | Total June

July 1, 1861 | to June 30, a0, 1462
1862
Registration statcments

T S 1%, 388 v 2,307 21, 085

-Disposition!
EfectIva (OtY e oo imie e e e 16, 807 o1, 533 ‘e 18,828
Under stop or refusal order_. | 7 e
Withdrawn.._..___.___..

Pendinbg at June 30, 1861
Pending at June 80, 1062

Total . e L
Aggrepats dollar amount:
Ag filed (in billions)__... 5203. 8 © 321.6 $225.4
As effective {in billions).:_. $196. 4 | | $18. 5 $215. 9

» Includes 201 registratidn siatements covering proposed offerings totalin, & $5,235,031,546 filed by invest-
ment companies under Secifon 24(e) of the Investment Company Act of 1840 which permits registration by
amendinent to o proviously eiféctive reglstration statoment.

& Excludes 11 registrailon statements that becama effective during the year but were subsequemly with-
drawn; these 11 statetuents are colinted in the 264 statements withdrawn during the year.

¢ Excludes 1 registration statement thai became effective prior to July 1, 1961, which was placed under

j) ordder during the 1962 fiseal wear, and also excludes 11 regmrntmn statermnonts  ellective prior

uly 1, 1961, that were withdrawn during the 1962 fiscal vear; these statements are counted under stop

orders and wlt]ulrawn rpspectlve]y

. l. ' j gl H
The reasons, tvnren by registrants for requesting withdrawal of the
264 registration sts’ttements that were withdrawn during the 1962
fiseal year are =shown in the following table:

, Nuroher of | Perceat

TR N
Reason for registrant's withdrawal request staterents |  of total
Coe et o ' withdrawn | withdrawn
+ [N i
1. Withdrawnl uquested after recelpr. of the stafl's letter of comment___.___.____ 61 n
2. Repgistrant was advised that atutement should be withdrawn orstop order pro- .
ceadings woutld benecessary. ! 24 L]
4. Change in flnancing plans. ... - 95 36
4. Change in market condltions. . _ b6 21
5. Flnancing obtained elsowherc. e 15 b
g Regnhuon A eould beused sx e iemmam——a—e ' 3 1
V. 10 4
2064 100

STOP ORDER PROCEEDINGS

Section 8(d) provides that, if it appears to the Commission at any
time that a registration statement containg 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
u 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 fiseal year____________________ 6
Proceedings initiated during flseal year__. . e T
' . . — 13
I'roceedings terminated during fiscal year by issuance of stop orders___ 7
I'roceedings terminated otherwise___. . oo ___ 1
— 8
I'roceedings pending at the end of the 1962 fiscul year o ____ 9

Several of the proceedings which were ter mlmted during the fiqcal
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-
mon 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 registration statement are
deseribed below.®

The Commission held than an accountant’s relationship as attorney
for the registrant during the same period covered by his accounting
firm’s certification disqualified himn and the nccounting firm of which
he was a partner from certifying registrant’s financial statements as
independent accountants. The Commission stated that “though
owing a public responsibility, an attorney, in acting as the client’s
advisor, defender, advocate, and confidant enters into a personal rela-
tionship in which his prineipal concern is with the interest and rights
of his client. The requiirement of the Act of certification by an inde-
pendent accountant, on the other hand, is intended to secure for the
benefit of public investors the detached ebjectivity of a disinterested
person.  The certifying accountant must be one who is in no way

& Hecurities Act Relense No, 4465 (Murch 19, 18462),
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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 eriticisms 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 publie, 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 fo the limited floating supply of shares,
the apparent lack of cohesiveness in the selling group, and the ahsence
of a 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 had not provided the contractual safegnards for the
profection of buyers and sellers usually provided in a conventional
distribution. Accordingly, the Commission required undertakings
similar to those required in Hazel Bishop, Inc*

Standard Savings and Loan Association, a wholly-owned subsidiary
of the registrant, was described in the registration statement as an
operating savings and loan asscciation. 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 unpald balances of the automobile loans. The Commission
held 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 8(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.—IFaradyne Electronics Corp., 1 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-

# Securities Aet Relense No 4371 (June 7, 1981) ; See 27th Anaual Report, p. 81,
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ment filed under the Securities: Act of 1933..- The. four promoters
together received 300,000 Class: A: comrhon shares for a cash invest
ment of- $20,000. . A second' registration -statemént filed in January
1961, as amended, covered a $2 million offering of convertible
debentures. . . i
:-The prospectus included. in the.1959 registration statement. was
found by the Commission to be materially false:and misleading in
several respects. One was .in conveying the.falseimpression: that
TFaradyne- tntended to proceed proniptly with.plans to develep and
produce eapacitors 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
purpose., Faradyne in fact used a substantial portion of the proceeds
to acquire the assets or stock. of six other companies-within a period
of several months after the effective.date of the registration statement,
including the assets and business of .Mansol Ceramics Company, of
which two of Faradyne’s promoters were the principal 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 plus .an additionmal maximum -‘contingent payment of
$2,500,000, payable in annual ‘installments comprised of 50% of
Mansol Corporation’s annnal .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:such payments are not com-
pleted by that date “any balance contingently due will be forgiven.”
These statements 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 January 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 acguired might receive more than would have been pay-
able on the basis of annual payments:of-50% of Manso! Corporation’s
net profits. Second, the agreement also-provided that in the event
Mansol Corporation should: incur.losses for any fiscal year ended
January 31, 1966, or: thereafter, the period ending in- 1980 would be
exterided. 1 year for each such-loss year: - .
- 'Moreover, the: prospectus set- forth: a.'summary of consolidated
earnings of Faradyne and its subsidiaries. for the fiscal year ended
January 31, 1961, which showed net income, aftér 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 fipure on a pre
forma basis should have been only $108,000 or 21 cents per share for
the same period.

The assets acquired, consisting of machinery, inventories, and ert-
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 1009% of this amount to fixed assets and no
part thereof to good will. Further, Faradyne proposed to increase -
the carrying value of plant assets as the amounts of the contingent
payments weére acerued, 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 way
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 deduetion before arriving at net income, and concluded that

amdynee failure to deduct the $134,696 of contingent payments
from earnings resulted in 2 misleading ov erstfltement of earnings by
that amount.

The Commission further held that the summary of earnings was
rendered materially misleading by the failure to present a pra forma
earnings statement to reflect debentnre interest chargeable to the
replacement of a $1,200,000 interest-free obligation 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 concluded that the issnance of a stop order with
rvespect to both registration statements was required in the publlc
interest’ Faradyne subsequently filed amendments to the 1961 regis-
tration statement changing the offering to one of stock, and correct-
ing the deficiencies, and on Qctober 30, 1‘)6 , the Commission lifted
the stop order.® -

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 $3,500,000 614
percent sinking fund debentures with detaclmble common stock pur-
chase warrants, 150,000 shaves of convertible preferred stock, and a

E Securities Act Relense No, 4460 (Mnrch 21, 1962)
8 Qecuritier Act Release No., 4581,
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total of 1,075,000 shares of common stock issuable upon exercise of the
warrants and the. conversion of the preferred stock. The registra-
tion statement became effective on March 24, 1959, and the offering
of the debentures. and the preferred stock was completed shortly
thereafter. The Commission subsequently instituted stop order
proceedings.

The Commission found that registrant’s consolidated inventory,
as shown in the balance sheet included in the registration statement,
was materially overstated and included material amounts which had
no adequnate basis in fact.- '

It further found that the certifying accountants failed to comply
with generally accepted 'ludltmg standards in anditing the inventory,
thereby rendering false and misleading the representations in their
certificate that their ex'uninaﬁon was made in accordance with such
standards and that the ﬁnanunl statements fatrly presented regis-
trant’s financial position-dnd results of operations.

The Commission noted that subsequent to the filing of the regis-
tration statement, registrant had submitted periodic reports to the
Commission- and-to its stoqkholdels, including certified financial
statements for the 9 months ended February 29, 1960, and the fiscal
year -ending February 28, 1961. »

It concluded that in View of the distribution of the recent financial
statements, investors would be 'ldequfttely informed of the facts upon
distribution of the Commission’s opinton to all secur:ty holders of
the registrant, and that, under all the circumstances, issuance of a
- stop order was not necessary, provided such distribution were made.
Accordingly, the Commission dismissed the proceedmn's, subject to
the condition noted.”

EXAMINATIONS AND INV'EST[GATIONS

The Commission is authorlzed by Section 8(3) of the Act to make
an examination in order to-deétermine whether a stop order proceed-
ing should he instituted under Section 8(d). TFor this purpose the
Commission is empowered to subpoena witnesses and require the pro-
duction of pertinent documents.” The Commi%ion is also anthorized
by Section 20{a) of the Act to:make an investigation 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 appropri-
ate cases, investigations are instituted under this section as an expedi-
tious means of determining whether a registration statement is false
or misleading or omits to state any material fact. The following

7 Sepurltles Act Release No. 4502 (June 21, 1962).
BT21Tr— Rt d
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table indicates the number of such examinations and investigatious
with which the Commission was concerned during the fiscal year.

Cases pending at the beginning of the fiseal yenr______________________ 17
Cases initinted during the fiscal year.o o 18
— 38
Cases in which step order procedings were authorized during the
fisenl year e 1
Qther cases closed during the fisenl year____________________________ T
— &
Cases pending at the end of the fiseal year____________ . 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 presecribe 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 securities of cooperalive 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 inferests 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 by a company which is operating or proposes to
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operate as a-$mall business investment company wiider the Small Busi-
ness Investment Act. Acting pursuant to this authority, the Com-
mission has adopted a Regulation F 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 provided 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 any person by Section 12(2) o
from the criminal liabilities for fraud imposed upon any person by
Section 17 of the Act.

E:‘ccmpt Offerings Under Regulation A

The Commission’s Regulation A implements Section 3(b) of the
Securities Act of 1938 and permits & company to obtain needed capital
not in excess of $300,000 (including underwriting commissions) in
any one year from a public offering of its securities without registra-
tion, if the company complies with the regulation. Regulation A
requires that the issuer file a notification supplying basic information
about the company, ¢ ut‘un exhibits, and an offermg circular which
must be used i in oﬁ'erm(r_ the secur ities. Howevel in the cusge of a com-
pany with an earnings history which"is'making an offering not in
excess of $580,000 an offering circular need not be used. A notification
is filed with the Regtonal 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 $237,258,600 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 fiscal years:

Offerings under Regulation A

Fiscal year
1462 1961 1960
BLO0,000 08 T088_ + oo ooee e oo e 160 165 o
Over $100,000 hut not over $200,000__ . R 208 201 216
Over $2KLOG0 but not over $300,000. ... .o 697 691 613
1,065 1.057 1, 04%
Underwriters:
L1 58 511 450
Nobused _ .. ... ... - 537 548 | - 590
1. 065 1,057 1, 049
Oflarors: -
Tsswing COmDANIes . ..o e 1. 00 1, 006 1,021
Stockholders ... . ___. - 24 24 29
Issuers and stockholders jointly - - . 41 - 1
1, 085 1,057 1,049

Most of the offerings wliich were underwritten were made by com-
mercial underwriters, who participated in 528 offerings in 1962, 511
offerings in 1961, and 398 offerings in 1960. The remaining offerings
i which commissions were paid were handled by officers, directors,
or other persons not regularly engaged in the securities business.

Suspension of Exemption

Regulation A provides for the suspension of an exemption there-
under where, in general, no exemption is available for the securities
purported to be offered thereunder, or where the offering is not made
in accordance with the terms and conditions of the regulation or
with prescribed disclosure standards. Following the issuance of a
temporary suspension order by the Commission, the respondents may
request a hearing to determine whether the temporary suspension
should be vacated or made :permanent. * 1f no hearing is requested
within 30 days after the entry of the temporary suspension order and
none is ordered by the Commission on its own motion, the temporary
suspension order becomes permanent.

During the 1962 fiseal year, temporary suspension orders were
issted in 51 cases. These cases together with 28 cases pending at the
beginning of the fiscal year resulted in a total of 79 cases for disposi-
tion.  Of these 79 cases, the temporary suspension order became per-
manent in 48: i 27 by lapse of time, in 9 by withdrawal of the
request for hearing, and in 12 after 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 below to-illustrate the type
of misrepresentations and other nonoompliance with the regulation
which led to the issuance of suspension orders.

Chrislin Photo Industries Corp.—The Commlssmn, in ordel'mg
the exemption permanently suspended, found that the issuer’s offering
circular was misleading in not disclosing all the material circum-
stances under which the offering was made, including the following
facts: that no shares were to be sold at the $6 per share offering puce
until after a market was established at a level well above that price;
that, immediately prior to any sales at %6 per shave 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 to persons related to or associated with the
issuer and the underwriter; that a number of persons who acquired
shares 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, statements in the offering cireular that a camera de-
veloped by the company was ready for marketing, that it would be in
production within a reasonable time after the-completion of the offer-
ing, and that the company was of the opinion that the camera with
accessories could profitably be retatled for $20 were found to be false
and misleading because in fact the camera was not expected to be
ready for marketing until Mnrch 1962, at which tine additional funds
would be required.

The Conunission further found that the terms a.ml conditions of
Regulation A were not complied with in that the issuer sold securities
without furnishing an oﬂ'ermg cireular as required by Rule 256(a)
and the aggregate offering price. exceeded the $300, 000 limitation
prescribed by Rule 254.%

Mainco Electronics and Marme Deve]upment Corporatmn —Aec-
cording to the Commission’s temporary suspension order. in this case,’
the issuer’s offering circular failed to disclose, among: other things,
that it was not produeing the fiberglass products referred to; that it
had no inventory of -the electronic products described therein, was
not currently producing those items and had little or no facilities to
produce them; that it had cancelled a lease agreement pertaining to
expansion of production facilities; and that the proceeds would not,
be used in the stated order of priority. The order also alleged that
the offering circular named various persons as directors when in fact
such persons had not consented to serve, that the deseription of the
edneational background of the general manager and projects engineer

® Securities Act Releare 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.® No hearing was requested and the suspension
became permanent.

Exempt Offerings Under Regulstion B B

During the fiscal year ended June 30, 1962, 229 offering sheets were
filed pursnant 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 [iled. The following table indicates the
nature and number of Commission orders issued in conneection with
such filings during the fiscal years 1960-62. The balance of the
offering sheets filed became effective without. order.

Action taken on offering sheets filed under Regulation B

Fiscal years
1962 1961 1860
Temporary suspension orders 34 16 7
Orders terminating proceeding after amendment B 6 [}
Orders flxing cffective date of amendment (ne proceeding pending) . 138 158 138
Orders consenting to withdrawel of offering sheet (no proceeding pending). 11 7 11
Orders consenting to withdrawal of offering sheet and terminaling pro-
L LTS S 5 1
‘Total number of arders 197 188 164

Reports of sales.—The Commission requires persons who make
offerings under Regulation B to file reports of the actual sales made
pursuant to that regnlation. The purpose of these reports is to aid
the Commission in determining whether violations of laws 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 fiscul years.

Reports of seles under Regulation B

Fiscal years
1662 1961 1500
Number of sales reports flled _____________ .. . __. T, 4,615 2,081 4,425
Aggregate dollar amount of sales reported _________________ ... . $2,821, 501 | 1,804,015 | 32,833, 457

? Becurities Act Release No, 4466 (March 20, 1962).
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Exempt Offerings Under Regulation E

Regulation F 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 have received the preliminary approval of
the - Small. Buginess Administration and have been notified by the
Administration that they nny submit an application for such a license.

The regulation, which is similar in many respects to the general
exemption provided by Regulation A, requires the filing of a notifica-
tion with. the Commission and, execept in the case of offerings not in
éxcess of $50,000;the. filing and use of an oﬁelmrr ecireular containing
certain specified information. o :

Regulation I provides for the suspension of exemptlon n particular
cases 1f the Commission finds that any eof the terms and conditions of
the regulationhave not been met or complied with.

. 'There were no filings under Regulation I, during the 1962 fiscal
¥ear:: - o e b ;
ermpt Offerings” Under Regilation F

Regulation’ F provides 'an exemptmn from registration under the
.‘:Jecul ities Act for nssessments levied upon 1sse-ssable stock and for
delmquent dssessnient sales i m’ dmourits not exceeding $300,000 in any
one year. It requires the filing of w'simple lmtlﬁc‘ltlon giving brief
information with respect to the issuer, its management, principal
securlty holders, recént and propodsed assessments and other security
issues. The regulation requires a company to send to its stockholders,
or otherwise pubhsh. a statement of the purposes for which the pro-
ceeds from’ the assessment are proposed to be used. If the issuer
should emplov any othér sales literature in connection with the assess-
ment, copies' of'such literature must be filed with the Commission.

Dllllﬂ”’ the 1962 fiséal year, 36 notifications were filed under Regu-
lation T, covering assessinents’ of $1,300,246. Regulation F notifica-
tions were filed in: three of the nine regional offices of the Commission :
Denver, San Francisco, and Seatile. Under wmters were not employed
in any of the Regulation F asséssments. e :

Regulation F provides for the suspension of an exemptiﬂn 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 of the regulation or in accordance with preser 1bed disclosure
standards, g v

:»One Regulation' F filing was tempor‘u-ﬂy E,uspended in the fiscal year
1962. A request. for hearing was made but was-later withdrawn and
the issuer consented to the issuance of a permanent suspension order.

[ K o ot



PART V

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT
‘ " OF 1934

The Securities Exchange Act of 1934 is designed to ensure the main-
tenance of fair and honest markets in securities transactions on the
organized exchanges and in the over-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 trading by difectors, officers and
prineipal security holders. The Act also provides for the registration
and regulation of brokers and dealers doing business in the over-the-
counter market, contains provisions designed-to 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

Registration and Exemptlon of Exchanges

As of June 30, 1962 14 stock exchanges were 1eglstered under the
Exchange Act as national securities exchanges: °

Anerican Stock Exchange Pacific Const Stock Exclhange
Iioston Stock Exchange Philadelphia-Baltimore Stock
Chicago Board of Trade Exchange )

Cineinnati Stock Exchange I’ittsburgh Stock Exchange
Detroit Stock Exchange ' Salt Lake Stock Exchange
Midwest Stock Exchange - - San Francisco Mining Exchange
National Stock Exchange Spoknne Stock Exchange

New York 8tock Iixchange

There have been no sales of securities on the Chicago’ Board of
Trade since 1953. The National Stock Exchange was granted regis-
tration as a national securities exchange on August 16, 1960, and com-
mcnced to operate on March 7, 1962,

: Four exchanges were exempted from registration by the Commlssmn
pursuant to Se(,hon 5 of the Act.:

Colorado Spr:ng,-. Stock Fxchange ’ f_{i(:lljllt)lld'stock Exchange
Honolulu Slock Exclange Wheeling Stock Exchange
40
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Disciplinary Action

Each naticnal securities exchange reports to the Commission disci-
plinary actions taken against its members and member firms for viola-
tion of the Securities Exchange Act of 1934 or of exchange rules.
During the year 9 exchanges reported 96 cases of such disciplinary
actions, 1ncIudmg imposition of fines nggregating $48,575 in 57 cnses;
the suspension from membership of 173 individuals and 5 member
firms; the expulsion of 1 individual from associnte membership and
another from allied membership; and the censure of a number of
individuals and 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 snch other securities as the Commission may
find necessary or appropriate.to exempt in the public interest or for
the 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 & temporary
basis, certain sccurities 1ssued in substitution for or in addition to
listed seeurities. :

Section 12 of the Exchange Act provides that an issuer may regis-
ter a class of securities on an exchange by filing with the Commission
and the exchange an applieniion which discloses pertinent, information
concerhing the issuer and its affairs. This must include information
in regard to the issuer's business, capital structure, the 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 aecountants.

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 trust certificates, certifientes of deposit
and securities of foreign governments.

Section 13 requires issners 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 annual report form is Form 10-X 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 aequisitions
or dispositions of assets, the institution or termination of important
legal proceedings and important changes in the issuer’s eapital secn-
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
seeurities 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 regls-
tered national securities exchange for the first time, while the regis-
tration of all securities of 180 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 following table shows the number of annual, semiannual, and
current reports filed during the fiscal year by issuers having secn-
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 also includes the number of annnal reports, quarterly
reports and reports to stockholders filed by issuers subject to the
reporting requirements of Section 30 of the Investment Company Act.
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Number.of annugl and other periodic reg)ort'sb Jiled by issuers under the Securitics
Egchange Act of 1934 and the Invesiment Comptmy Act of 1940 during the
fiscal year ended June 30, 1982

Number of reports filed by—

Issuers
Listed |Over-the-| filing Taotal
Issuiers counter | reports reports
Typs ol reports .. . _ . filing Issers under filed
reports filing See. 30
under mport.s of Invest-
Bec. 13 under tnent
Sec. 15(d) Coﬁpany

el
Annual reports on Forms 10-K, N-30A-1, eteo o oo oeonooot 2,828 1,788 158 4, 580
Semiaonual reports on Form 8-K____.______. . . 1,858 1,458 | __._.. 4,418
Current reports on Form 8-K. . B 4,023 2,206 (... 1, 281
Quarterly reportson Form N-30B-1_.___.._ . ) | . 262 262
Reports te stockholders (Section d(l(d)]_.____.___...,..______._ [RRDVNIN IORRURINI B W11 1,391
Total reports filed oo, S0 B 5,460 2,111 | . 15,880

MARKET VALUE OF SECURITIES 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 apprommately $531,833,403,000.

Number Market value
of issues Dec. 31, 1061

Stocks:
New Yok Stock Exchange.
American Stock Exchange...
Exclusively on other exchang

1,541 | 3387, 841, 207, 000
1,001 33, 010, 870, 000
190 6, 132, 176, 000

Totakstooks_____. . . ... ... [ e 3,041 425, 984, 253, 060
Bongks: .
New York Stock Exchange B e e aeae———— 1,188 104, 634, 327, 000
Ameriean Stock Exchanga.____ - 73 1, 087, 260 000
Exclusively on other sxchanges 25 127, 663, 000
Total bomds. L. ieiceeaeae 1,284 105, B49, 150, 000

Total stocks and bonds.

4,325 531, 833, 403, GO0

= Bonds on the New York Stock Exchange included 47 U.8, Government and New York State and City
Issues with $73,903,178,000 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 exchangos..
All other stacks @

575 £8, 980, 105, 000 2,198 | $401,085, 368, 000
50 457, 666, 000 218 15, 461, 114, 000

625 9,437, 771, 000 2,416 416, 540, 482, 000

= 8tocks admitted 1o anlisted irading privileges only or listed on exempted exchanges.

The New York Stock Exchange has reported aggregate market
values of all stocks thereon monthly since December 31, 1924, when
the figure was $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.

Bhare valucs on exchanyes, in billions of dollars

New York | American | Exclusively,
TLleceruber 31 each year Stock Btock on other Total 2
Eachanpe | Exchonge | exchanges
859.9 4.8 47
38.9 10.2 49.1
47. 5 10, 8 5E.3
4. 5 19.1 56 6
41. 4 8.6 . &
35.8 7.4 43 2
38.B 7.8 44. 6
47.6 | 8.9 5.5
55,5 11.2 66.7
73.8 14.4 88.2
8.6 13.2 81.8
8.3 12.1 80.4
7.4 11.9 33.0 8L 9
76.3 12.2 3.1 Y1. 6
03.8 13 9 33 1.0
0. & 16.5 32 129. 2
120. 5 16.9 31 14} A
117.3 | 15.3 2.8 135. 4
169.1 921 3.6 144, B
207.7 N1 410 238.8
209.2 3.0 3.8 254.0
195 6 25,5 31 2242
276.5 1 L7 4.3 3127
307.7 26. 4 4.2 338 4
307.0 242 4.1 335, 3
887.8 ‘ 330 51 426, 0
|

fi Total vilues 1836-47 inclusive are for the New York Stock quhange and the American Stock Exchange
onty.
Fiscal Year Share Values and Volumes .

Tlhe aggregate market vajues of all stocks on the exchanges as of
June 30 annually, and the volumes of shares traded on the exchanges
in years to June 30, have been as follows:
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June 30 Volumes in years to June 30
* | values .- FA
(bllifons)

Shars volume | Dollar volome

§222.8 | 1,324,363,000 | $36, 875, 540,000
250.0 | 1,217,835 000 | 36,226, 682, 000
252.0 | 1,210,807,000 | 32,928, 671, 00D
2679 | 1,200,272,000 [ 30,862, 129,000
337.6 | 1,808,810, 51, 577, 195, 000
327.8 | 1,456,019,000 | 47,795, 837, 00
381.0 | 1,671, 608,000 [ 57,020,271, 000
330.0 | 1,709, 810,000 | 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 volumes on
exchanges are 1ncluded among the appendix tables in this Annual
Report.

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

Foreign Stock on Exchanges

The market value on December 31, 1961, of all shares and certifi-
cates representing foreign stocks on the stock exchanges was reported
at about $13.8 billion, of which $12.7 billion represented Canadian and
$1.1 billion represented other 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 value,

Foreign stocks on cxchanges

Canadian Other forelgn Total
Dee. 31, 1961
Issues Yalue Issues Value Issites Value
Exchanges:
New York 12 | $5,217, 161, 000 12 $804, 1082, D00 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, 400, D00 3 9, 57,000
Nettotal... . ......... 116 | 12,652, 258, 000 53 | 1,116,624,000 169 | 13,768, 882,000

i

The number of foreign stocks on the exchanges has declined some-
what in recent years, owing prmclpa,lly to a reduction in issues traded
on the Amerlcan Stock Exchange from 152 in 1956 to 142 in 1961.
Trading in foreign stocks has fallen from 42.4 percent of the reported
share volume 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 1981, ~

Reported volumes in foreign shares during 1961 included about
74,200,000 Canadian and 12,800,000 other foreign shares on the Ameri-
can-Stock Exchange and about 10,200,000 Canadian and 18,100,000
other foreign '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.

Comparative 'Exchange' Statistics . -

The number of stocks on the New York Stock Exchange and on the
American Stock Exchange has continued to increase, and the aggre-
gate number of stocks exclusively on the other exchanges has con-
tinued to dec]me in recent years.

N [:1] num.bcr of stocks on erchanges

New York | Amerlcan |Exclusively] Total
June 30 Stock Stock on other | stocks on
. - N Exchange | exchanges | exchanges

oo [ ° 12830 " 3,810

860, 651 3139

70 775 3,038
1 628 3,044
931 546 3,018

077 510 3,042

1.033 3 3, 091

Aggregate share values on’ the New York- Stock Exchange have
become an increasing‘prbportiori of total share values on all the ‘ex-
changes, at least since 1948, when our series on total share values on
the exchanges was established. ‘

Shure ’u&l’ues on exchanges, in percentages

) New York | American |Exclusively
December 31 : Btock Btock on other
Exchange | Exchange | exchanges

81.81 14,53 3.48
84, 50 12. 62 2.08
86,77 12,02 2.2
28. 81 134 186
89. 30 12,20 1. 50
88. 49 10. 14 137

122

aLes | T2

The ratio of shaié volume on the regmnal exchanges to the tota,l on
all exchanges has contmued to decline over the years. . The reglonal
exchange’ percentage of dollar volume has. remamed fairly ¢onstant.
Tn the following presentation, shares, warrants and rights are in-
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cluded. Annual data since 1935 are shown in an appendix table in
this Annual Report.

Annual saleg of stock on exchanges

Percont of share volume Percent of dollar volume
Calendar yerr

New York | American | All other | New York | American | All other

5. 44 13 20 11.36 85,17 7. 68 .15
65. B7 21,31 12,82 82.75 10, 81 6. 44
78, 32 13. 54 1 14 85.91 0. 85 7.24
68.85 19.18 11.96 86.31 6.98 6.71
68.48 x2.u D. 25 83. 81 9. 35 6.8
61,09 25.58 8. 43 82,44 10.71 6.85
68, 87 21.31 8.82 85.51 7.54 6.95

Comparative Over-The-Counter Siatistics

So far as can 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 billicn 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 pereentages are extreme. For example, Western 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
companieg 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 publie ¢irculation.

Over-the-counter stocks referred to in the text, as of Dec. 31, 1961

}Smaks Issuers | Market values

Reporting pursusnt to Bection 15(d):

Mlscellaneous . e 1,737 1,545 | $31, 132, 640, 000
INSUTAINCE. & - e oot ceec e - 187 168 5, 634, 340, 000
Reparting for other reasonsi® Miscellaneous ... caeecneivann.s 134 il 4, 608, 950, 000

1,988 1,764 | 41,375 930,000

Not repotting to the Commission:

Miscellaneons, . .o ceimmaraeeasmraaam i nn 1,180 1,000 | 21,747, 927,000
Insurance....... e 171 185 | 16, 525, 250, 000
Ranka.......... e e e 817 815 | 26, 178, 400,000
2,177 2,078 | &4, 451, 577,000

Total.. ... e e mmmmeeeee e e e eiiaiians 4, 185 3,840 | 1045, 827, 507, 000

* These companies have other issues listed on stock exchangea,
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In addition to the stocks mentioned above, there is a large numper
of actively quoted stocks of companies so small as not to require con-
tinuous reporting to the: Commission, and whose coverage hy 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 31, 1961, at which time they constituted
about 25 percent of the ‘mtwely quoted stocks in the National Quota-
tion Bureau services.

A comprehensive view of the number of securities quoted over-the-
counter at any one time is afforded by data supplied by the National
‘Quotation Bureau, which is the principal purveyor of over-the-coun-
ter quotations in the United States. The following table shows the
number of stocks quoted in the daily service and the couespondin"
aggregate number of dealer listings, as repor ted for a day at approxi-
mately J 1nu1ry 15th annu‘tlly :

Number of stocks and dealer listings on or ebout Januuwry 15th

Stocks = . Degler listings
6,121 23, 964
6, 551 25, 450
&, 918 28, 270
8,127 35,050

. a The number anoually since 1923 is shown on p. 72 of our 26th Annual Report {1060).

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

'

Reporting Under Section 15(d)

Issuers reporting pursuant to Seetion 15(d) of the Exchange Act
continue to increase in number despite the numerous reductions oc-
casioned by listing on'the exchanges or absorption into other com-
panies by purchase of assets or 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 aggregate market value of
stocks. The remaining 715 issuers included partnerships, voting
trusts duplicative of listed shares, stock purchase and employees sav-
ings plans, companies with only bonds in public hands, registered
investment companies, and numerons issuers for whose shares no quo-
tation was available, including a considerable number registering in
1961 but not. offering their shares until 1962, '
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Tssuers fe;porting under section 15(4) az of Dec. 31, 1961 @

Btocks | Issuers | Market values

Over the counter: i '
1,737 1, 545 | $31, 132, 640, (00
117 . 108 5, 634, 340, 000
37 34 2, 181, 900, 000

1,891 1,687 | 38, 948, BBO, 000

Qn stock exchanges: *

MASCRHRIIBOTS oo e oo oo eme oo cmme e e m e oo 0 28 708, 400, 000
.- 3 3 1, 267, 000, GO0

2 2! 1,532 400,000

35" 33| .3, 507,800,000

I A A 1,026 | 1,720 | 42, 486,680,000

a Includes only issuers with stocks for which quotsations were avallabla.

b These issuers had stocks with only uniisted trading privileges on exebanges. They also had 31 stocks
aggregating $837,440,000 which were only over tbhe counter, and which have been included in the over-the-
counter showmg of stocks and market values sbove.

DELISTING 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 pursuant to Rule 12d2-1(b).
under Section 12(d) of the Exchange Act. During the fiscal year
ended June 30, 1962, the Commission gra.nted applications by
exchanges and issuers to remove 60 stock issues and 45 bond i Issues
from listing and registration. There were 64 total stock removals,
since 4 stocks were each delisted by 2 exchanges. The number of
issuers of stock involved was 54. The removals were as follows:

. » Biock Bond
Applications filed by . issues iast?cs

New York Stock Exchange ____________ _ . 23
American Stock Hxchange. —— 8
Boston Stock Exchange — —_— 2
Midweat Stock Exchange —— —— e 6
Pacific Coast Stock Exchaage - ——— - 11
8
3
4

Pittsburgh Stock Exchange-. - s - .
Salt Lake Stock Exchange - ——a —_—
8an Francisco Mlmng Exchange.- ——— ——- .
. Issuers - - —_

| :;t:o_o;:ucuc&

'S
A

Total:__ o g

In accordance with the practice in recent years nearly ‘all of the
delisting applications were filed by -exchanges. '‘Only four of the
applications wers filed by issuers, in each instance for the purpose of
reducing multiple expenses by delisting from one excha,nge stocks
“which remained listed on other exchanges. ‘

The applications by exchanges were based ‘on factors ‘such as
limited distribution, sale of assets, or precarious financial condition.
The 45 bond issues were all of foreign origin, including 17 issues of

672176—83—5
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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 New 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 criferia 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 opportunity for hearing, the Commission finds 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 indieates the
number of such proceedings with which the Commission was con-
cerned during the 1962 fiscal year. '

Proceedings pending at the beglnning of the fiscal year________________ .3 .
Proceedings initiated during the fiscal year _— — e 1
' - ’ —_ 4
Proceedings-terminated during the fiscal year:
By order withdrawing security from reglstratmn ____________ e 2
) 2
Proceedings pending at the end of the fiscal yearﬁ__.k____'_'______i____'_ 2

Section 19(a) (4) authorizes the Commission summarily to suspend
trading in any registered security on a national securities exchange
for a period not exceeding ten days if, in its opinion, such action is
necessary or approprlate for ‘the protectlon of investors and the
pubhc 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 securities exchange. All of these suspensions remained in
effect at the end of the fiscal year. In addition, two of the three susl
pensions which were in.effect at the begmnmg of the fiscal ye‘u‘
remained in effect at the end of the fiscal year.

One of .the two,cases in which an order was issued under Sectmn )
19(a) (2) during the fiscal year withdrawing securities from reglstra-
tion on a national securities exchange is deseribed below.
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- Consolidated Development Corporation.——Registrant, o Delaware
corporation organized in 1956 under the name of Consolidated Cuban
Petroleum Corporationto éngage in the operation, development and
production of oil and gas in Cuba, registered its common stock on
the American Stock Exchange in 1956. It adopted its present name
in 1959, after the petroleum ventures had sustained severe financial
losses. It then decided to engage in the adquisition and development
of real estate in the State of Florida.

Registrant admitted that it had violated Section 13 of the Exchange
Act and 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 reglstered under the Securities Act, to resn:lents of
and broker-dealer firms in the United States.

Further, registrant admitted that its reports were ma.terlally
inaceurate 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 registrant’s operations.

On the basis of these and other deficiencies the Commlss:on issued
an order withdrawing the registrant’s common stock from reglstra—
tion on the exchange, whwh had suspended trading in the stock in
December 1959.*

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 Securitles Exchange Act Release No. 8672 (November 24, 1961).
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of the 25 removals. - This Exchange now applies to its unlisted issues
the same reqilirements 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
" 45,497,000 shares or about 2.1 percent of the total share volume of.all

the exchanges. About 83.2 percent of this volume was on-the Ameri-
can Stock Exchange, 15.3 percent was on the Pacific Coast Stock
Exchange, and thrge other exchanges contributed the remaining
1.5 percent. The share volume in these stocks wasg about 6.9 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 vear- 1961,

- Unlisted trading privileges on some exchanges in stocks llsted and
registered on other exchanges numbered 1,532 on June 30, 1962. The
volume of unlisted trading in these stocks, for the calendar year 1961,
was reported at about 57,900,000 shares. About one-fifth of this vol-
“ume was on the American Stock Exchange in stocks listed on regional
exchanges, and abont four-fifths was on regional exchanges in stocks
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 constituted substantial por-
. tions of the shares traded on the léading regional exchanges, reaching
about 78 percent on Boston, 72 percent on Philadelphia-Baltimore, 68
peteent on Cineinnati, 53 percent on Detroit, 44 percent on Pittsburgh,
30 percent on Mldwest and 17 perceht on Pacific Coast Stock
E*{ch‘mge

Applications for Unlisted deing_ Privileges

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

Number ’ Nu-mber

Stock exchange: - of stocks Stock exchange—Con. . . of stocks
Boston . ___________ 24 Philadelphia-Baltimore ____ 9
Cinelnnati ________________ 10 Pittsbargh _______________. 1
Detroit ___________________ 24 Spokane ... . . . ______ 1
Midwest L 12 ‘

Pacific Coastammma o ' 4 Total o ______ "85
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" During the fiscal year, the Commission granted applications by the
‘American Stock Exchange pursuant to Rule 12822 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 votmg
trust, certlﬁca,tes upon explratlon of the voting trust.

BLOCK DISTRIBUTIONS REPORTED BY EXCHANGES

The usual method of distributing blocks of listed securltlesrcdn—
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 possﬂole of .this business on thelr
floors, Specml Offering Plans were ‘adopted by leading exchanges
commencing in 1942, and the somewhat more flexible Exchange Dis-
tribution Plans commeneing in 1953. The plans, declared effective
by this Commission, include an exempmon from the anti-manipulative
Rule 10b-2, as set forth in paragraph (d) thereof, with respect to
payment of compensation in connection with' the dlstrlbutlon ot
securities.

The largest number of Special Offerings was 87 in 1944, with $32,-
454,000 aggregate value. The number has declined through the years,
there being only two in 1961, aggregating $1,503,750,

Block distributions reported by cxchonges

Number | Shares In Bhares sold Value
offer

12 months ended Dec. 31, 1961

Spevia) offerings... ... 2 35,000 35,000 | 41,503, 750

Fxcehange distributions. ... _ el 33 1,226,811 1,127, 266 58,072,418

Secondary distributions. ... . ... 130 19,675, 931 19, 610,013 626, 514, 204

6 months ended June 30, 1962

r| 11,400 11,400 $458, 850
15 366, 043 523,165 B, 010, 256
28 5,933, 570 ‘6,064, 711 365, 915, 367

Special offerings.
Exchange distribuiions._
Secondary distributions.

< Details of these distributions agpear in the Commnilssion’s monthly Statistical Bulletins. Data for prior
years arg shown in an appendix table in this Annual Repert
The largest number of Exchange Dlstnbutmns was 57 in 1954 com-
pared with 33 in 1961. However, the $58 072,418 total in 1961 was
considerably larger than in any plevmus year. .
Secondary dlstrlbutlons ag reported since 1942, reached 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 $559,824,000
total for the 6 months ending June 30, 1961 1s the largest on record

MANIPULATION AND STABILIZATION
Manipulation

The Exchange Act descnbes and pmlnblts certain forms of manipu-
lative activity in any security registered on a national securities
exchange, The prohibited activities include wash sales and matched
orders sffected for the purpose of creating a false or 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 inducing 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 actwﬂ;y in any security reglstered on an
exchange or traded over the counter.

The Comm1ss1on s market surveillance stafl 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 Xxchange 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 (:Iosely followed.

When unusual and unexplained market activity in a security is
observed, all known information regarding the security is examined
and a dECISIGIl 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 “quiz” is conducted to rapidly discover evidence of unlawful
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activity, If it appears that' more intensive investigation is necessary,
a’formal order of 1nvest10at10n, 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
Association 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 information
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 eriminal prosecution,

The following table shows the number of quizzes and formal investi-
gations -pending at the beginning- of fiseal 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 investigations

Quizzes Formal in-

vestigations
Pending Fune 30, 1960 oo e ieameoam .. e 0| 18
Imdbdated - o e . 768 3
B T T 167 7
Closod or complated duaring fises] year 84 ]
Changed to formal during fiseal year, - C T P,
B 5] A RS B U 89 9
Ponding ot end of Aseal FeBr o .o mee e 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 survelllance

Stabilization . .

Stabilization involves open ‘market pumhases 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 rules ave 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, stabilizing transactions re-
sulted in the purchase of 1,803,713 shares' of stock at a cost of
$46,092,610 and bonds at a cost of $2,060,243. 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® SECtJRITY HOLDINGS AND TRANSACTIONS |

. - Section 18 of the Act is designed to prevent.the unfair use of infor-
mmtlon by directors, officers and principal stockholders-by giving
publicity to their securlty holdings and transactions and by removing
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 securities.
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 Compfmy Act of 1940.

Ownership Keporis

Section 16{a) of the Securities Exchange Act requires every person
who is a direct or indirect beneficial owner of more than 10 percent of
any class of equity securities (other than exempted sccurities) which
ts 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 cwner-
ship occurs. Similar reports are required by Section 17(a) of the
Public Utility Holding Comp‘my 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 aﬂihated
persons of investment advisers of registered closed-end investment
companies.



TWENTY-EIGHTH ANNUAL REPORT 57

. Ownership reports are available for public inspection at the Com-
mission’s office in Washington and those filed under Séction 16(a)- of
the Securities IExchange Act may also be inspected at the appropriate
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 such
information in a monthly “Official Summary of Security Transac-
tions and Holdings,” which is distributed by the Government Printing
Office on a subscription basis. Subscrlptlons to this pubhc'ztlon
exceed 16,000.

During the fiscal year, 42,983 ownership reports were filed, as com-
pared with 40,869 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 ingiders 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 Sectlon
30(f) of the Investinent Company Act provide for the recovery by
or on behalf of the issuer 'of any profit realized by insiders from
certain purchases and sales, or sales and purchases, of securities of
the company within any permd of less than 6 months. The Commis-
sion has certain exemptive powers thh respect to transactions not
comprehended ' within the purpose of these provisions, but is not
charged with the enforcement of the civil remedies created thereby.

REGULATION OF PROXIES

Scope of Proxy Regulation R

Under Sections 14(a) ‘of the Securities Exchange Act, 12(e) of the
Public Utility Holding Company Act of 1935, and QO(a) of the
Investment Compsmy Act of 1540, the Commlssmn has adopted Regu-
lation 14 requlrmg the dlselosure in a proxy statement of pertinent
information in connection with the solicitation ofeproxms, consents
and authorizations. in respect .of securities of compa,nies subject to
those statutes. The' reguhtlon prowdes, among othier things, that
when the m‘m‘tgement is soliciting proxies, any security’ holder de'su—
ing to communicate with other security holders for a proper purpose
may require the management to furnish him with a list of all security.
holders or ‘to mail his communication to security "holders for him.
A security holder may also, subject to reasonable prescribed limita-
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tions, require the management to include in its proxy material any
appropriate. proposal which such security holder desires to submit
to a vote of security holders. Any security holder or group of secu-
rity holders may at any time make an 1ndependent proxy solicitation
upon comphance with the proxy rules, whether or not the manage-
ment is making a solicitation.

Coples 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 material fails to meet the prescribed dis-
closure standards, the management or other group responsible for
its preparation is notified informally and given an opportunity to
avoid such defects in the preparatlon of the proxy material in the
definitive form in which it is furnished to stockholders.

Statistics Relating to Proxy Statements e .

During the 1962 fiscal year, 2,259 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. These 2,259 solicitations related to 2,135 companies, seme
124 of which had more than 1 solicitation during the year, generally
for a special meeting not involving the election of directors.

There were 2,088 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 direectors, 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: o
Mergers, consolidations, acquisitions ‘of businesses, purchuses and sales of

property, and dissolutions of companies.._._ oo 139

Anthorizations of new or addltional securities, modifications of _existing
securities, and recapitahzation plans (other than mergers, consolida—

tionsg, ete) __ : . 346
Employee pension and’ retlrement plans (mcludmg amendments to exist- . '
ing plans) . ..__._ z A - I, 44
Bonus, profit-sharing plans and deferred compensation arrangements (in-
cluding amendments to existing plans ahd arrangements)_____________ 41
Stack option plans (including amendments to existing plans) . ...________ 213
Stockholder approval of the seIectmn by management of iudependent '
auditors - 934

Miscellaneous amendments to charter and bylaws, and miscellaneous other L
matters {excluding those involved in the preceding matters)__--_.._--.__- ) 453
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Stockholders’ Proposals

- ‘During the 1962 fiscal year, 44 stockholders'submitted a tota] of 242
proposals which ‘were inclided in the 122 proxy statements of 122
companies under Rule 14a-8 of Regulation 14.

Typical of such stockholder proposals submitted: to a vote 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 ‘their exercise by key
employees and management groups, sending a postmeeting report
to all stockholders, changing 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 omltted from their proxy stafe-
ments under the Commission’s Rule 14a-8 a total of 62 additional
proposals submitted by 25 individual stockhelders. The principal
reasons for such omissions and the numbers of times each such reason
was involved (countlng only one reason for omission for each proposal
even though it may have been omitted under more than one provision
of Rule 14a-8) were as follows:

(a) 22 proposals were withdrawn by the stockholders;

(b} 14 proposals were not a proper sub]ect matter under state
law;

(c) 11, proposals related to the ordinary conduct of the com-
pany’s business; A :

(d) 6 proposals involved the electmn of d1rect0rs,

{e) 3 proposals concerned a personal grievance against the
company;

(f) 8 proposals involved Substantla,lly 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.

Ratio of Seoliciting 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 listed and
registered voting securities for the first time after their annual stock-
liolders’ meeting in fiscal 1962; of the remaining 2,215 issuers with
votmg securltles, 1,807, or 82 percent solicited proxies under the Com-
mission’s proxy rules dumng the 1962 fiseal year for the election of
directors. =~
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Proxy Contests

During the. 1962 fiscal year, 17 companies were involved in proxy
contests for the election of directors. A total of 253 persons, both
management and nonmanagement, filed detailed: statements as partlc-
ipants under the requirements of Rule 14a~11. Proxy statements in
10 cases involved contests for control of the board of directors and
those in 7 casges involved contests for representation on the.board.

Management retained rcontrol of the board of directors in 4 of the
10 cqntests_for control, 1.was settled by negotiation, nonmanagement
persons won 3 and 2 were pending as of June 30, 1962, Of the T cases
where representation on the.board of directors was involved, manage-
ment retained all places on the board in § cases.

INVESTIGATIONS ‘
Section 21(a) of the Act suthorizes the Commission to make such

investigations as it deems necessary to determine whether any person
has violated: or is about to violate any pI‘OVJSlOIl of thé Act or any
rule or regulation thereunder. The Commission is authorized, for this
purpose, to administer caths, subpoena witnesses, compel the'i,'r attend:
ance, 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 XT of this report under “Complaints and Investi-
gations,” the followmg investigations 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 périodic reports and proxy material:

Investigations pending at beginning of the flseal year .. 27
Investigntions initiated during the’ fiseal year____________________T_. 13

. — 40
Investlgatlons closed during the fiseal year- . ___ . ______________ e : 19
Investigations pending at the close of the fiseal yeAr o _._ . ‘2]

REGULATION OF BROKER-DEALERS AND OVER—THE COUNTER
MARKETS .
Reglatral‘.mn

‘Section 15(a) of the Securltles ]]xcha,nu'e Act of 1934 requires the
reglstratlon of all brokers and dealers. who use the mails. or instru-
mentalities of interstate commerce to effect or induce transactions in
securities. in the, over- the-counter market Brokers and dealers con-
ducting an exclusively intrastate business or dealing only in exempted
securities, commercial paper, commercial bills or bankers acceptances
are exempt from registration.
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The'table below sets forth statistics oh broker dealer registrations
and apphca.tlons for fiscal 1962, :

EffeLtne reglstratmns at close of prece'ding fizseal year ______ ' _;_______T_ 5; 500
Applications pending at close of precedmg fiseal’ yenr _____ e 128
Applieations’ ﬂled ‘durlng fiseal year e : - -——. 1,133

Total._____ - - N - — - 8, 750
Applications denied_________________ R S S, N ' 2
Applications withdrawn_____________________ i __ 15
Applications cancelled il 0
Registrations withdrawn________________ . 705
Registrations cancelled._____________ e P . 43
Registrations revoked_______________ e 47
Registrations suspended ——— - _— _— ‘_;______7___ ]
Registrations effective at end of flscal year_____ E_T___.______: ____________ 5, 868
Applications pending at end of fiseal year________ - ___ . ___________o 81

Total .l . e _ 6,766
Less : Suspended registrations revoked during year- - oo ___ *7

Total___ R, e e "8, 750

a 24 reg[stmtluns were in suspension nt close of the fiscal yeur.

Adminisirative Proceedings

The Commission is given the power to deny or revoke the registra.-
tion of a broker- dmler by Section 15(b) of the Securities Ioxchange
‘Act. An order of denial or revocation will be issued, alter notice and
opportunity for hearing, if the Cominission 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 diSqua.liﬁcdtionq are:

(1) willful false or misleading statements in the 'Lpphcatlon for
registration or document supplemental thereto; -

(2) conviction within the prekus 10" years of a :Ee]ony or mis-
demeanor involving the purchase or sale of seeurities or arlsmcr out of
the conduct of business as a broker-dealer;

(3) injunction by a court of competent ]urlsdlctlon against en-
gaging in any practices in connection with the purchase or sale of
securities; and Co

(4) WllIful violation of the Securltles Act of 1933 or the Securi-
ties Exchange Act of 1934 or any of the COII]HIISSIOII s rules or
regulations thereunder. :

. The Commission has no authority to deny or revoke recnstratmn
‘without finding a disqualifieation of the types set forth. Thcrefore,
‘bad reputation or character, or inexperience in the secnrities business,
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or even conviction of a felony unrelated to transactions in securities
is not a basis for ordermg denial or revocation of registration.

Section 15A. of the Securities Exchange Act empowers the Com-
mission to suspend or expel.a broker-dealer from membership in a
registered securities association upon a finding of violation of the
Federal securities laws or regulations thereunder. The National As-
sociation of Securities Dealers, Inc. (“NASD?”), is the only such
association. Section 19(a)(3) of the Act gives the Commission
power to take similar action against members of national securltles
exchanges. .

Pursuant to the provisions of Section 15A (b) (4) of the Se(:urltles
Exchange Act, in the absence of Commission approva.l or direction,
no broker or dealer may be admitted to or continued in memberslnp
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-
sion 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 snd to
suspend 'md -expel from membership in an exchange or the ’\TASD

Proceedings pending at start of fiscal year to:

Revoke registration_____-__- .l . ._____ ;______; _____ . a1
Revoke registration and suspend or expel from NASD or exchangee-- 1
Deny reglstratlon ______ A - e —————— T 12
Total proceedmgs pendmg at start of ﬁscm year_______; __________ 124
Proceedings instituted during ﬁsml year to!: K o
Revoke registration________ - ' : 29

Revoke registration and suspend or expel from NASD or exchanges__ 55

Deny registration._____ - oo 11
Total proceedings instituted oo o5
Total proceedinés current during fiscal year ____________________ . __219

Disposition of proceedings:

Proceedings to revoke registration: . .
Dismissed on withdrawal of registration e - — -1
Registration revoked._._ R - 27
Registration cancelled...._ . :

Total
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Proceedings to revolie reglstration nnd suspend or expel from VASD or
exchanges: .

Registration revoked N . - — —— —_— 156
Reglstratmn revoked and firm expelled from NASD____-____ __________ b
Dismissed on wnthdra“ al of reglstrat1011__________________—_ ________ 2
Suspended frommn NASD - - ‘ - - - 1
Partner of firm suspended from stock exchange. o —eo oo __ - 1
Total. ] e e - T 24
Proceedings to deny registrﬁtion :
‘Registration denied_____ S - e
Dismissed on withdrawal of application_________ . ___ ... 1
Total 3
Total proceedings disposed of.__ - — - I 1
Proceedings"IJendi:'Jg at end of ﬁsc:ll year to: i .
Revoke - registration._________________.________ B, 50
Revoke registration and suqnend or e‘:pel from NASD or etchanges__ 92
Deny registration . _________. - e - 20
Total proceedings pending at end of fiscal year - 162
Total proceedings accounted for_ : - [ 219

Revocation and Denial Proceedlngs . .

The cases in which the Commission revoked or denled broker-
dealer registrations during the 1962 fiscal year are briefly summarized
at the end of this section of the report, with the exception of 5 few
enses of unusual interest or significance which are set forth in some
detail in the following paragraphs:

Rosenson and Baumann.—The Commission found that registrant,
a partnership, and its tWo 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-
perienced young men as salesmnen, provided no program of instrue-
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 independent public account-
ant, when in fact the accountant who certified the financial statements
was not independent, since he had served as North American’s princi-
pal bookkeeper so that his certification was merely an authentication
of his own accounting procedures, 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, knew or should have known that the accountant was not
independent, and that, by filing an untrue registration statement, they
willfully violated those ‘Sections of the Securities Act which specify
the information to be included in a registration statement and pro-
spectus. Respcmdcnts had been enjeined from offering or selling North
American stock in violation of the registration or anti- fmud pro-
visions of the Securities Acts.. On the basis of the injunction, the
willful violations and respondents’ consent, the Commission revoked
registrant’s registration and found each of the parfners a cause of
the revoecation.® -

Theodore A. Landau, doing business as Landau Company, and
Scott Taylor & Co., Inc.—The registrations of both firms were
revoked because of manipulative practices in the sale of Anaconda
Lead & Silver Company stock. Scott Taylor, before acquiring a large
block of Anaconda 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.
T.andan 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
found 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 viclated Rule 10b-6 under the Exchange Act by placing
bids for the stock through an’ intermediary while distributing it.
Sales were made. by Scott Taylor through long distance telephone
solicitations in which purchasers were not informed that Anaconda
had héen inactive since 1952, and that it had no income, machinery or
equlpment and practically no funds.” Scott Taylor and Stephen 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 on 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
Tmﬂor s acts in furtherance of the fraudulent enterprise.?

Aldrich, Scott & Co., Inc.——In this.proceeding, the registrant and
T‘dnfnrd L. Benedict, Jr ;who owned 80 percent of its stock and was its

2 Securlties Exchange Act Release No. 6684 (Dec. 15, 1961).
& Securities Exchange Act Relense No. 8792 (Aprll 30, 1962).
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president at the time, admitted violations of the anti-fraud provisions
of the. Securities Acts and of the Commission’s net capital require-
ments and consented to revocation of registrant’s registration and a
ﬁndlng that Benedict was a cause of such revocation.” The prmc:pftl
issue was whether Walter Scott Aldrich, who was registrant’s vice-
president, secretary, and director 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 inexperienced 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 regisirant’s revoeation. | 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 least a duty to keep himself informed of the registrant’s finaneial
condition and to take those steps necessary to insure compliance with
the Exchange Act.* :

False and misleading statements made in the sale of securities in
willful violation of the anfi-fraud provisions of the Securities Acts
were the bases for revocation of broker-dealer registrations in Murray
Securities Corporation,® Barclay Securities Corporation,® Lindsay
Securities Corporation,” Hanover Securities Corporation (formerly
known as Webster Securities Corporation)t Irving Kasiner? Bils-
more Securitics Corp.»* D. H. Victor && Company, Ine.t Luther L,
Bost, doing business as L. L. Bost Company,** Francis J. Brenek and
Co., Ine.}® Jaewin & Costa,* Michael J. Bogan, Jr., doing business as
M. J. Bogan, Jr. & Co.,** and for denial of reglstrﬁ.tlon n Unwn
Securities Corporation.™®

Willful violation of both the anti-frand and securities registration
provisions were the bases for revocation in International Investments,
Ine,"t Empire Underwriters Corporation, Ine.* €. H. Abraham &

* Securities Exchange Act Release No. 8597 (July 18, 1961).

8 Sccurities Exchange Aet Release No. 86145 {Sept. 22, 1881).
¢ Securlties Exchange Act Release No. 6648 (Qet. 9, 1061),

* Becurities Exchange Act Relense No. 6G49 (October 9, 1961),
3 Becuritics Exchange Act Releuse No. 66590 (Oct. 25, 1961).
? Becurities Exchange Act Release No. 8659 (Oet. 25, 1961).
9 Becurities Exchenge Act Release No. 6672 (Nov. 24, 1961).

1 Securities Exchenge Act Release No. 6700 (Jan. 5,71962).

12 Socurities Exchange Act Release No. 67038 (Jan. 8, 1062).

1 Securities Bxchange Act Release No, 6743 (Ireh. 20, 1962),

M Becuritles Exchange Act Release No, 6788 (Apr. 24, 1962).
35 Securities Exchnoge Act Release No. 6810 (May 23, 1962).
19 Securities Exchange Aet Release No. 8749 {May 23, 1062), |
17 Becurlties Exchange Act Release No, 6598 (July 18, 1961).
® Secyrities Exchange Act Release No, G651 (Oct. 10, 1961},

872175—63——6
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Co., Inc.}® 4, Q. Bellin Securities Corp., *° Phoeniz Securitics Corpi*
L. J, Mack & Company, Inc.,”® Carlton Securities, Inc..?® Philip New-
man Associates, Inc.,;** and Allstate Securities, Ine”® The registration
of D. Earle Hensley Co., Inc* was revoked because, among other
thmgs, registrant had engaged in the securities business before becom-
ing registered as a broker-dealer, made misrepresentations in the sale
of its stock, mlsuppmprmted customers’ funds and securlbles, and was
enjoined from various acts and practices.

Willful violation of the securities registration provisions was the
principal basis for revocation in Pauline Zipperman, doing business as
German American Trading Company?' and Rockwell Securities Uor-
poration? where the registrant had also been enjoined against further
violations of such provisions.

The use of customers’ funds or securmes for registrant’s own pur-
poses, accompanied in most cases by willful violations of the Commis-
sion’s net capital rule or the anti-fraud provisions of the securities
acts by broker-dealers doing business while insolvent, were the causes
of revocation in Miller Smith & Co., Inc.*® Champion & Co., Inc.,*®
and Florida Underwriting and Securities Services Corp.®* The regis-
tration of Dayion Company ** was revoked becaise 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 Lambert,
M. W., Inc. H. 8. Simmons & Co., Inc.3* Strand Investment Com-
pany,® Whitney & Company, [_nc.,” and Auld & Co., Ine3" In the
last-named case, the registrant was also found to have made false
statements in the financial statement filed with its registration appli-
cation and in an annnal financial report.

¥ Becurities Exchange Act Release No. 6652 (Oct, 10, 1661).
2 Sapurities Exchanpe Act Release No. 6654 (Oct. 18, 1661},
# Securities Exchange Act Release 'No. 6857 {Oet. 25, 1961).
3 Securlties Exchange Aet Release No, 6658 (Qct, 25, 1661).
2 Securities Exchange Act Release No. 66681 (Oct. 31, 1961).
M Securities Exchange Act Release No. 6708 (Jan. 17, 1062),
= Becuritles Exchange Act Telease No. 6733 (Feh. 14, 1962},
= Securitles Exchange Act Release Mo, 6811 (Aug, 4, 1961).

27 Becurities Exchange Act Release No. 6804 (May 15, 1062).
= Securlties Exchange Act Release No. 6751 (Mar. 9, 1962).
# Securities Exchange Act Release No, 6663 (Oct. 31, 1861).
= Seeuritlies Exchange Act Release No, 6687 {Dec. 26, 1861).
% Securlties Exchange Act Release No. 67580 (Apr. 24, 1982),
o Securitles Bxchange Act Helease No. 6616 (Aug, 17, 1961).
# Beonrities Exchange Act Release No. 6633 (Sept. 21, 19861).
# Securities Exchange Act Release No, 8662 (Oct. 1, 1961),
85 Bacuritles Bzchange Act Release No. 6705 (Jan. 10, 1962).
8 Securitieg Exchange Act Release No, 6787 (Apr. 24, 1862),
™ Securlties Exchange Act Releage No. 6618 (Aug. 21, 1961}.
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. Failure to file required financial reports, coupled in some instances
with failure to amend the application for registration to reflect changes
of names or business address, caused revocation of the broker—deuler
registrations of Robert Lee Long,“ Howell, Kraft & Cummeéngs, Inc.®
William Douglas Bradford,*® Benjamin Brown (élbert, doing business
as Gilbert & Co.,"* and William Conley Grafton® Registration was
revoked 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 Co., Inc.;® and Harry Jomes Van Buskirk,
doing business as Associated Loan Counsellors** TFailure to maintain
current and accurate books or to producé them for Commission inspec-
tion were among the grounds resulting in revocation in Quéinn, Neu &
Co., Inc.,*s and Vinecent Associates, Lid.** Filing a misleading annual
financial report was the basis for the revocation of the registration of
Norman Lemmons, Inc* Willful violations of Regulation T of the
Board of Governors of the Federal Reserve System regulating the
extension of credit by brokers and dealers were the basis for revocation
in E'mpire Securitics Corporation.® The registration of Gibbs & Com-
pany ** was revoked on the basis of a permanent injunction against
further violations of the anti-fraud and recordkeeping provisions of
the gecurities acts and Regulation T.

Suspension Proceedings

Section 15(b) of the Secummes E\change 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 appropriate
in the public intercst 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

# Zeeuritios Bxchange Act Releage No. 6602 (July 20, 1961).
% Becurities Exchange Act Releage No. 8589 (July 20, 1961).
* @ Securities Exchange Act Release No, 6603 (July 25, 1861),
4 Securities Exchaapge Act Relense No. 8603 (July 25, 1961).
4 Securltles Exchange Act Relense No. 6616 {(Aug. 17, 1961).
2 Seeurities Exchange Act Release No. G612 (Aug, 4, 1961).
# Securities Exchange Act Release No. 6612 (Aug. 4, 1961).
4 Beeurities Exchange Act Release No, 6650 (Oct. 8, 1962).
* Securities Exchange Act Release No. 6806 (May 16, 1962).
1" Securities Exchange Act Release No, 6725 (Feb. T, 1062).
4 Becurities Exchange Act Relepse No, 6781 (Apr. 27, 1962),
@ Securities BExchange Act Release No. 6717 (Jan. 29, 1862).
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in serious misconduct.® To prevent further harm to investors the
Commission determined that it was in the pubhc interest to suspend
those registrations pending determination of the question of revoca-
tion. The entry of a suspension order is not deteriminative of the ulti-
mate questions of willful violations or revocation itself. "

Other Sanctions

In one instance during the fiscal year the Commission suspended a
registrant, from membership in the National Association of Securities
Dealers, Inc. for a period of 30 days. 51 In addition to revoking their
registrations, the Commission also expelled the following broker-deal-
ers from the NASD: Barclay Securities Corporation,® €. H. Abra-
ham & Co., Ine,™ D. H. Victor & Company, Inc.,” Luther L. Bost,
doing business as L. L. Bost Company,™ and Allstate Securities, Inc.®
In Cady, Robérts & ('o.,”" the Commission suspended Robert, M.
Gintel,. a partnér of this New York Stock Exchange member, from
the exchinge for 20" days. Gintel had placed shares of Curtiss-
Wright 001‘p011t10n stock in the diseretionary accounts of about 30
customers of registrant. On November 25, 1959, the Curtiss- Wright
directors’ voted for a reduced dividend for the fourth quarter. A
registered 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. Immediately
on receiving this information Gintel entered two orders on the ex-
change, one to sell 2,000 shares of Curtiss-Wright for 10 customers’ ac-
counts, the other to sell 5,000 shares short for 11 accounts. These
orders were executed on the exchange before news of the dividend cut
appeared there on the Dow Jones Ticker Service. When the news was
made public the exchange snspended trading in Curtiss-Wiight stock
because of the large number of sell orders and when trading 1esumc-d
the price was 1pproxunately $3.75 per share Jower.

w0 Alexgnder Reid & Oo., Inc., Securities Exchange Act Release No. 6727 (Feb, 8,1962) ;
Fred L. Carvelho, dolng business as Capital Investment Co., SBecurities Exchange Act
Release No. 6741 (Feb. 21, 1062) ; Johnaton & Co., Becurities Exchange Act Release No,
6760 (Mar. 22, 1062) ;: Brown, Barton & Engel, Securities Exchange Act Release No. 6821
(June 8, 1962) ; and Smythe Bowers, Hilliard & Co., Inc., Securitics Exchange Act Relense
No. 6831 (Jum: 20, 1962). The U.8. Court of.Appeale for the Third Circuit, subsequent
to the end of the fiscal year, denled a motion of Brown, Barton & Engel to stay - the
effectiveness of the suspension order pending determination of an appeal from that
order.  {C.A, 3. Clvil No. 14,080.)

6t Broton, Berton & Engel, Securities Exchange Act Release No. 6751 (Mar. 9 1962).

52 Goeurities Bxchange Act Release No. 8648 (Oct. 9, 1861).

53 Sacurities Exchapge Act Release No. 6652 (Oct, 10, 1961},

5 Secnrities Exchange Act Releage No. 6700 (Jan. 5, 1962).

s Securlties Bxchange Act Release No, 8703 (Jan. 8, 1962},

& Securities Exchange Act Release No. 6733 (Feb, 14, 1062).

57 Securities Exchange Act Release No. 6668 (Nov. 8, 18681).
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The Commission held that under the circumstances Gintel’s con-
duct operated as'a fraud and deceit upon the purchasers from his
customers’ accounts and constituted a wiliful 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
lcnown 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 selling the securities without
disclosure, and that by 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 nction 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 Gintel’s sales after receiving the news
were in contrast to his previous moderate rate of sales of Curtiss-
Wright stock; and that he allocated short sales to his wife’s nccount
and to the sccount of a customer with whom he had had no prior
dealings, The Commission ruled that although Gintel occupied a
fiduciary relationship to his customers, that relationship could not
justify his nse of inside information at the expense of the general
public. 'With respect to the argument that a disclosure requnivement
applicable to exchange transactions would present substantial practi-
cal difficulties, the Commission stated that such problems are easily
avoided where, as here, all the registered 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.found
that there was no evidence of a preconceived plan to *leak” the ad-
vance information, that Gintel had acted spontaneously, and that
registrant had had no opportunity to prevent the transactions,

Net Capital Rule :

The basic purpose of Rule 15(;3—1,, promulmted by the Commission
under Section 15(c)(3) of the Exchange Act, is to safeguard funds
and securities of customers dealing with registeled broker-dealers.
This rule, commonly known as the net capital rule, limits the amount
of 1ndebtedneSs which may be incurred by a br o]\e1 dealer in relation
to its capital. Tt provides that the “aggregate indebtedness” of a
broker-dealer may not exceed 20 times the amount of its “net capital”
ag computed under the rule.
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- If it appears from an examination of ithe 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 normally
notifies the broker-dealer of the deficiency and affords an opportunity
for complianee. Unless the capital situation is promptly remedied,
injunctive action may be taken by the Commission and in addition
proceedings may be instituted to revoke the broker-dealer’s registra-
tion, During the past fiscal year, violations of the 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 issuers and
customers of the broker-dealer, the Commission’s staff carefully 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 under-
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 met capital rule by any
participating underwriter. A participant found fo be madequate]y

capitalized to take down his commitment is notified and given an
opportunity to adjust his financial position to meet the requlrements
of the rule without reducing his ¢ommitments. 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, X :

Financial Statements

Rule 1785 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 Iimited 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 transmiited 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 evaluaté
the financial position and responsibility of brolker-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 -
the number of such inspeétions 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 the 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 the types of infractions uncovered by the
Jnr;pectlon program during the fiscal year:

Type . Number of brokers
Financial difficulties .. __ e - ot —— 24
Hypothecation rules________________________ - S - 15
Unreasonable prices in securities purchases and sales____.______.___.__ 188
Regulation T of the Federal Reserve Board.. - P 181
“Secret proflt”___ S —_ - S — 6
Confirmation and bookkeeping rules_______________ e r——— 889
Other e e e 315

Total indicated violations_______ . ____ 1, 798

The National Association of Securities Dealers, Inc., and the
principal stock exchangeés also conduct inspections 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 and the
Commission’s regulations. These other inspection programs, however,
do afford added protection to the public. The Commission and cer-
tain other inspecting agencies coordinate 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 Stoeck
Exchange, the Pittsburgh. Stock Exchange, and the National Associa-
tion of Securities Dealers, Ine. : o

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

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-
soclations. ~'The rules of such associations must be designed to promote
just and equitable principles of trade, to prevent fraudulent and ma.-.
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nipulative ucts and practices and to meet other statutory require-
ments. Such associations are essentially diseiplinary in purpose and
serve as a medium- for the cooperative self-regulation of over-the-
wounter brokers and dealers. They operate under the general suo-
pervision of this Commission which is authorized to review diseipli-
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, Inec. (NASD)

is the only Association registered under the Act,

In adopting leglslatlon permitting the formation and registration
of such associations, Congress provided an incentive to membership
by permitting such associations to adopt rules which preclude a memi-
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
and’ similar allowances only to other members. Loss or denial of
membership due to expulsion or suspension’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 ecoriomic
sanction.

Membership in the NASD reached an all t1me month-end hlgh of
4,925 at June 30, 1962. During the year net membership increased. by
314, 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 rereg-
istrations and 32,159 termmatlons of registrations, .

NASD Dlsc:plmary Actions _

"The Commission receives from the NASD Summanes of declslons
in all disciplinary actions against members., Each such dction
must be based on allegations that a member has violated specified pro-
visions of the NASD Rules of Fair Practice, although registered
representatives of members and persons contro]]mrr or controlled by
members may also be cited for having been the cause of a violation.

Where violations are found one or more of the available sanctions
may be imposed. These include expulsion or suspension from member-
ship, revocation or suspension of registration as.a registered rep-
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regentative, fine and censure. An individual may also be found to
have been the cause of a violation and of the penalty imposed on an-
other party for such violation. Such a cause finding can have far-
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
suspension 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, 2 finding that
the unregistered person was 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 imposed
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, censuras is customarily added. '
" All decisions by district. business conduct committees of the NASD
are reviewable by the NASD board of governors on its ewn 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
final disposition of 411 disciplinary complaint actions against 368
different member firms and 196 registered representatives.®® With re-
spect to 49 members and 26 representatives, complaints were dismissed
on.the basis of findings that the allegations had not been sustained.
Violations were found, and some penalty was imposed, with respect to
362 members and 170 representatives.

The maximum penalty of expulsion: from membershlp was 1mposed
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 sub]ected to-fines were
usually also censured.

. Registered representatives found in violation of Association rules
were also subjected to a wide variety of sanctions, The registrations
of T4 representatives were roevoked and 19 were suspended for periods
ranging from 15 days to 2'years. Nine representatwes were found to

58 A total of 34 members was invelved in 2 reported caaes each; 3 were tnvolved In 3;
and 1 was involved In 4. |
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have been causes of penalties imposed on their firms. Fines ranging
from $50 to-$5,000 were imposed on 83 representatives, including 5
whose registrations were suspended and % whose registrations were
revoked. Censure was the only penalty imposed on 49 representatlves
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 bona fide public offering of
securities acquired for distribution is in violation of the NASD Rules
of Fair Practice.®® 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 respendents in only 9 “free-riding” cases. In 1 such
case, 13 representatives were named, 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
1lso suspended for periods ranging from 30 days to 6 months.

Commission Review of NASD Action on Membership

Section 15A (b) of the 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 sugpended or expelled from Associa-
tion membership or from a national securities excharige, or whose
registration as a registeréd 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

® See First Oalifornia Compary, infre, p. T8.
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broker-dealer, however, may file an application directly with the Com-
mission either- with or without Association sponsorship. The Com-
mission_reviews the record and documents filed in support of the
application and, whers 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
penduvratﬂuayewrend

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

In remanding to the NASD, for further consideration, an appliea-
tion by the Association for approval of the continuance of a firm in
membership while employing V. Sims Organ, the Commission stated,
in an opinion written by Chairman Cary, that such an application

numtbe“eﬁﬂmdintheﬁghtofourbaﬁcobﬁmﬁveofraﬁhugmnnd-
ards in the securities industry.”

In March 1961, the Commission had revoked the broker-dealer
registration of a firm of which Organ was p1e51dent because of
Organ’s “frandulent conduct” in the sale of Continental Mining Ex-
plovation stock in 1958, while he was employed by J. H. Lederer Co.,
Ine., whose registr atlon Had been revoked in December 1958, Organ
lmd represented among other things, that the Continental StO(,]\
would be a “txemendous 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 proceeding, Organ, in direct contradiction
of the other evidence developed, had testified under oath that he did
not make sales across the border to U. S 1m estors, and the Chairmun
of the Ontario Commission had stated, “. . . his attempt to mislead
the Commission when under oath, f'ur]'y 111(110'1fes the type of repre-
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 question, the NASD took into consideration the fact (among
others) that he would be subject to effective supervisory controls by

" o Securitles Exchange Act Releases ,\Ioa ga04 (July 28, 1961) ; 6610 (Angust 2, 1961}
6707 (January 11, 1982) ; 8766 (March 27, 1962) 6783 (April 18, 1942) ; and 4808 (May
15, 1962).
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the new employer. In view of the basic objective of improving
standards, the Commission asked: “Would approval now give proper
recogmition’ to the nature of his violations? If standards are to be
raised, ean fraud once painfully established through extended pro-
ceedings be so swiftly ignored 2 In remanding this case, the Commis-
sion stated that there should be a “penetrating review” of ‘the
etnployee’s history by the prospective employer, the NASD and the
Commission, and that the nature and activities of the firms with which
he was associated could properly be taken into account in evalua,tlnw
his training, experience and character.®-

The other remanded case concerned an application filed by the
Association seeking approval of the continnance of a member firm in
NASD membership while employing £ dgwr R.D’Abreasa controlled
person.

D7Abre’s registration with the NASD as a regisiered representative
of another firm was revoked by the NASD in March 1961, because of
certain irregularities, including “free-riding” and the “manufacture”
of fictitions accounts and records in an effort to deceive his former
employer and to conceal violations of NASD rules. “If we accept,
as the NASD apparently did,” the Commission stated, “the correctness
of the original findings of the District Business Conduct Committee,
it ‘would follow that, insofar as the records reveal, D’Abre has never
been candid with his former employer, his prospective employer, or
the NASD. A securities firm must rely to a considerable extent on the
wﬂlmcrneSS of responsible eémployees to disclose their activities
acenrately and forthrightly, if it is to properly discharge its important -
responsibilities of supervision. Tf D’Abre is unwilling to make such
disclosures, even now, then it would appear doubtful that he fully
appreciates 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 app]ication.?’ 8z

Commission Review of NASD Disciplinary Action °

Section 15A(g) of the Act provides that disciplinary actlons by the
NASD are subject to review by the Commission on its own motion or
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 in any matter which

o Securities Exchange Act Release No, 6798 (May 4, 1062). . . - D
' Becuritles Exchange Act Release No. 8817 (June 8, 1962},
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comes before the Commission for review. Section 15A (h) of the Act
defines the scope of the Commlssmn s review in proceedings to review
disciplinary action of the NASD. If the Commission finds that the
disciplined person engaged in -such acts or practices, or has omitted
such, acts, as 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 designated in the determination, and that such conduct
was 1ncon315tent with just and equitable pr. mmples of trade, the Com-
mission must dismiss such pmceedmws 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
cases were pending before the Commission. During the year 9 addi-
tional such petitions were filed, and decisions were issued in 9 cases,
certain of which are discussed below, 1eav1n0 15 petitions pending at
the year end.

- The Commission sustained disciplinary action by the NASD against
First California Company. The NASD had found that Fn'st Cali-
fornia had violated the Rules of Fair 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 NASD had fined the company $500 and assessed
costs 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 shaves on May 7, 1959, and on that day sold 400 shares. at the
$15 offering price to its Employces 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 1914 and on the following day
the high bid was 2014, 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
1514 and 1534, 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 stock sold to the Plan,
representing 26.6 percent of the 1,500-share allotment; was dispropor-
tionate to that sold to public investors. Thus, the sale was held 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 a bona 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 participation 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
investments or other) in disproportionate amounts, as opposed to
allotments to the publie, would hardly indicate a genuine effort to sell
such participation to public investors. Consideration should be given
to the foérness 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 basie requirement under the NASD’s “free-
riding” interpretation that a dona 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 withhelding, 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.”

Tha 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 Jeast $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.®® It

3 Securlties Exchange Act Release No. 6586 (July €, 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 that his
conduct was inconsistent with just and equitable principles of trade.
The viclation of NASD rules involved the maintenance by Zigman of
an account 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
abova 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.®*

™ Hecurities Exchange Act Helense No. 8701 (January 5, 1862).



PART VI

ADMINISTRATION OF THE PUBLIC UTILITY HOLDING
. -COMPANY ACT OF 1935

In admmlstermg the Public Utlhty Holdmg Company Act of 1935
the Commission regulates interstate public-utility holdlng company
systems engaged in the electric utility business and/or.in the retail
distribution- of ‘gas. The Commission’s jurisdiction also extends to
natural gas pipeline companies and other nonutlhty companies which
are subsidiaries of registered holding companies. Although the 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
prmclpal regulatory areas. The first covers those provisions of the
Act, contained principally in Section ll(b)(l), which require the
physical integration of public utility companies and functlonally re-
lated properties of holdlng company systems and those provisions,
contained principally in Section 11(b}) (2}, which require the simpli-
fication of intercorporate relationships and: financial structures of
holding company systems. The second covers the financing opera-'
tions of registered holding companies and their subsidiaries, the'
acquisition and disposition of securities and properties, and certain
accounting practices, servicing arrangements and intercompany
transactions. The third includes the exemptive provisions of the Aect,
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 second such
affiliation. Matters embraced within this area of regulation 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
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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
therete. (Questions are raised with and probiems are presented to the
staff daily. These include questions raised by security holders and
problems presented by-companies contefnplating transactions requir-
ing the filing of an application or declaration, particularly financing
operations and the acquisition and disposition of securities and prop-
erties. This day-to-day activity includes preﬁlmg discussions and
conferences, in person and by telephone; with company representa-
tives and ‘with other persons where the matter under consideration’
affects their interest. Members of the staff of this Division’ actively’
participate in hearings and often aid the Commission in the prepara-
tion of its decision on a particular matter. The staff continually 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 technical developments in the electric and
gas industry, including the use of atomic energy as o source of power.,

COMPOSITION OF REGISTERED HOLDING COMPANY SYSTEMS ‘

At the close of the fiscal year there were 25 holdmg companles
reglstered under the Act. Of these, 19 are included in the 17 remain-
ing active registered holding compqny systems, two of which each
have one subsidiary holding eompany.® In these 17 active syétems,
thers are 90 electric and/or gas ut1]1ty subsidiaries, 40 nonutlhty
subsidiaries and 13 inactive companies, totaling 162 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 active systems as of June 30, 1962, and their aggregate assets,
less valuation reserves, as of December 31, 1961, which amounted ‘to:
$11,788,576,000:

1 Reglstered holding companles excluded from the actlve Ust are: C. E. Burlingame
Corp.; Colonlal Ttilltles Corp.; British American Utitltles Corp.; Klozua Ol & Gas
Corp. and its subholding company, Northwestern Pennsylvania Gas Corp.; and Standard
Gas & Electrie Co, :
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Glassiﬁcatibn ‘of companies as 63‘ June 30, 1968

Solely | Repis- |Electric Aggregate
regls- | tered §andfor] Non- { Inae- aystom
. tered [holding-| pas | utility | tlve | Total | assets, less
System holding) operat- | utility |subsid-| c¢om- | com- | valuation
. cam- ing jsubsid- | {arics | panies | panies | reserves at
panles | com- | larles Dec. 31,1961!
panles . |(thousands}
1. Allegheny Tower Systom, The...___.. 1 1 13 5 2 22 5604, 07
2, Ameriean Electric Power Co,, Inc.... 1 0 12 8 2 23 1, 561, 1iC
3., Ameriean MNatural Qas Co_______._... 1 0 2 5 (i} 8 905, TI4
4, 1 1 4 1 1 8 767, 081
5. 1 0 11 8 2 prd 1, 287, 32¢
6. o1 [1} 4 3 0 8 B12, 184
T. 0 1 2 0 1] 3 210, 404
8. Eastern Utllitics Associntes. 1 1] 5 0 2 8 112, 764
9. Qeneral Prblic' Utilitles Corp.__. 1 [i] [} 3 "D 10 9886, 456
10. Granite Clty Generating Co, (Vot
o 117 ) . e 1 0 0 1} 0 -1 1397
11. Middle Seuth Utilitles, Inc.. 1 1} 5 0 3 9 828, 204
12, Natlonal Fuel Gas Co...—_...._ 1 0 4 B 0 19 224, 268
13, New England Electric System._. 1 0 7 1 ) 19 §50, 6571
14, Ohlo Edisan Co_ . __..____ 0 i 3 0 0 4 708, 753
15. Philadelphia Electrie Power Co 0 1 1 [1] 1 3 39, 385
16, Scuthern Co., The_____ ... .. 1 0 5 2 Q 8 1,497,313
17. Utah Power & Light Co._______.._. 0 1 b 0 0 3 270, 280
Bubtotals o 13 ] 48 41 13 169 | 11, 464,370
Less: Adjustment o ellminate duplica-
tion in count resulting from 3 eompan-
** leg being subsidiarles In 2 systems and
2 eompanies heing subsidlarles in 3 . .
systerms. 3 ____ T emamn e [} a —6 -1 V] [ A I,
Add: Adjustment to include tlic assets . )
of these § jointly owned subsidiaries and
to remnove the parent companies' in- .
vestments therein which are Ineluded
in the system assots above. .. _..o..|oo. eef e e el 324,208
. Total companies and asscts in . .
actlve systems_____....___ RSN - 13 6 90 40 13 162 11, 788, 576

1 Represents the consolidated assets, less valuatlon reserves, of each system as reportod to the Ceinimission
on Form TS8 for the year 1861, exce];v} as otherwise noted. )

1 Represents total net asset?, as of March 1, 1962, after dedueting estimated- reserves for miscellaneous
feeq and expenses in conneetlon with proposed liguidation of the voting irust.

3 These 5 companies are Reech Bottom Power Co.,Ine. and Windsor Power House Coal Co., which are
jndfrect subsidiaries of American Electric Power Co., Inc, and Allegheny Power System, Inc.; Ohic Valley
Electric Corp, and its subsidiary, Indisna-Kentucky Eleetric Corp. which are owned 37.4 percent by Amer-
fcon Electric Power Co,, Ing,, 18,5 per¢ent, by Ohlo Kdlson Co., 12,8 percent by Allegheny I'ower System,
Ine., and 33.2 percent by other companies; and The Arklahoma Corp,, which 1s ewned 32 pereont by Central
and South West Clorp. Systom, 34 percent by Middle South Utilitles, Ine. system an&x 34 percent by an
electric uiflity company not associated with a reglstered system, .

The largest number of companies subject to the Act as components
of registered holding company systems at any one 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 ot
another during the period from June 15, 1938, to June 30, 1962.
Included 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
ag separate 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 above-mentioned 2,285 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 longer
subject to the Act as components of registered systems. The balance
of 1,307 companies consists of 783 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 companiés.

SECTION 11 MATTERS AND OTHER SIGNIFICANT DEVELOPMENTS
IN ACTIVE REGISTERED HOLDING COMPANY SYSTEMS

Sectlon 11 Matters

At the close of fiscal year 1961, there was pendmg before the Com-
mission a plan filed by Middle South Utilities, Inc. under Section
11(e) providing for the exchange of its common 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 earried out by a Federal Court.?

Also at the close of the previous fiseal 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 Commis-
sion approved the plan? and in April 1962, an order was entered by
a Federal court enforcing the plan.t

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 expénses, 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 * and in December 1962 it was ordered enforced and carried out
T 3 Holding Company Act Releate No. 14533 (October 19, 1961), enforced by order ‘of
District Court, E.I), La,, December 1, 198E (Clv. No. 11646).

# Holding Compauy Act Release No, 14575.

+ W.D. Pa., Civ. No. 62-140.
§ Holding Company Act Release No. 14739 (November 5, 1962).
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by a Federal court.® Prior proceedings in this matter are reported
at page 110 of the 27th Annual Report. ‘

‘During the fiseal year C. E. Burlingame Corporation, a reglstemd
holding company, filed a plan of dissolution purusant to Section
11(e) of the Act. Subsequent to'the close of the fiscal year, the
Commission approved the plan and issued .an order: under Section

5(d) declaring that Burlingame would cease to be o holding. compa.ny
and that its registration would 1o longer be in eﬁ'ect upon the-con-
summation of specified transactions.’ ‘ o

Just before the close of the fiscal year, Eastern Utilities Assocmtes
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 & Electrie Co. and the shareholders of-
Eastern Utilities Associates. This is the final step to be taken to-
divest the gas- properties from the Systém. . Prior proceedmgs are’
discussed at page 109 of the 27th Annual Report.

'OnF ebruary 20, 1958, the Commission issued its Findings, Oplmon
and Order pursuant to Sectmn 11(b) (1) permitting the retention of -
all of the New England Electric System’s electric properties.® . Juris--
diction was reserved o consider at later hearings the retainability
of the gas properties. During the present fiscal year briefs were
filed and exchanged by New England Electric System and the Com-
mission’s Division of Corporate Regulation. Oral argument was
heard by the Commission on June 12 1962, and at the close of the
fiscal year the matter was under adwsement

There exists a problem under Section 11(b)(1) in the Middle
South Utilities system relating to the retainability of gas and trans-
portation properties together with electric properties by New OIIe'Ln's
Publlc Service Inc. On March 21 and 22, 1962, two bills were intro-
duced in the Congress (H.R. 10872 and HR 10898 87th Cong., 2d;
Sess.) which provided generally that no law of the,Umted States
shall be held to require or. to authorize any department or agéncy
of the Federal Government to require New Orleans Public Service
Ine. to divest itself of control of, or any 1nterests in, its facilities for
the transportation of passengers and the dlstrlbutlon 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 Commission.?

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

¢ §.D. Ill, Clvii Action No. 3234,

T Holding Company Act Release No. 14676 {July 30, 1962).

g8 8.E.C. 193.

? No further action was taken during this fiscal year with regpect to certain Seetion 11(b)
problems of several other registered holding company syeterns 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.'* Hearings were held
with respect to the remaining fees and expenses, briefs were filed, and
the Commission heard oral argument. At the close 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 public utility holding company system consti-
tutes an inequitable distribution of voting power within the meaning of
Section 11(b)(2). Such minority interests have been eliminated in
several systems by plans filed under Section 11{e). There still remain
several dystems 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. Asnoted above, the retainability
of the gas properties is nnder 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,®

On January 3, 1962, the Commission 1pproved the proposed acquisi-
tion by General Publzc 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 its entire holdings of securities in Manila
Electric Company to Philippine private interests.’* ‘As a result, thé
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 issuance and sale of 872,786 of its common shares pur-
suant to a rights oﬂ'ermg on the basis of one new share for each 15

mHolding Company Act Release No. 14551, For the previous history of the proceeding,
see the Commission's 27th Annual Report, p‘uge 107, and the 26th Annpusl Report at pages
184-135.

I Holding Company Act Release No. 14615,

17 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,’* 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 unsubseribed 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 underwmtmg, which
the Commission authorized.’* Subseriptions were recelved 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.* 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 HOLDING
COMPANIES AND THEIR SUBSIDIARIES

" During the fiscal year 1962, 11 of the active registered holding
company systems issued and sold for cash, by publie distribution or
directly to stockholders, 17 issues of long-term debt and capital stocks
. aggregating $295 million ** pursuant to authorizations granted by
the Commission under Sections 6 and 7 of the Act” All of the
financing in 1962 was for the purpose of raising additional capital,
except that in one case a portion of 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 submdmnes
during 1962:

12 Holding Company Act Release No. 14639 (May 16, 1962),

i Holdlng Company Act Releage No. 14653 {June 14, 1862).

% Holding Company Act Release No. 14678 (Aupust 3, 1962)..

10 Dollar amounts of all securities are computed at gross proceeds (the amounts paid for
the securities by Investers).

U The systems which did not sell stock or long- term debt securities to the public are:
Central & South West Corp.; Delaware Power & Light Co.; General Publie Uiilitles Corp.;
Granite City Generating Co.; Natlonal Fuel Gas Co.; Ohio Edison Co.; and Philadelphm
Electrlc Power Co.
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!-Seeurities. issued and sold for cesh to the public eand finoncial institultions by
actwe registered holding companies and me:r subsidiaries, flscal year 196‘2

[In mmlons]

tiy L

Helding company system - Co Bond;i '

' Deben- Preferred |- Common
tures stack. stock

Alleghieny Power 3ystem, Ine.: 'West Penn Power Co__.
American_ Electric Power Co., Ing,: Appulnuhian
Power Co o mcceeoClaoeooon
American Watural Gas Co.: Muwaukes Gas nght. Co.
Columbia Gas Sysiem, Ine_..____ . _________.__
Consolidated Natural Gas Co
. Enstern Utilities Assotiates: Brockton Edison Co.__._.
Middle Bouth Utilities, Ine.: New Orleans. Public
Berviee Ime____ . i .
New England Elseiric Syste
' New England Power Co
Southern Co., The:
Alabams Power Co_. ..
Georgia Power Co....-
. Mississippi Fower Co
Union Eleciric Co.o. ...

« Thesa securltles wore sold on July 25, 1061, at which tlime Union Electric Co. was subject to the Act as
a registered holding company. On Apr 2, 1952 the Commmission granted the company an exemption

from the provisions of the Act pursuant to "Section 3(a)(2) thereof,
14615

The table does not include securities issued and sold by subsidiaries

Holding Company Act Release No.

. to their respective parent holding companies, issuance of short-term

. notes to banks, portfolio sales by any of the system companies, or
) securities issued for stock or assets of non-sffiliated companies. These
issuances and sales also required authorization by the Commission
except.in the case of the issuance of notes having a maturity of less
than 9 months where the aggregate amount does not'exceed 5% of the .
_total capitalization of the company. The issuance of such secumtles
1s exempt by the provisions of Sectlon 6(b) of the Act. '

Competitive Bidding

All of the 17 issnes of securitics sold for cash in 1962, as shown in
the preceding table, were offered for competitive bidding pursnant to
the requirements of Rule 50 promulgated under the Act, although one
of such issues ultimately was sold by other means.’®

As described at pages 109-110-of the 27th Annual Report V‘tl]ey
Gas Company was organized for the purpose of acquiring and operat-
ing the gas properties formerly owned by Blackstone Valley Gas and

. .Electric Company, ‘a subsidiary of Eastern Utilities Associates, a
" ‘registered holding company. In paymentfor.the gas properties,
Valley issued $4.5 million of its first mortgage bonds and $1.5 million
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 Epgland Electrle Syatem as to

which gee papge B6-8T, supre.
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requirements of Rule 50 with respect to any subsequent sale by Black-
stone of the first mortgage bonds and Iong term notes of Valley and
reserved jurisdiction with respect to the prices to be received and the
other terms and provisions of the first mortgage bonds and long—term
promissory notes of Valley.”* During fiscal year 1962, the Commis-
sion released the jurisdietion formerly reserved and the securities
were sold to institutiona] investors.=

During the period from May 7, 1941, the e fective date of, Rule 50,
to June 30, 1962, o total of 839 .issues of securities with aggregate
saleg value of $12 300 million were sold at competitive bidding under
the rule. These totals compare with 231 issues of securities with an'
aggregate sales value of $2,371 million which have been sold pur suant
to orders of the Commission granting exceptions from the competitive
bidding requirements of the rule under paragraph (a)(5) thereof.*:
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 issues
with ‘a value of $483 million were portfolio sales. Of the 126 issues
sold by issuers, 70 were in amounts of from $1 million to $5 million.
and @ bond issues were in excess of $100 million each,?*

' PROTECTIVE PROVISIONS OF FIRST MORTGAGE BONDS AND
PREFERRED STOCKS OF PUBLIC UTILITY COMPANIES

. Statements of policy were adopted by the Commission in 1956,
codifying the standards to which provisions covering first mortgage.
bonds and preferred stocks issued under the Act must conform for the
protection of investors in such securities.® Prior to 1956 these
standards had been established by the Commission 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 codified standards of the respective.
statements of policy. Such conformity has been uniformly required
except where, in particular circumstances, deviations from the state-
ments of policy are clearly justiﬁed %

w Hulding Company Act Release No. 14266 (Aug 10, 1960)

2 Holding Company Act Relense No. 14485 (July 24, 1961).

n Paragraph (a) (5) of Rule 50 provides for exception from the competttive bidding re-
quirements of the rule where the Commission finds sueh bidding is not neceasary Or appro-
priate under the particular clrcumstances of the individunl case. _,

% Oblo Valley Electric Corp., a $360 million fssue of bonds. and United Gus Corp, a
$118 milllon tssue, )

% Holding Company Act Releases Nog. 13105 (Ieb, 186, 1953) and 13106 {IFeb, 16 1956)
28 to first mortgage bonds and preferred stocks, respectively.

# The application of the statements of policy to fillngs through June 30, 1961, ls dis-
cussed in the Z3d, 24th, 25th, 26th and 27th Annual Reports af pp. 141-1£3, 128181,
137-141, 148-151 and 123-126, reapectively.
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During the fiscal year, applications or declarations were filed by
public utility companies subject to the Act with réspect 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 mor tg'!,ge bonds requires,
among other things, that dividends or other distributions to common
stockholders be limited so as to preserve an “equity cushion” beneath
the claims of the bondholders. This requirement was adequﬂ,tely
prcmded for in the existing indentures covering three of the nine
bond issues filed 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 mortgaged
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 underlymg security. This
requirement, in substance, obligates the issuing company to provide
for new property Edeltl()ﬂS (or, alternatwely, to deposit cash or out-
standing bonds with the truqtee) in an amount which over the
estimated useful life of the mortgaged depreciable property, will
maintain the original bock cost of the mortgaged property. The
statement. of policy requires that the mortgage indenture express the
pertodic renewal and replacement obligation as a percentage of the
book cost of the mortgaged depreciable property, but where existing
indentures express the provision on some other basis’ (usunlly, as a
percent of operating revenues) such alternate provision is permitted
to remain unchanged 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 statement 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 & percentage
of depreciable property deemed adequate by the Commission: The
indentures covering the other three bond issues expressed the pro-
vision as a percentage of revenues which the Commission found
afforded no less protection to the bondholders than that which would
be afforded on an appropriate percent-of-proper ty basis,

With respect to the three preferred stock issues a,ggreg‘ltmg'
$23,000,000 as to which applications or. declarations were filed during -
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the fiscal year, all had charter provisions in substantial conformity
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.”® An exception was allowed in the case of Valley
Gas Company, a new company organized for the purpose of facilitat-
iing 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-
migsion 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
issuance of other debt securities bearing a lower interest rate, the com-
pany would be required to pay higher redemption premiums than
customary under the Commission’s usual standards, but that following
such five-year period the bonds would be freely refundable by the
company .upon payment of the normal lower scale of redemption
-premiums. '

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 summary 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

© 'S The significenee of the refundlng privilege, both as a matfer of conformity with the
standards of the Act and as 8 matter of practiesl finance, wae discussed at gome length
tn the 24th Annunal Report, at pp. 130-131.

2 Holding Company Act Release No. 14485 (July 24, 1961).
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for a period of five yedars, and that one being nonrefundable for a
period of seven years—numbered 88 and totaled $2,802 million prin-
.cipal amount, The number of refundable issues thus represented 75.6
percent of the total number of issues, while, in terms of prmmpal
amount, the refundable issues accounted for 64.3 percent.?’

The Welghted 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.®® With respect to the siccess 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
7.0 percent of the nonrefundable ones were successful® In terms of
principal amount, 70.8 percent of the refundable issues were success-
ful, while 65.4 percent of the nonrefundable ones were successful.®
Iixtension 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 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?® These statistics developed in respect
of the two groups of bond issnes 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

% During flscal year 1962, a total of 51 bond issuen was offered, aggregating $1,275.5
million prineipal amount, consisting of 33 refundnble issues totaling $602.5 miilion and
18 donfefundable 1ssues tohling $672 million. The niamber of refundable {zsues repreeented
64.7 percent of all the 1ssues,  while, in terms of principal amount, the refundable 1ssues
aceounted for 47.2 percent.

2 Dyring fiseal year 1962, the welghted average number of bids was 4.58 on the retund-
ables and 4.11 on the nonrefundables, while the median number of bids was 4 on both the
refundables and nonrefundables.

2 Dyuring fiscal year 1962, 69.7 percent of the refundable Issues were successtul. a8 agalnst
§5.6 percent for the nonrefundables.

#Dring the fiscal year 1082, 1o terms of principal amount, 70.8 percent of the refund-
ables were successful, as against 81.7 percent for the nonrefundablen,

8 During fiscal year 1862, the applicable percentages were 92.1 percent for the refund-
ables and 76.0 percent for the nonrefundables.
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value 6.40% preferred stock at $108.80 per share and accrited divi--
dends at o cost to call of 5.88%, and which had been sold in December
1957. If the 6.40% preferred stock had been nonredeemable for &~
five-year period, the company w ould have been unable to effectuate the-
rfefinancing.

“In the 27th Annual Report, at page 126, refere.nce was made to a’
- (,omprehenswe study of redemption provisions of corporate bords:
being condicted at the Wharton School of Finance and Commerce of |
the University of Pennsylvania. The final results of this study were
publicly released by the Wharton School during fiscal year 1962.%
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 theWharton School not to have been material—
at léast when measured against the advantage to the issuer of being
able to.refund its bonds at any time. The Commission considers 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 not
provide the issuer with a reduction in interest cost even approximating
what one might reasonably expect as being the financial equivalent of
a refunding restriction.®.

OTHER MATTERS
Re’q’ue.st for Declaratory Order

- Pacific Northwest Power: Company 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
within the meaning of Section 2(a)(3) of the Act. Pacific North-
west’s common stock is owned equally by Pacific Power and Light
Company, Montana Power Company, Washington Water Power

32 Bep Arleigh P. Hess, Jr. and Willis J. Winn, THE VALUE OF THE CALL PRIVI-
LEGE (Unlversity of Pennsylvanis), 1962. Members of the Advisgry Committee of the
" gtudy included o staff member of the Commission, a staff member of the Federal Fower
Commission, representatives of insurance companieg, banks which administer pension
trusts funds, and investment Lonklng firms, and several members of the faculty of the
University of Pennsylvania,

® fd,, 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 order, 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
go-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 of bottled gas companies which previously. were operated
1ndependent]}r 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 nonutility 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
petro]eum 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 “holding.
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 oceurring in bottled

gas systems. Where changes ‘of ‘the kind described have been
observed, the staff has sought to assure that the parent company
either reglsters under the Act or applies for an exemption from the
Act, if available. .



PART VI

PARTICIPATION OF THE COMMISSION IN CORPORATE RE.-
ORGANIZATICNS UNDER CHAPTER X OF THE BANKRUPTCY
ACT : :

The Commission’s role under Chapter X of the Bankruptey Aect,
which provides a procedure for reorganizing corporations in the
United States district courts, differs from that under the various other
statutes which it administers. The Commission 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. '

Wherte 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 Commission has no authorify to veto or require the
adoption 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 New 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 regional 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. ‘

o 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, the Commission actively partici-

pated in 64 reorganization proceedings involving 101 companies {64
‘I)I‘IIICIP&I debtor corporations and 87 subsidiaries of those debtors).!
-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;
. each in Illinois and California; 4 each in Maryland, Kentucky and
_North Carolina; 3 each in Colomdo Oklahoma, Florida and Texas;
2 each in Pennsylvania, Michigan and Nequa, and 1 each in Wash-
ington, Towa, Virginia, Ka,ns'xs Georgia, New Jersey, Louisiana,
Wyoming, ,Indmnm Mississippi, Montana, 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 snch varied businesses as
o deluxe resort hotel, real estate development, fertilizer plant, automao-
bile race -track, _retail discount. stores,. farmers cooperative, cement
manufacturing, chain food stores, heavy construction contracting,
mining, real estate and mortgage investment and machine products
. manufacturing. : o
 Proccedings involving 5 principal debtor corporations were closed
durmg the year. . At'theend of the year, the Commission was actwely
_ partlclpmtmg in 59 reorrramzatmn proceedings involving 95 companies.
" The Commission has not considered it necessary or "l.ppl‘OpI‘l'Lte to
participate in every Chapter X case. Apart from the excessive ad-
ministrative burden, many of the cases involve only trade or bank
ereditors and few pubhc investors. The Commission seeks to partici-
" pate principally in those proceedings in which a substantial public
' mvestm interest is mvolved However, the Commission’ may "also
participate becanse an unfair plan has been or is about to be proposed,
the piblic security holders are not ‘tdeqmte]y represented, the reor-
gaiiization proceedmgs are being.conducted in vielation of important
i prowsmns of the Act, the facts indicate that the Commission can per-
“form_ a useful servwe, or the judge asks the Commlssmn to
participate.

T Appendix table 12 containg o complete Iist of reorganization proceediugs in which the
Commission participated during the fiscal year ended June 80, 1962,
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PROCEDURAL AND ADMINISTRATIVE MATTERS

‘When 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 intelpret'ttions of the statutory reguirements to encourage uni-
formity in the construction of Chapter X and the procedures there-
under.

In Cal-West Aviation, Ine.,* the Court appointed as co-trustee the
president of the debtor WhO was also a stockholder and director.
After he was advised t.h‘lt he was disqualified from serving as such
under Section 158(1) of Chapter X, he resigned but was retained as
general manager.

In Flora Sun Corporation, the Commission ob]ected to the reten-
tion of the “qdcht]orj.al 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 Sectlon
158(4) of the Bankruptey Act.

In Pickman Trust Deed Corporation,* investors who had aeqmred
notes and second deeds of trust through the debtor were classified by
the Court as creditors, each secured by the deed assigned and alloeated
to him. On this basis, the creditors sipported certain compromises
proposed by the trustee and approved by the Court® After the time
for appeal had run, the trustee sought to have investors with un-
recorded’ asswnments 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 funds
received from investors and held in separate accounts pending invest-
ment should be treated as trust funds rather than general assets.
Since there was'a deficiency in these accounts, the Court fixed the

manner of distribution by the adaptation of a formula approved by
Judge Learned Hand in /n re Schmidi’

In U.8. Durox Corp. of Colorade,” the District Court confirmed a
plan of reorganization providing for the liquidation of the debtor.
T}ie'highest-bidder, for all of the debtors’ assets was the Small Busi-
ness Administration, which bid the approximate amount of the bal-

2In the Matter of Cal-West Aviation, Inc. (N.D. Calif., No. 62708).

2 In the Matter of Flora Sun Corporation {S.D, Fla,, No, 55-62-Bk).

tIn the Maiter of Pickman Trust Deed Corporation (N.D. Calif,, No. 57460).
¥ See the discussion of this cnse in the 27th Annual Report, pp. 132-3.

B 258 Fed. 314 (B.D. N.Y_, 1925). .

1In the Matier of U.8, Durox Corp. of Colorado (D, Colo., No. 22805).

6721756—63——8
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ance of its first mortgage on the debtor’s assets. The Court adopted
the Commission’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.®

" 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 eclaims against 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 Texas Portland Cement Company,® a comprehensive investiga-
tion by the trustees, assisted by the Commission’s staff, led to a redue-
tion'in the 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 trustec.
In confirming the plan, the Court found that these directors had been
negligent “to the degree that it constitutes a breach of their fiduciary
duty in the management of the corporate affairs.’ 10

In Shawano Development Corporation,'' as the result of an investi-
. gation in which the staff of the Commission is participating, the
.trustee 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
$3,000,000.22 - In DePaul FEducational Aid Society,!® as previously
reported,’ both the Commission and the trustee urged that DePaul
University’s first mortgage ¢laim sheuld 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 advisbry reports
and one supplemental advisory report. Generally speaking, an advis-

8 (C.A. 10, No. 6349).

oIn the Matter of Texas Portlgnd Cement Gompaw (B.D,, Tex., No. 1606)
203 F. Bupp. 154, 162,

In the Motter of Shawano Development Corporation (D.C. Wyo., No. 3183)
12 Reynders v. Foremost Deiries, Inc., of ¢l. (8.D. Fla., No. 4892 Clv.-J).

B In the Matter of DePaul Fducationel Ald Society (N.D. Il.., No. 69 B 41)
1 27th Annual Report, p 133,
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ory report is prepared only in & case involving a ‘substantial public
investor interest and presentmg significant problems On occasion,
because of the exigencies of time or for-other reasons, no written
report 1s filed but, instead, Commission counsel is authorized to make
an oral or Wr‘itten presentation detailing the Commission’s views.

In Windermere Hotel Co.'® 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 sponsmed by a bondholder, ga.ve ‘the
bondholders the a]tematwe 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 in
cash plus $50 principal amount of new 5% 18-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 compfmy Nelther p]m accorded the stock-
holders any participation, _

The Commission concluded that both plans were fair, eqmtable and
feasible in their provision for cash payment to the bondholders but-
that the alternative proposals were not feasible, since no ceﬂmg was
placed upon the proposed debt of the reor ganlzed company and be-
cause of the failure of the proposals to provide adequately for the
payment of costs of administration and to include an undertaking by -
the respective sponsors to make the cash payment to bondholders. -
The proposal in the trustec’s plun to issue securities was found in the
advisory report to be unfair since it failed to classify separately the
bondholders, other than:the plan sponsor, for purposes of voting
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
the Shlensky plan was found to be unfair because of its failure to
indicate the terms of the new first mortgage indenture and to limit
the amount of debt securities of the reor gmmzed COMPALY.

The Shlensky plan, as amended, also proposed.a pubhc auction of
the debtor’s stock and guaranteed a bid which would give the bond-
holders $70 per $100 prmmpal amount of bonds. - The trustee’s plan
was amended to pr0v1de for a public auction of the debtor’s assets at .
a minimum upset price of $2,285,000. In its Supplemental Adwsory__
Report the Commission recommended that. the prospective bidders

% I'n the Matter of Windérnere Hotel do. (N.D, I1l., No. 80 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-
organized company, so that effective competitive condltlons could be
maintained. : e

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
topost a $2,000,000 bond. At the public auction sale the plan sponsor
acquired the debtor’s assets with a bid of $2,285,000,

An Texas Portland Cement Company,'® the Commission filed an ad-
visory report. recommending approval 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’ elaims
in full by cash and Alpha debentures, the remaining assets were to be
distributed to stockholders, other than those whose stock was to be
subordinated.'” 'The plan was confirmed by the Court. :

In TMT Trailer Ferry Ine.'® two plans for the reoro'amzatlon of”
the debtor, were found worthy of consideration by the Court, and sub-
1n1tted 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 ob]ectlon- :
able. In a2 memorandum, it was pointed out, infer alia, that the
evidence on valuation was not adequate to justify the exelusion 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 any allow-
ance from the estate for the services it renders, has sought to assist

8 In the Matter of Teres Portland Cement Company (E.D. Texa.s. No, 14068).
17 Bee the discussion of the subordination point at p. 98, supra.
8 In the Matter of TMT Trailer Ferry Inc. (8.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 alloeating compensation on the basis of
the claimants’ contributions to the administration of estates and the
formulation of plans. A summary of interesti'ng developments fol-
lows:

In Afason Mortgage & Investment C’orp ,*® 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 Chamber of Commerce of the City of Newa,r 2 g proceeding
in which the Commission was not participating, the Commlssmn was
granted permission to file 2 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 (Jhapter 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 debtors bonds
which his father had owncd The Commission urged, and the Court
agreed, that such sale was an absolute bar to compensatlon under
Section 249.

In Selected Investments Corporation,®™ an attorney who had repre-
sented 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,® requested an allowance of $35,000. The District
Court, in accordlmce with the Commission’s recommend-ltlons, 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, 2 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

" W In the Matter of Mason Mortgage & Inveslment Oorp ., et al.  (D.C. DC., Nos. 98- 80
through 101-60).

W fn the Matter of Chamber of Commerce of the City of Newark, Now J’ersey (D.C. N.J.
No. B-73-G0).

2w the Matier of Selected Invesiments Corporetion (W D. Ok%la,, No. 108580).

B The trustee eventually recovered a judgment 1o excess of $12,000,000. In additlom,
one of the cllents was convicted of a violatlon of Sectlon 17 of the Securities Act of 1433,
Kee Burna v, U.5,, 286 T, 2d 152 (C.A. 10, 1960),

# B, H. Carcy v. Selected Investment Corgoration (C.A. 10, No, 65804),
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the ground that all compensation wag 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 Corporation,® the Commission objected to the
application 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 provisions of Section 249 of the Act” and in
refusing to permit subrogation. ®

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 dutu“s if . . . it failed to advise the
-Distriet Court of what it believes to be the cor 1ect view of the facts and
law . . .” because.at an earlier stage in the proceedlng ‘it may have
expressed a different view.”

INTERVENTION IN CHAPTER XI PROCEEDINGS

“Chapter XI of the Bankruptey Act provides a procedure by which
debtors can effect arrangements with respect to their unsecured debts
under court supervision. 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 XT 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 X, or a creditors’ petition under Chapter X is filed.

% In the Matter of Inland Goes Corporation, et'al, {D. Ky., No, 980-B}),
= Green Commitice v, Williamaon, 309 F. 24 176 (C.A. 6, 1962).
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Daovega Stores Corporation filed a- petltlon for an arrangement :
under Chapter XTI of the Bankruptey Act in February 1962.2% 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 substantial operating losses and
had undergone several changes in management since 1959, and several
attempts had been made to effect a merger or other financial arrange-:
ments with outside interests. In March 1962, the Commission. filed
a motion under Seetion 328 to dismiss the Chapter XI petition, and
after lengthy hearings the motion was grantéd 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 Cal-West Aviation, Inc.,”” the debtor, which owns and operates
an airport and associa.ted facilities in San Mateo County, 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 XTI did not provide
adequate means for such a reorganization or proper safeguards for
the interests of the debtor’s 2,800 public investors. The debtor’s
amended Chapter X petition was thereafter approved by the Court.

Los Angeles Trust Deed & Mortgage Eaxchange *® 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 bankruptey 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 Mailter of Davege Storcs Corporation {8.D, N.Y., No. 62 B 147).

2 In the matter of Cal-West Aviation Inc, {N.D. Calif,, No. 62708).

A In the Matter of IL.oa Angeles Troel Deed & Mortgage Emchuﬂge (8.D. Calif,, No. 118,
178-Y).
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the motion, and the Commission appealed. While the appeal was
pending, the,Chapter X1 proceeding was dismissed and the bank- -
ruptey proceeding was reinsta_.ted, thus rendering the appeal moot. .

PUBLICATION OF BAR DATES ) -

Substantlal sums could -be lost by pubhc investors who fail to
exchange 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.?

® “Securities Required To Be Exchanged For Cash Or New Securlties,” Corporate Re-
organization Relenses Nos. 163, 164, 172 (1962). .



PART VI

. ADMINISTRATION OF THE TRUST INDENTURE ACT OF
' 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 aflairs.

The provisions of the Trust Indenture Act are closely integrated
with the requirements of the Securities Act. Registration pursnant
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 issuwer 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 filed under the Trust Indenture Act of 1939 during the fiscal year

ended June 30, 1962

Number | Agpregete
filed amount

Indentures gi:ndlng June 30, 1961.. ... st : 48 | %747, 166, 650

Indentures flled during flscal year : : 258 | 4,125,277, 611

B U o e 306 | 4, 872, 434, 261
Disposition during fiscal year:

odentures quallted. o oo e 232 1 4,984, 103, 741

Indentures deleted by amendment or withdrawn 20 160, 847, B30

Indentures pending June 30, 1962, - e -—- 54 448, 792, 720

2 U 306 | 4, 872, 434, 261




PART IX

ADMINISTRATION OF THE INVESTMENT COMPANY ACT
OF 1940

“‘Companies primarily engaged in 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 pelicies, regulates the 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 brekers 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 Commission. The Act also
regnlates the issuance of senior securities and requires face-amount
certificate companies to maintain reserves 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 are subject to “insider” trading rules. The Division of Cor-
poration Finance and the Division of Corporate Regulation both
assist 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 THE ACT

As of June 30, 1962, there were 727 investment companies regis-
tered under the Act, including 78 small business investment com- .
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
$1.7 billion in the market value of assets compared with the corre-
sponding totals at June 30, 1961." The total registered companies by
classification are as follows: o _

T The decrease in asset values as of June 30, 1662 was due primarily to the May 1962
market decline, . o .
107
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Management open-end R _— - 340
Management closed-end - — ————— e 228
Unit investment trust____________ e 149
Face-amount certificate. o e e e e e e 10

Total ._________ i e e L B .1

During the fiscal year, 97 new companies, including 37 small busi-
ness investment .companies, .registered under the Act awhile. the
registrations of 33 companies were terminated. The breakdown of
these companies by classification ig as follows:

Registered | Repistration
during the | ferminated- _
fiseal year during the
fiscal year
EE . .
Management open-end. .. _ 22 13
Manngement elosed-end. .. T 62 s 10
Unit investment trust.____ 13 . ¢
Face-amount certificate...... . . b e e b e mmmm e 1 1
Total oo e e e ‘97 ]

GROWTH OF INVESTMENT COMPANY ASSETS

‘ The folléwing'ta,ble illustrates the striking growth of investment
company assets during the past 22 years, particularly in recent years:

Number of investment companics registered under the Investment b’ompany Act
ani the cstimaeted aggregaie assets at the end of each fiscal year, 1941 through
1962 -

[

Number of companies Estimated
. - aggregate
Fiscal year ended Juna 30 market value
Reglstered Regisiered | Registration | Registered | of assets at
at beginning during terminated at end of end of year
of year year - | during year . Yyear (in milliong)
4] 450 ' 14 436 $2, 600
436 | 17 48. 47 2,400
407 14 : a1 390 2,300°
380 .4 o Eri 2,200
871 14 18 366 3,230
356 13 18 a6t 3,750
381 12 21 362 3, 600
352 18 11 369 3,825
359 12 13 358 3,700
358 25 18 366 4,700
355 12 10 368 5, 600
388 13 14 367 6, 50}
367 17 15 369 7, G0
369 20 b 384 8,700,
384 37 3 ‘387 12,000
387 48 34 399 14, 000
399 49 16 432 15,000
432 42 21 453 17,000
453 70 ‘11 812 20,
512 67 B 670 23, 530
570 118 25 863 20,000
63 97 33 } 727 27, 300
.............. L172 | 2 712 N [

1 The increase.in sggregate assets refiects the sale of new securlties as well ag capital appreciation, By
way of illustration, the Investment Company Institute reported that during the fiscal year ended June 30,
1962, 1ts open-end investment company members, numbering 172 and representing the bulk of the industry !
bad net sales of their securities amounting to $2.1 billion,
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INSPECTION PROGRAM '

" In 1957 the Commission mltlated 2 program for the periodic i inspec-
tion of investment companies pursuant to the statutory authority c(m-
‘ferred under Sectlon 31(b) of the Investment Company Alct. '

Under this program, 52 companies were mspected in fiscal 1962
in compa,mson with a total of 113 inspections in all prior years. While
the primary responsibility for making the inspéctions in fiscal year
1962 rested on the field offices, teams consisting of atorneys and
analysts from the Division of Corporate Regulation, as in previous
years, assisted -the -respective, field offices in a number of instances.
It is expected that in the fiscal year 1963 most of the mspectmm will
be made exclusively by personnel of the field offices, which have
‘become increasingly familiar with the regulatory provisions applicable
'to investment companies,

In récognition of.the lmportanoe of the inspection program, a new
branch h'rs been created in the Division of Corporate Regulation
charged with the responsibility of planning and sdpervising’ the
prograin, and | rewewmg the reports mltlally prepared by the ﬁeld
offices:-

A ‘majority of the inspections made during the ﬁscml year brought
to light violations of the Investment Company Act of 1940, as well
as violations of other statutes administered by the Commission. While
~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
prospéctus, filing .additional documents or changing the company’s
operations to comply' with ‘the law, serious violations have also been
discloged.  Instances were discovered in which the investment ad-
visory contract was not 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 situation,.the inspection and investigation which followed
resultéd in an investment adviser returning a total of $250,000 in
-gettlemient - 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 investment company’s
officers and directors and the installation of X completely new 1nter1m
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.? In addition, possible
serious violations of Section 17 of the Act and possible gross abuse
of trust have been uncovered in at least two inspections in-which.it
was found that officers and directors had been causing the company
with which they were associated to enter into transactions which
benefitted such officers and directors or other affiliated persons. At
the end of the fiscal year one of these cases was under active investi-
gation and the other was being considered for possible injunctive
action,

-'STUDY OF SIZE OF INVESTMENT COMPANIES

Pursuant to Section 14(b) of the Act the Comessmn enga.ged the
Securities Research Unit of the 1!/V]'m,rt«)n 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 1nvest—
ment companies.

Data for the study were obt‘uned by means of two comprehenswe
questionnaires. The first was mailed in December 1958 to all active
rogistered open-end investment companies with gross assets of over
$1 million. It covered the 584-year period from December 81, 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 mailéd in December 1960 to registered
open-end investment companies and thelr investment advisers and
principal underwriters.

Shortly after the close of fiscal year 1962, the Wharton Sehool sub-
mitted its report to the Commission ent1tled “A Study of Mutual
Funds.” The report was in turn transmitted to the Committee on
Inter'sta,te a.nd Foreign Commerce House of Representatives® The

’SE“J v. Midwest Technieal Development Corp,, D.C. Minn.,,” No. 4-82 Civ, 142, Thls
cobe 1a discussed in Part XI, infra, under “Civil Litigation.”

5 8¢ Investment Company Act Release No. 3580 (Aum:st 24, 1952) ’.[‘he release con-
tains coples of the letters of transmittal from the Wharton School to the Commission and
from the Chalrman of the Commisston to the Chalrman of the House Committee on Inter-
state and Forelgn Commerce. The study consists of approximately 600 pages, and coples
may be purchased from the Superintendent of Documents, Washington 23, D.C., at §1.50
each.



TWENTY-EIGHTH ANNUAL REPORT 111

study concludes that there is little evidence that size per se of indi-
vidual funds or companies is a problem at the present time, and that
the more important current problems in the mutual fund industry ap-
pear to be those which invelve 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 concelhing the allocation between fund
shareholders and investment advisers of the’ beriefits resultmg from
large- scale operations,

The study found that the rates of turnover of portfolio securities
were inversely related to size of fund, with the smallest funds gen-
erally hswmg the hlghest turnover rates throughout the period studied
and the largest funds the lowest turnover rates. It also found that,
on the average, the performance of the finds did not differ apprecia,bly
from what would have been achieved by an unmanaged portfolio con-
sisting of the same proportions of common stocks, preferred stocks,
corporate bonds, government securities, and other assets as the com-
posité portfolios of the funds. About half of the funds performed
better, and half worse, than such an unmanaged portfolio. With re-
spect to the investment policies of mutual funds, the study found that
a.ppromm‘ttely 75 percent of the total net assets of the funds was held
in United States commeon stocks, and that at December 31, 1961 such
common stockholdings were equal to approximately 414 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
growth in the funds’ net purchases of common stock which accom--
panied the great extension of the mutual fund mdustry has probably
contrlbuted 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 wpon the typical management structure of the indus-
try under. which a significant part of the funds’ activities are per-
formed by afliliated 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 draws attention to the potential for divided loyal-
ties arlsmg from {hese arran -:rements It also comments upon the role
of, and in general questions the effectiveness of, the “unaffiliated”
directors of the typlcal fund.

The study raises questions as to the relationship or lack of relation--
ship between the growth, size and performance of funds and sales com-
missions and other sales incentives, and it questions whether the
apparent historical emphasis upon constantly increasing fund assets. by
intensive sales efforts has always been in the 1nterest of fund investors.
It also draws attention'fo the relationship or lack of it between gr owth,
size and performance of funds, on the one hand, and, on the other
hand, advisory fees and costs of operation of the funds and of the ad-
visers, including fees charged by advisers to other clients. Tt states
that, for comparable asset levels, advisory, fee rates charged mutual
funds tend to be substantially higher than those clnrged by the same
advisers to the aggregate of their clients other than investment. com-
panies. The study found 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
on Interstafe and Foreign Commerce, the Chairman of the Commis-
sion pomted out that many of the practices of which the Wharton
School appears critical may be attributable to an 1ndustry structure
Whlch is clearly contemphted by the Investment Company Act of
1940 but that many of the comments in the study implicitly raise
questlons of broad pohcy whether some of the practices and patterns
which originated in an earlier time and under different conditions
and which have become conventional within the broad telerances of
the Aect should be reconmdered Accordingly, the- Commission. has |
directed its staff to undertake a detailed analysis of the Whalton
School study, and on the basis of such analysis, together with consider-
ation. of ‘material being developed in related Commission studies
now in progress, to make such recommendations to the Commission
regardlno the provisions of the Investment Company Act and the
rules and regulations 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

The Comm1ssxons rules promu]gated under the Act require that
the basic information contained in notifications of registration and in'
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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-amount companies, The following reports and
documents were filed during the 1962 fiscal year:

Annual reports__. ——— - — _ - 458
Quarterly reporta_.__._ - - . 262
Periodic reports to stockholders (containing financial statements)______ 1,301
Copies of sales literature - - - - 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 relating to the usual type of
corporate securities.

APPLICATIONS AND PROCEEDINGS

Under Section 6(c), the Commission, by rules and regulations,
upon its own motien or by order upon apphcntwn, may exempt any
person, security, or transaction frorm 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), ¢(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, 8, 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:

872175—63——9



114

SECURITIES AND EXCHANGE COMMISSION

Applications, filed with end ccted upon by the Commission under the I'nvestment
. Company Act of 1940 during the fiscal year ended June 30, 1962

Becetions

Subject lnvolved

Pend-

Filed

Closed

]8, 19,51 22, B
20, 30t
28

Definition of controlied pergorn., .
, Status and exemption. ...

Terminsatlon of registeation.

' Registration of Torelgn investment eompantes_______ '

Regulation of afliliations of directors, officers, em-

companles.

Regulation of seeurity exchange offers and reorgand- |

zation matters.

Regalation of transactions with affiliated perscns.__|
Regulrements as to eapital struetares, loans, distri- |

butlons and redem pti(ms, and related matters.
Proxied and reports
Regulation of face-amount certiﬂcate companies____

- ployees, invesr.ment, advlsers, u.nderwriters and [
. Regulatiou of m.uetlons and uctivitles of investment‘

wa B8 ~

B

wleoo

™

g L2 Gﬁ -]

15 |

Some. of. the more 51gn1ﬁcant matters in Whmh apphcatlons wers
considered are summarized below:

The Commission denied an application by I nwestors Dwerszﬁed
Services, Ine. (“IDS”)* for an exemption from Section 18(j) (1) of
the -Act which prohibits -the issuance by a registered fa.ce amount
certificate company of n0n~vot1ng shares of stock. IDS has out-
stﬂ,nduw some 879,000 shares of nen-voting stock and 574,540 shares
of voting stock and in order to effect a 10-for-one split of both classes
of stock, an exemptmn order. was required as to the non-voting stock.

The Comnussmn noted that the holders of the voting stock, who
owned only 39.52% of the proprletary interest in the company,
possessed 100% of the voting power, thus ereating an inequitable
distribution of voting power. Applicant contended that sinece the
stock split would result in lowering the market price of the stock,
which Tanged from $181 to_$310 per share in 1961, it would create
a broader and more stable market. However, the Comlmssmn noted
that the split would also potentially enlarge the absolute number of
shareholders without votmg rights, thereby furthering an inequitable
distribution of control contrary to the aims and. purposes of the Act.

Commisstoner Frear, in a separate opinion, concured in the denial
of the application for the stock split because it carried no assurance
‘that the non- voting stock Would be eliminated to carry out the “basic
reforms of prowdmg equal votmrr rights.”

In a dissenting opinion, Commissioner Whltney 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 Compaby Act Release No. B4T4 (April 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 concluded that an.exemp-

tion was warranted: under the-:statutory: pattern: contemplating’

exemptions whers . the result ‘would.not be inconsistent.with the'.

L

policies and purposes ‘of the Act and where the adverse effect on the''
market attributable to the existence of a:relativély ‘'small sipply of”

IDS. shares, coupled with -a\high -unit ‘price, would.'be relieved:

On June 11, 1962, pursuant to the provisions of Section 25(b) of

the Act, the Commission invited dinterested  persons :to.submit their.

views. with respect-to the fairness of a plan of recapitalization pro-

posed. by IDS under:-which each share of non-voting istock:would
become a share of voting stock.®.. As.of the end.of ﬁscal 1962 no
definitive action had been:taken by the Commission..-- .- -~ . »
During the fiscal year applications were filed pursua,nt to Sectlon
2(a) (9) of the Act by shareholders of Fundamental Investors, Ine.,
Investors Mutual, Inc., and Television-Electronics: Fund, 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 factval
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.® 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 se, under what eircumstances, for what purposes and
with what effect. In addition the Commission requested that the
briefs consider the effect on its jurisdiction, if any, of 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, 1862, 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 Aze-
Houghton Fund B, Ine., 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-

8 Ynvestment Company Act Release No. 2485,
" Investment Company Act Release No, 3468 (April 18, 1062),
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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 Co. of 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.

* 27th Annual Report, p. 182,



PART X

ADMINISTRATION OF THE lNVESTMENT 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 registré.tion, including those who advise only invest-
ment’ companies or insurance companies and those who, within the
Iast 12 months, had fewer than 15 clients and who do not hold them-
selves out generally to the public as investment advisers. Further-
moré, the regmtratlon reqmrements do not apply to an adviser whose
mvestment advice is given only to persons resident in the state in
which he maintaing his principal place of business, as long as the
advicé does not concern securities listed on a nationa.l securities
exchange or admitted to unlisted tra,dmg privileges on such an
exchange.

As discussed in the hst Annual Report ! Section 206 of the Act,
which prolnblts certain unlawful practices by investment advisers,
was amended in September 1960 by the addition of subsection (4).
That subsection prohibits any investment adviser from enga.gmg in
fraudulent, deceptivs or manlpulatwe acts or practlces and gives the
Comrmssmn authority, by rules and regulations, to define and to
prescribe means reasonably demgned 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, which
defines certain advertisements by investment advisers as fmudulent,
deceptive or manipulative. It also adopted Rule 206(4)-2, effective
April 2, 1062, which requires an investment adviser whe has custody
of funds or securities of any client to segregate them, maintain them
in the manner prov1ded 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
such transactions. The Act prohibits any investment adviser not

127th Annual Report, p. 168.
® Investment Advisers Act Release No. 121,
3 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 gaing or capital appreciation
of the finds' or- any portlon of the funds of the client or' fails to
provide that no assignment of such contract shall be made by the
investment adviser. without the consent of the other pariy to the
contract. i
Prior to the 1960 amendments, the Act dld not requlre mvestment
- advisers to keep and preserve books and records, nor was the Commis-
sion empowered to inspect books and records: kept by investment
advisers, - Section,204 of.the Act, as amended now requires-every
investment adviser.who i is not exempt from registration to make, keep
and preserve such books and.records as may be prescribed by the
Commission and empowers the Commission to inspect such books and
records. . In accordance with.this provision, the Commission adopted
Rule 204-2, effective July 1, 1961, specifying the books and records to
be ma.mta.med by investment adwsers

Inspectlon procedures have been revised to obtain information

congerning compliance with the new rules. These rules are more
Tully discussed in Part ITT of this report. . )
. 'Inyestment advisers who violate any of the provisions of the Act
are sub]ect to, appropriate administrative, eivil or criminal remedies.
With respect to administrative remedies, the Act provides, in Section
203(d), that the Commission shall deny, revoke, or suspend for not
more than 12 months, the registration of an investment adviser if
it finds that such action is in the pﬁblic interest and that the invest-
ment adviser or any.partner, officer, director or controlling or con-
trolled -person- of 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 or ‘regulation. thereunder, or aiding and abetting any other
person’s -violation of such provisions, rules or regulations,

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

¢ Investment Advisers Act Releane No. 114,
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Investment Adviser Regisirations—I962 PFiscal Year

Effective registrations at close of preceding fiseal year___ o _____ 1, 836
Applications pending at close of preceding fiscal year. __ . ______ 24
Applications filed during fiscal year__.- _— —_— _— ——w 315

Total__ o - - _ 2,194
Registrations chceIled or W ithdrawn durmg year—_ — --- 338
Registrations denied or revoked during year el 0
Applications withdrawn during year___ - _ - 4
Registrations effective at end of year____ - - - 1,836
Applications pending at end-of year—. - - . - .- 16

b 102 Y R SO 2,194

, ADMINISTRATIVE PROCEEDINGS.

. During ﬁscal 1962, the Commissiori instituted revocation proceed-:
i.n(rs against six- reglstered investment-advisers and in another instance
instituted proceedings to determine whether an application for regis-
tration should be.denied: These proceedings;-.and four revocation
proceedings previonsly instituted, weré pending at theé close.of ‘the
year. The proceedings 1nst1tuted durmg the year: mc]uded the
followmg i

Carroll; Tzllman &nd J ohn anczs Rym, Jr ea,ch domg busmess ag
The Tillman Survey——The Commission instituted proceedings to de-
termine- whether the registrints” had éngaged. in: fraudulent: and
_ deceptive dcts including the ‘distribution.of advertising- material
which wag “lurid and flamboyant” contrary to . Rule 206(4)-1 under.
the Act and whether the public interest required,that their registra-:
tions as investment advisers be revoked.: 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 misreprésentations in the ad-
vertisements involved comparisons: between the securities . recom-
.ménded by Tillman and other securities without adeguately disclosing
the material differences between -the securities, and representations
that a list of 10 stocks which Tillman offered was selected in accord-
ance with'7 tests prescribed by him and that these tests could “dig up”.
securities which - eventually ‘could be enormously ‘profitable.. The
staff charged that the advertising material created false and mislead-
ing impressions by ‘réferring to- 25%,.50% and 100% increases 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 subscribers-unless a group of 10 stocks rose
175 points before September 7, 1962, while' omitting to disclose Till-
man’s.complex.and misleading methodiof determining the dates.and
figires used: in ascertaining:the availability of such guarantees . . .

& Inveptment Advigers Act Release No. 128 (June 20, 1962),



PART XI
OTHER ACTIVITIES OF THE COMMISSION .
CIVIL LITIGATION

The severel 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 sale of securities by fraud,
ahd the salé of securities without compliance with the registration
requirements of the Securities Act. The Commission also participates
in various other types of ‘proceedings, including appearances as
amious curice in htxgatmn between private partles where it deems im-
portant that its views regarding the 1nterpretmtmn of the statutes be
furnished to the court. _

At the beginning of the fiscal year 1962 there were pendmg in the
courts 96 injunctive and related enforcement proceedings instituted 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 Bankruptey 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 Commissien also
participated in 50 ¢ivil appealsin 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 .
Commiission 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 amicus curiae. The Commission also’ participated in .6
appeals or petitions.for certiorari before the United States. Supreme
Court resulting from these or similar actions.

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

In 8.E.C.v. Herbert Rapp, et al.,! the Commission sought a perma-
nent injunction against Rapp, a reglstered 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.? 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 represeniations. 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,® 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 appeal.t 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
turther 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 responsible 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 salesmah was remanded for further
proceedings since the findings of fact were insufficient to determine
whether his predietions of future value were opinions witheut basis
in fact,

"In S.EC. v, O’uste'r Channel ng Corparation, et al.® 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-

18.D.N,Y. No. 132-344. '

3 CCH Sec. L. Rep. 191048,

320 U.8.C.A. Rule 16(b).

4304 F. 2d 786 (1D062).
5 D, Md. No, 13,500 Civil.
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tion 17(a} of that Act. Defendants had represented that treasury
shares of the corporation were available for sale. However, as to
these treasury shares which were sold, no registration statement-was
in effect, and other shares sold were net treasury shares but shares
which had been placed in a trust by the president. By the terms of
the trust, the shares were to be returned to the president within 1 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 corpe-
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 Sectien
3¢{b) and Regulation A thereunder, the Distriet. 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 stated.that once such
stock came into the hands of the issuer er .persons controlling the
issuer, its subsequent offering constituted a2 new issuance as to. which
the registration requirements again became applicable. The District
Court also found violations of Section 17(a) of the Act, in the szle of
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 8.£.0. v. Federal Shopping Way, Inc.,* where the Commission
charged numerous defendants with violations of the registration and
anti-fraud provisions, the defendants sought. leave to file a counter-
claim against the Commission-and to join seven naméd Commission
employees as parties to such proposed counterclaim. .The proposed
counterclaim alleged that defendants had been defamed and tortiously
agerieved by statements contained in Commission litigation releases
and statements made by Commission employees during their eonduct
of investigations, and sought damages and injunctive relief. The
‘Court denied defendants such leave, holding that “Federal officials are
privileged against suit for acts done within the scope of their official
duties,” and “(e)xamination of the record and the propoesed cross-
complaint clearly shows that the alleged misconduct . . . . (of de-
fendants to the counterclaim) entirely consists of actions whelly
within the course and scope of their official duties.” )

8 W.D. Wash. No, 2671.
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In 8.E£.C. v. Bloomberg,” which arose out of the reorganization,of
Bettinger Corporation under Chapter X of the Bankruptcy Act, the
trustees proposed as part of their'plan of reorganization to issue at
stated ratios new common stock for the old.stock of the company. plus,
a certain. amount. of cash. They took the position that the issuance
of the new stock was exempt from the registration provisions of
Section 5 of the Securities Act by virtue of Section .264(a)(2) .of
Chapter X, which provides an exemption for “any transaction in any
security issued pursuant to a plan in exchange for securities of or
claims against the debtor or partly in such. exchange and partly for
cash and/or property.” . It wasthe Commission’s view, on the other
hand, that since the company was insolvent, the old stock was worth-
less and there could be no true “exchange” within the meaning and
spirit of Section 264(a) (2), and that accordingly the new.stock could
not be lawfully distributed without registration. ;.

However,. the Commission’s attempts to raise the issue were. un-
successful. The Commission first moved to intervene in the Chapter
X proceedings, but the District Court denied the motion. Thereafter,
it sought to enjoin the proposed distribution, but the Court dismissed
the injunctive action. .In an opinion issued later, the Court assigned
as one ground for its orders that the Commission’s actions, were not,
timely, It also indicated that it.considered the dlstrlbutlon of the
new stock to be exempt. '

On appeal by the Commission, the Court of Appea]s for the First
Cireuit, without reaching the substantive issue, aflirmed solely on the
ground that the trial court had mot abused its discretion in ruling
that the Commission’s actions were not ‘tl,mely The Appellate
Court’s opinion did expressly reject the intimation of the District
Court that the nonregistration. of stock could be excused on the basis
that the time requirements of registration would be inimical to a
proposed: plan of reorganization. Of mgmﬁcance in the opinion,
algo, is the Appellate Court’s implicit agreement that an application
to- intervene by the Commission as the agency administering the
Securities Act was the proper method of raising the issue of registra-
tion, wholly apart from the Commission’s role as Chapter X adviser,
in whlch latter capacity its rlght of appeal 15 expressly circumscribed
by statute.

In- Eukatush Mzmng Corp. v. 8.E.C., plaintift sought to enjoin
the Commission from continuing its name on the Canadian Restricted
List? alleging that the Commission’s action was arbitrary and con-

7D.C. Maas. No. 61-T29-5.

8209 F. 24 315 (1962).

®This list and a description of i{s purposes will-be found elsewhere in _this report,
pages 1441486, infra,
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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 on
the ground that plaintiff- had not- exhausted its administrative
remedies, that issuance of the List was within the Commission’s
authority and discretion, that the District Court had no jurisdiction,
and that plaintiff had not suﬁ'ered any injury which entltled it to
relief.

The District Court for the District of Columbia granted the Com-
mlssmn 's'motion to dismiss ¢ and subsequent to the end of the fiscal
yeat the Court of _Appeals for the Dlstmct of Columbm. afﬁrmed the
lower court’s action.: '

8.E.C. v. Union Corporation of Americs** 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 granting
a mandatory injunction, the District Court held that once the aggre-
gite value of a company’s registeéred and outstanding stock of the same
class exceeds $2 million, its undertaking to file reports becomes and
remains operative, and the fact that the value of thosé shares- actually
sold plus those previously outstandmg never exceeds $1 million does
not suspend the duty to file reports in the absence of a deregistration
reducing the value of the registered aind outstanding -shares to less
than $1 million. Following the close of the fiscal year, the Court of
Appeals affirmed.®

In Stonley E. Henwood, et al. v. 8.E.C.* the Commission sought
to have the court enjoin 17 stockholders ‘of Umted Industrial Corpora-
tion, associated together 'as the Stockholders’ Protective Oommlttee,
from making f‘l]se and misleading statements in material distribited
in solicitation of proxies which were to be voted at the 1961 annual
stockholders® meeting. * After entemng orders tempomrlly enjoining
further solicitation, the voting of proxiés-alrendy obtained and the
holding of any stockholders meeting; the District Court wpon trial
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, who had resigned fol-
lowing announcement of discrepancies of $7 rm]hon in the corpota-

198 ¥. Supp. 508 (1961)

1309 F, 24 847 (C.A.D.C., 1962.)

1 205 F, Supp. 518 (R.D, Mo,, 1962).
WC.A. 8, October 19, 1962 (No. 17,048},
1 8.D. Calif,, No. 935-61-TC,
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tion’s nccounts, had in fact organized the Committee and participatéd
in' the solicitation of proxies.’* The Court of Appeals for the Ninth
Circuit-modified and affirmed the order énjoining proxy solicitation
by the Committee unless the activities of the two former officers were
disclosed and enjoining the voting of proxies already obtained.* The
enjoined ‘defendants petitioned the Supreme Court for a writ of
certiorari, asserting that Section 14{a) of the 1934 Act, as applied
through the Commission’s proxy rules, is constitutionally objectionable
as-being so vague and ambiguous as to constitute an unauthorized
delegation of legislative powers and as invading' rlghts of free-speech
and contract, and that the District Court could not enjoin the voting
of proxies obtained through unlawful solicitation where an opportu-
nity for resolicitation was allowed.. The Commission filed & 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 fiseal yea,r the Supreme Court denied
certiorari,*™

In Brown, Barton & Engel v. S.E.U.,“ the Court of Appeals for
the Third Cirenit 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.£.0.** plaintiff sought to enjoin the Commission
from taking his testimony in an administrative proceeding against &
broker-dealer, in which plaintiff was named as a cause, and fo compel
the Commission to consider any charges against him in separate pro-
ceedings, IIe 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 publie proceedings against the broker-dealer and to name plain-

15 CCE Fed. Scc. L. Rep. § 91, 125,
102958 F. 2d 641 (C.A. B, 1962).
;e 371 ULS, 814 (1862),
17 Civil No, 14080, C.A. 3, August 9, 1962,
1 D.D.C, Civil Action No. 382061,
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tiff a cause thierein, that plaintiff had not exhausted his administrative
remedies and that the District Court had no jurisdiction over plain-
tif’%s claim. -The District Court graxted the Comm1ss1on s motion for
judgment on the pleadings.

« Two. cases, Berke v. S.E.O. W and Kahkn v. 8. E’ 0’ * arose from
‘an order issued by the Commlssmn revoking the broker—dealer regis-
triction of Mac Robbins & Co,, Ine. and finding that nine salesmen,
including Berke and Kahn, were each .a cause of the revocation.®

Mac Robbing had been co-underwriter-of an issue.of stock of Sports
‘Arenas, Inc.,-and after the offering had been completed, its prineipal
‘business was. tmdmg in Sports Arenas stock. . The Commission found
that Berko and Kahn had made highly optimistic statéments about
Sports, although they knew that there was no adequate basis for such
statements or were “grossly careless or indifferent” in fa.xlmg t.o
.determine whether or not such basis existed.

The Court of Appeals for the Second Circuit remanded the cases to
the Commission, on the ground that the factual and legal basis for
the Commlssmn s decision was not stated with sufficient clariiy.
Among other things, it held that the fact that the issuer had sus-
tamed initial operating losses did 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-

‘misesion 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 hag not sought such review, and the statutory period
for seeking review has expired:

In Silwver.v. New York Stock Exzchange® 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, 1861).

0297 F. 2d 112 (C.A. 2, 1961). :

7 Becurlties Exchange Act Relense Nos, 6462 (H‘ebruury 8, 1961) and 6498 (March 16,

1961).
=196 F. Supp. 209 (5.D.N.Y,, 1961).
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Silver brought an action for damages and injunctive relief-alleging
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 mterferring with private
wire and telemeter connections between its members and Silver and
holding that the Ezchange was liable for damages under Section 4
of the Clayton 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 amicus curice. The Court
of Appeals reversed,”® 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 genéral scope of the
authority of the Exchange as defined by the 1934 Act and therefore
outside the coverage of the Sherman Act,” and expressly rejecting
the suggestion that the authority of the Exchange in disciplining.its
members is limited to transactions in securities listed on the Exchange,
Silver’s petition for a writ of certierari is pending in the Supreme
Cou ‘21 . L

In the last Annual Report, the case of Blaw v. Lehman. was
described -and it was stated ‘that the Supreme Court had granted
certiorari®® That was a derivative snit by a stockholder of Tidewater
Associated Qil Company against an investment banking partnership
to recover “short swing” profits realized 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 2 affirmed
the decrees of the Court of Appeals?"and the District Court 28 which,
while awarding the plaintiff a judgment for that peortion 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, us advocated in its aemicus
curige brief, that. while the literal langnage of Section 16(b) limited
liability to “directors,” considerations, of policy were present which
made it appropriate to expand that Section to cover -partnerships
of which & director is a member. . However, the majority was of the
opinien that if Section 16(b) were to be so expanded, it should be

=302 F. 34 714 (C.A. 2,1962),

% No. 150, 1962 Term.

2 27th Anpual Report, p. 98.

=368 0.8, 403 (1962),

#7286 F. 24 786 (C.A. 2, 1960).
#178 F. Bupp. 580 (8.D.N.Y., 1959).
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accomplished by remedial legislation, rather than.by judicial ceii-
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 “insidei”
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. . '
At the request of the United States District Court for the Southern
District of New York, the Commission filed a memorandum of law
a8 amicus curiae in Silverman v. Landa and Fruehauf Trailer Co.2°
The action was brouglit 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 common stock, Landa
had ‘issued simultaneously two “call” options -and one “put”? option,
each for 500 shares. Plaintiff ‘claimed that: the issuance’ by the
defendant of a' “straddle,” i:e. the simultaneous issuance of a 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 unmatched call
violated Section 16(c) of the Act, since the underlying security was
not delivered within 20 days of the date of the isstance of the-call.
" The Commission took the position that the issianée of a 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 of Section 16(c). *
The case was appealed to the Court of Appeals for the Second Cir-
cuit and the Commission filed a brief as amicus curige, taking the
same position it took in the District Court. - Subsequent to the end
of the fiscal year, the Court of Appeals aﬂirmed the demswn of the
District Court.® :
The case of Warshow v. H. Hentz & C’o . was an fmtlon for
reseission or damages brought by a customer against a broker who
arranged for the purchase of securities in violation of the margin

& 8.D.N.Y., No. 61 Civ, 1115,
2306 F, 2d 422 (C.A. 2, 1982).
199 F. Supp. 381 (B.D.N.Y,, 1961},
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requirements of the Securities Exchange Act.of 1934, Plaintiff’s
loss was discovered and suit instituted when the moneylender, with
- whom plaintiff’s shares were pledged, went into recelvershlp and
such shares were not among the assets. “ .

Defendant moved to dismiss the complaint, contending that the
facts alleged in the complaint failed to set forth a cause of action.
The Commission filed a brief amicus curice urging that the plaintift
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 Commission 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 by the insol-
vency of the moneylender selected by the broker, :

The Court denied the motion to dismiss, accepting the 1)051t10ns
urged by the Commission, and the suit was subsequently settled by
compromise.

The case of 8.E.C. v. Capiial Gams Reseazrch Bureau, Inc, is
described in the last Annual Report.®2 The Commission had charged
an investment adviser and its president with vielating Sections 206 (1)
and :(2) of the Investment Advisers Act. The trial-court’s denial of
a preliminary injunction®* was affirmed by a divided panel of the
Court of Appeals for the Second Circuit,* and the Commission
petitioned for a rehearing en bane which was granted. . The Court
of Appeals en banc has afﬁrmed the trial court’s decision by 5; to-4
decision.®

Sutro Brothers & Oo. v. S.E. U 28 Amos Treat &, C’o Y. SE'U 87
and B. A. Hoelman d& Co, v. 8.K. C’ % are three actlous,brought by
broker-dealers to enjoin the Commission from continuing an investi-'
gation- or administrative proceedings against them. Sutro Brotliers
sought 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-
viously developed in the same investigation. In denhying plaintiff’s
motion for.a preliminary injunction, the District. Court held that
neither Section 21 of the Securities Exchange Act, nor any provision
of the Administrative: Procedure Act, limits the Commissien’s inves-

8 27th Annusl Report, p. 168.

#1061 F, Snpp. 897 (8.D.N.Y., 1961).
. M 300 F. 24 745 (C.A. 2, 1961).

306 K. 2d 606 {C.A. 2, 1962).

8199 F. Bupp. 438 (8.D.N.X,, 1961).

7 D.D.C,, No, 1340-62.

eD D.C., No. 1888-62.

672175—63——10
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tigative power durmg the pendency of . broker-dealer revocation
proceedings. :

Tn Amos Treat the plaintiff sought to enjoin the Commlssmn 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. previously been Director of ther 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 violateddue process
and Section 5(c) of the Administrative Procedure Act: The District
Court denied plaintifi’s motion for a preliminary injunction cn the
grounds that the administrative remedies had not been exhausted,
review of any final decision could.be had in a court of appeals, and
there was no showing of irreparable injury. The Court of Appeals
reversed and remanded the case,® 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: Cemmiésion’S' petition for
rehearmgenbcmcwasdemed A N

The Commission, following an alternatlve sugoesmon of’ 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 dlsagreed with ‘the
Court’s decision, but that the Commission:was of the view that to
seek further court review would entail delay in the determination of
the issues in the proceedings and wonld not be in the public interest.

The Holman case involved the same contention as'in dmes Tredt,
in this instance regarding two members of the Commission, and the
additional’ contention that-the hearing examiner who- had presided:
at the administrative hearings was also disqualified because he lacked
the requisite 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 plaintifi’s motion for a pre-
liminary injunction, basing its order solely upon the partlclpation of
one of the members of the Commission and- relymcr ‘éntirely upon thé
Ameos T'reat case. ' The- Conumssmn s appeal from-that order is
pending.*® e

During the fiscal year, the Commission. participated in a number
of important cases under the Investment Company Act. In S.E.C. v.

# 306 F. 2d 260 {C.A.D.C,, 1982).
“ (LA D.C., No. 17,202,
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Midwest Teohnical Development: Corp., et al,** the Commission
-brought ahinjunctive action’ a,Ilegmg that the- dxrectors and officers
of the defendant investment company had caused itto violate various
provisions of the Investment Company Act and were committing gross
misconduet 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 Midest invested,
resulting in larga pr1va.te proﬁts for them to the detriment of the
fund’s interests.- g

The Conumssmn seeks not only to enjoin the various Vlola.tlons,
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 rece:ver a,ppomted to preserve the pubhc
interest in Midwest.

- All of the individual defendants have entered stlpula.tlons agreeing
not to change their présent investnient position in the portfolio com-
panies, pending trial on-the merits. - Upon the filing of these stipula-
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
engage in any transactions with Midwest without, first obtaining an
exemption under Séction 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 Chabot v. Empire Trust.Co, and Sehwartz v. N atwnaz Securities
Service,” the shareholders of a mutual fund, organized as a common
law: trust, brought an action against the tl‘uste'e and others for resto-
ration to the fund of fees paid to the triistee. The trustee moved to
stay the proceedings- until the plaintiffs had delivered & bond to
indemnify it against the cost and expenses of defending the action.
The Distriet Court + held applicable the provision of thé trust agree-
ment to the effect that no shareliolder of the fund should have the
right "to .an -accounting except upon furnishing indemnity to the
trustee against costs and expenses, with such indemnity to be payable
unless it ‘should be established that the trustee had been guilty of
fraud, misfeasance, or gross negligence. The District Court. there-
fore sta.yed 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.* BSubsequently, the Commission filed a brief as amieus

4 D.C. Minn., No. 4-62 Civ, 142,
#301F. 24 458 (C.A. 2, 1982), .
“ 189 F. Supp. 866 (B.D.N.Y,, 1960).
#2980 K, 2d 857 (C.A. 2, 1861).
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curige expressing the view that the provision of the trust agreement
requiring the posting: of the security before. the shareholders could
commence their-action was void under Section 17(h) of the Invest-
ment Company Act, which prehibits 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 Commission’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 less likely ‘protects or purports.to protect’
directors and officers from lmblllty under the Act » and is therefore
invalid.* : Co :

During the. year progress was' made in another case involving
implied private rights of action under the Investmenf Company Act.

At the time of the last Annual Report, the Commission had filed
a. brief: supporting the petition for cerfiorari in Brouk v. Managed
Funds; contending' that the Court of Appeals decision in that case
was in conflict with numerous court of appeals and district court
decisions holding that the: Investment Company Act gives rise to
implied private rights of action.** Subsequently the Supreme Court
granted certiorari,*” and the Commission filed a brief on the merits.
However, before oral arguinent in the Supreme Court, the companion
state court case*® 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
Distriet. Court for dismissal.as to the respondents who were before
the’ Supreme Court.on certiorari®® While no final Supreme Court
decision on the existence of implied rights of action was obtained, the
opinion of the Court of Appeals to the contrary was vacated, and its
value as contrary precedent nullified.

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

4301 F. 24 at 461, S

19 27th Annuoal Report, pp. 156-157;

1366 U.8, 958 (1961).

“ Luts v. Boas, 171 A, 2d 381 (Del. 1961).

369 U.8, 424 (1962),

5203 F. Supp. 478 (S.D.N.Y.), af’d sud nom. Wumefm v, Investors Di'ueramed Bervices,
Ine, 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 Corperation;
which held approximately 47.6 percent of the voting stock of IDS,
passed from Allan P, Kirby to John D. Murchison and his associates
a8 a result of a proxy contest.. The Distriet Court, in denying the
request for a preliminary. injunction, rejected this contention and,
while not grounding its decision on this point, indicated that a trans-
fer of a controlling block of Alleghany voting stock would be insuffi-
cient to cause termination of the contracts, S

Plaintiffs took an appenl from this decision, and- the Commlssmn
filed & brief amicus curige urging the Court of Appeals, if it should
reach the merits; to hold that an investment advisory Gontract is auto-
matically terminated whenever a controlling block of stock of'the
investment adviser or of a corpomtlon Whlch controls the 1nvestment
adviser is transferred. X

The Court of Appeals aiﬁrmed the demal of the prehmln.uy in-
junction, holding that neither the plantiff nor the corporation would
suffer irreparable injury by delay until 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 Court re-
served its decision with respect to the position urged by:the Commls—
sion.

In Nadler v. 8.E.C., the earher history of which is dlscussed in the
1961 Annual Report, s the Court of Appeals for the Second Circuit *2
affirmed in a’ per curigm opinion the’ Commission’s order refusing to
revoke g 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(0) (8) of
the Act.

" A stockholder had sought review of the Commlssmn 3 second order
oni the ground that the investment company’s directors who had au-
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 Commission had held -that the acts of the directors were
voidable only and that under all the clrcumstances the order should
not be revoked.

The Court, in affirming, held that there is no baSIS for declaung-
void all acts by a board not chosen as required by Section 16(a), and

5 27th Annueal Report,'p. ib&.
" 296 F. 24 63 (1981), certiorgri denjed, 309 U.8. 84D (1962},
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that “it would be an unsound policy, fraught with harm to the share-
holders, to have everything ‘done by such a.board. to carry on the
corporation’s normal business, especially within the statutory period,
declared invalid.” ) _

Taussig et al. v. Wellington Fund, Inc: et al® is a suit by stock:,
holders. of an investment company, Wellington Fund, Inc., against
its corporate investment adviser and another investment company,
Wellington Equity Fund and its adviser, in which the District Court
enjoined the advisers and Wellington Equity Fund from employing
the name “Wellington” in the investment .company field, but,denied
damages.® The District Court ruled that the goodwill attached to
the word “Wellington” resulting from .the successful operation, of
Woellington Fund, Inc., was the property. of that fund and that the
use of the name by Wellington Equity Fund was likely to_confuse
investors, constituted trading on the success and.goodwill of Wel-
lington Fund, Inc., and' would hinder that fund should-it desire to
change its investment policies to those followed by Wellington Equity
Fund. Diversity jurisdiction being questionabls, the District Court
found pendent jurisdiction, stating that Seection 85(d) of the Invest-
ment Company Act conferred an implied private right of action, and
based its decision on common 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 1nclud_1ng damages should flow therefrom.... The
defendants urge that the goodwill resultmg 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 doesAnot
mislead investors and that.neither common law unfair competition
nor violations of the prohibitions of the various sections of the In-
vestment Company -Act are shown by the.facts. . The Commission is
appearing in this appeal as amécus curiae,-and hag filed a brief which
takes the position that implied rights of action flow from violations
~ of provisions of the Tnvestment Company Act, including Section 36.
The brief also points out that no inferences should be drawn from
the nonaction of the Commission or from.its acceleration of the reg-
istration of shares as to whether names, proxy material or other ma-
terial is deceptive or misleading. The Commission takes no position
on the merits of the case..

S ———— 1 Ll
B (AL 3 Nos, 13702, 13703, 13704 and 13705,
“ Tayssig v. Wellingion Fund, Inc., 187 F. Supp. 178 (Del. 1960},
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CRIMINAYL PROCEEDINGS

. The statutes administered by the Cemmission provide that the Com-
mission may transmit evidence of violations of these statutes to the
Attorney General, who, in turn, may institute criminal proceedings.
The. regional oﬁices and, at times, the main office of the Commission
prepare, after mvestlgatlon, detailed: reports -where the facts appear
to. warrant criminal ‘prosecution. After careful review by the Gen-
eral Counsel’s Office, the recommendations of -the regmnal offices
and. the General Counsel’s Office are considered by. the Commission
and, if the Commission believes criminal prosecution is appropriate,
the case is referred to the Attorney General and to the appropriate
United States Attorney Commission employees familiar with the
case generally assist the United States Attorney in the presentation
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 submlts parole reports. pre-
pared by its staff relating to convicted offenders.. . |

- During fiscal 1962, the Commission referred more cases to the De- :
partment of Justlce 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 injunctive 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
affirmed in 2 cases, and appeals were still 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 cages are still pending.

From 1934, when the Commission was established; until June 30,
1962, 8,187 defendants have been indicted in the United States District
Courts in 710 cases developed by the Commission and 1,577 eonvictions
have been obtained., The record of convictions obtained and upheld
in . completed ‘eases is over .86 percent. for the. 28-year life of the
Commission.®

- As in; prior, years, the majority of the criminal cases prosecuted
involved_the,oﬁer and: sales of securities by fraudulent representations
and other fraudulent practices. These activities. included high-pres-
sure. 1011g-dista,nce_,belephone “hoiler-room” frauds, conversion of

—

BA condensed stntisticat sumMmary of u.ll crimmﬂl cuses developed by the Commission
from the fisesl year 1984 through the fizcal year 1962, "18" met forth in Appendix Table 23,
The states of crlmipal cases: developed by the Commission which were pending at the
end of the fiscal year 18 set forth in Appendix Table 18.
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customers’ funds and securities by broker-dealers or their salesmen,
frauds involving the sale of securities by new as well as established
businesses, and fraudulent securities sales l‘elating to the promotion of
insurance companies, mortgage companies, oil and gas and other
mining ventures, alleged inventions and other spurlous investment
schemes. Because of the large volume of cases, it is impossible to
report in detail 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 culinination of the Commission’s
intensive investigations and prosecutions of a large number of fraud-
ulent mortgage and trust deed promotions. The prineipal and perhaps
the largest of these 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
109% Earnings Program” by purchasing securities of the Trust Deed &
Mortgage Exchange, Los Angeles Trust Deed & Exchange, Trust
Deed & Mortgage Markets, and Colorado Trust Deed & Mortgage
Markets. David Farrell and Oliver 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 s degree of liquidity equivalent to
that of insured bank deposits or insured: Sm’*ings and loan certificates,
and failing to disclose that the issuing compames 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, 58

Numerous convictions also have been obtained and several indict-
ments are pending in-the Southern District of Florida, in similatr cases
involving the “8% racket,” the sale of unregistered mortgage notes to
the publlc by frftudulently guaranteeing interest payments of between

8 dnd 15 percent. “Interest” 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 prosecutions, this type of promotion
seems to have been substantially eliminated. Among the convictions
obtained were those of five defendants in United States v. Joseph A.
Peel, Jr., who were each sentenced to 18 years’ imprisonment for vio-
lating the anti-fraud provisions of the Securities Act of 1933 and the
‘Mail Fraud Statute in the sale of 8% notes of Insured Capital Corpo-
ration of Orlando, Florida. These defendants  had received more

5 Appenly are presently pending.
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than a quarter of a million dollars from public investors. In another
case, United States v. Gradsky, et ol., 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 received prison sentences ranging from 6 to 20 years.

This past fiscal year has seen a substantial number of cases involving
manipulation of securities on national stock exchanges or in the over-
the-counter market. In United States v. Talenfeld (W. D. Pa.}), Ed-
ward 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 Cornucopia 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 Ingurance Co., and coneéaling this and
other facts {from investors to- whom they distributed over 71,000 shares
of their own Cardinal stock. The deféndants 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 commeon 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. Séme
of the same defendants and others are charged, in United States v.
Garfield, et ol. (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
United States v. MeDaniel (S.D, Tex.), Paul E. McDaniel, George A.
Mellen and others are charged with manipulating the market price of
Ambrosia Minerals stock to faeilitate 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, Carroll (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 promeotions
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 Staies v.
Columbus Rewall Oonsolidated Mine Co. (S.D. Fla.), where Irwin C.
Glager 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’ securities 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 sentenced 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 frand, manipulation and registration violations. In United Stotes
V. Gerardo A. Be (S.D.N.Y.), it ig 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
0il Company stock on that Exchange while distributing large un-
registered blocks of the stock to the public through “boiler-rooms”
and the Iixchange at artificinlly inflated prices.

In United States v. J. A. Winston & Co., Ine. (8.D.N.Y.), Joel
Alfred Winston, Birrell and othérs are charged .with the manipula-
tion and sale of unregistered stock of Jeanette Minerals, Ltd. ~The
indictment -alleges that 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 LeDue 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 8 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 freudu-
lently: distributing over 600,000 shares of Canuba. Manganese Mines,
Lid. stock to the publiec.

. 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-
cerning the applicability of the registration requirements of the Se-
curities Act to the sale of the common stock of Great Sweet Grass Oils,
Litd. 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 nominess and thereafter fraudulently distributed fo ihe
public. Tt is alleged that the defendants manipulated the price of
the stock on the American Stock Exchange to famhta.te the
distribution.

Several cases involving the promotion of insurance companies and
the sale of their stock were prosecuted during the past fiscal year.
Among theso is United States v. Lefferdink (D. Colo.), where an
18-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 business. The indictment alleges that proceeds from
the sale of the stock were diverted to other companles 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 obtaining 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 him in such a high
federal ‘income tax bracket that he could afford to. pay interest at
Tates 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 represented that, as long as the investors
did not cash such checks ‘he would pay interest ra,nglng 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. Eichler
(S.D.N.Y.). Defendants Leo Sinsheimer, 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 Securities 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 Sta,tutes in'connection with his diversion of
Bruce’s funds. :

COMPLAINTS AND INVESTIGATIONS

-Each of the Acts administered by the Cormmssmn speclﬁcally
authorizes investigations to determine whether specific violations of
the Federal securities laws have occurred.

The nine regional offices of the 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 Trading and Exchanges of the Commission’s headquarters
office conducts investigations dealing with matters of particular inter-
est or urgency, either 1ndependently 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 organization of the Office of Enforcement in September
1962, certain of these functions were performed by a Branch of
Specia.l Investigations, Trial and Enforcement, which had been estab-
lished in October 1961 within the Division of demg and Exchanges.
This Branch was set up to assist particular 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 Washington Regional Office in dealing with the serious
enforcement problem in the Washington, D.C. area, resulting in
injunctive and administrative proceedings against numerous broker-
dealers; and it eooperated 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, Inc, -
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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-
tieg, 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
enforcement 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 ba 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
Iaw are not made aware that their activities are under surveillance,
since such awareness might have the effect of frustrating or obstruct-
ing the investigation. 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.’” Under certain cireumstances it becomes neces-
sary for the Commission to issue a formal order of investigation
which appoints members of itg staff as officers to issue subpoenas, to
take testimony under cath 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-

& Prior to January 1, 1962, information concerning a possible vieclatlon of the Federal
secarities laws was carrled in a preliminary investigotion file until a full acale inveatipa-
tlon was begun or no violatlon was found. As of January 1, 1962, the category of
preliminary investlgations haa been eliminsted.
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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, thers 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 erimi-
nal prosecution. The Commission may also, when appropriate, autho-
rize the institution of civil proceedings for injunctive relief to halt
further violationsg of the Federal securities laws. In such event the
complaint, iz 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 viclating the Federal securities laws.

The following table reflects in sumomarized form the investigative
activities of the Commission during fiscal 1962 :

Investigations of possibie violations of the Acls administered by the Commisgion

FPreliminary | Docketed Total

Pending June 30, 1981 .. caermme oo e oo 123 1,003 1,128
NeW CA%BS - - meomecmme e mmma s 453 603
Transferred from preliminary. 128 128

Total._..cooue. e e e 173 1,584 1,757
Closed_ e o . 45 599 844
Transterred to docketed 128 1 - °128
Pending at June 30, 1962, « oo L} 985 B85

a Phe preliminary investigation category was elimingted by the transfer December 31, 1061, of all pending
P.1's (1200 to docketed cases,
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ENFORCEMENT PROBLEMS WITH RESPECT TO CANADIAN
. SECURITIES

Continued progress was made during fiscal 1962 m reducmg the
‘mlawful offer and sale of Canadian’ sécurities in the Uniied States.
The continuing cooperation of responsible Canadian officials and
segments of-the Canadian securltles industry has greatly reduced
enforeement problems.

However, the problem has by no means ceased to exist. Durlng
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 alse 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 mcludmg steps resulting in issuance of postal fraud
orders.

Although the volume of violations has decreased, ]urlsdlctmnaJ
problems, including the status of the Supplementary Extradition
Convention with Canada, remsain troublesome.®® ‘

The Commission eontinues to maintain its Canadian Restricted
List, whieh 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 pubhshed 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 named therein may be unlawful. Most United
States broker-dealers refuse to execute transactions in such securities.
Twelve supplements to the list were issued in fiscal 1962. As a result
of more effective enforcement activities, it was necessary to add only
9 names to the list during the year, compared to the 82 names added
in fiscal 1960 and 47 in fiseal 1961. After deletion, upon compliance
with established procedures, of 4 names during the year, the number of
names on the list as of June 30, 1962, was 258. -

The current’list, as of September 30, 1962 follows =

8 See 26th Anpual Reﬁort, pp. 202-203 for a deseriptloﬂ of some of these problems,
. 1 . v i s T
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CANADIAN RESTRICTED LIST

Abbican Mines Lid.

Adonis Mines Ltd.

Alaska-Capadian Mining & Explora-
tion Co. Ltd.

Alaska Highway Beryllium Venture

Aldor Exploration znd Development
Co, Ltd.

A, L. Johnson Grubstake

Alouette Mines, Lta.

Amador Highland Valley Coppers,
Ltd.

Ambassador Mining  Developments,
Ltd. '

Americanadian Mining & Exploration
Co., Ltd. )

Amican Petroleum & Natural Gas
Corp., Ltd.

Anthony Gas and OQil Explorations,

Ltd, .
Anuwon Uraninm Mines, Ltd.
Apolle Mineral Developera, Ine.
Associnted Livestock Growers of

Ontario
Atlantis Industrial Development Co.,

Litd.

Atlas Gypsam Corp., Ltd.

Ava Gold Mining Co., Ltd.
Baranouri Minerals, Ltd.
Barite Gold Mires, Ltd.

Basie Lead and Zine Mines, Ltd.
Bengal Development Corp., Ltd.
Black Crow Mines, Ltd.

Blue 8prings Explorations
Bonwitha Mining Co., Ltd.
Burbank Minersals, Lid.

Cable Mines and Oils, Ltd.
Caesar Minerals, Ltd.
Cairngorm Mines, Ltd.
Cameron Copper Mines, T.td.
Canada Radium Corp., Ltd.
Canadian Alumina Corp., Ltd.
Canford Explorations, Ltd.
Canol Metal Mines, Ltd.
Cartier Quebec Explorationg, Ltd.
Casgoran Mines, Ltd.

Central & REastern Canada: Mines,

{1958) Ltd. o
Centurion Mines, Ltd.

Cessland Corp., Ltd.
Cessland Gas and 011 Corp., Tid. .
Colvllle Lake Explorers, Lid,

Consclidated Easter Island Mines,
Litd. '

Consolidated Exploration & Mining
Co., Ltd.

Consolidated St. Simeon Mines, Ltd.

Consolidated Woodgreen Mines, Lid.

Continental Consolidated Mines &
Oilsg Corp., Lid.

Copper Prince Mines, Lid.

Counrageons Gold Mines, Lid.

Cove Uraniom Mines, Ltd.

Cree Mining Corp., Ltd.

Crusade Petroleum Corp., Ltd.

Davian Exploration, Ltd.

Dayjon Explorers, Lid.

Dempster Explorations, Ltd.

Derogan Ashestog Corp., Ltd.

Devonshire Mining Co., Ltd.

Devonshire Mining Syndicate

Diadem Mines, Ltd.

Dolmac Mines, Ltd.

Dolsan Mines, Ltd.

‘Dominion Fluoridators, Ltd.

Dominion Granite and Marble, Ltd.

DuManurier Mines, Ltd.

Dupont Mining Co., Ltd.

Eagle Plaing Developments, Ltd.

Eagle Plains Explorations, Ltd.

Ilast Trinity Mining Corxp.

Bastern-Northern Explorations, Ltd.

Blk Lake Mines, Ltd.

Embassy Mines, Lid.

Explorers Allianee, Lid. )

Export Nickel Corp. of Canada, Lid,

Fairmont Prospecting Syndicate

Federal Chibougamau Mines, Ltd.

File Lake Explorations, Ltd.

Fleetwood Mining and Exploration,
Lid.

Flint Rock Mines, Litd.

Font Petroleums, Lid.

Foreign Expleration Corp., Ltd.

The Fort Hope Grubstake

_Franksin Mines, Ltd.

Gasjet’ Corp., Ltd.

Genex Mines, Ltd.

Georay Prospecting Syndicate
Golden Algoma Mines, Lid.
Golden Hope Mines, Ltd.
,Goldmaque Mines, Ltd.
Granwich Mines, Ltd.
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CANADIAN RESTRICTED LIST—Continued

Guardian Explorations, Ltd.
Haitian Copper Mining Corp., Ltd.
Hallmark Explorations; Lid.
Hallstead Prospecting Syndicate
Jack Haynes Syndicate

Hoover Mining snd Exploration, Ltd.
Ibsen Cobalt-Silver Mines, Ltd.
Inlet Mining Corp., Ltd.

International Ceramic Mining, Ltd. ’

International Claim Brokers, Ltd.

Irandeo Oil and Exploration, Ltd.

Jacmar Explorations, Lid. -

Jaylac Mines, Lid.

Jilbie Mining Co., Ltd.

Jomac Mines, Ltd.

Kateri Mining Co., Ltd.

Kelkirk Mines, Ltd.

Kelly-Desmond Mining Corp., Ltd.

Kennament Development Corp., Litd.

Key West Exploration Co., Ltd.

Kimberly Copper Mines, Ltd, -

Kipwater Mines, Ltd.

Kordol Explorations, Lid.

Korich Mining Co., Ltd.

Kukatush Mining Cerp.

Kuskokwim Grubstake

Ladysmith Explorations, Ltd.

Lake Kingston Mines, Ltd,

Lake Qtter Uranium Mines, Ltd.

Lama Explorations and Mining Co.,
Litd.

Lambton Copper Mines, Ltd.

Larutan Petroleum Corp., Ltd.

Lavandin Mining Co.

Lavant Mines, Litd.

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. '

Marian Lake Mines, Ltd.

Marpic Explorations, Lid.

Marpoint Gas & 0il Corp,, Lid.

Mattagami Explorers Corp.,

Megantic Mining Corp.

Merrican International Mines, Ltd.

872176—83——11

Mexicana Explorations, Lid.

Mexuscan Development Corp.

Midas Mining Co., Lid.

Mid-National Developments, Ltd.

Mile 18 Mines, Ltd.

Milldale Minerals, Litd.

Mina-Nova. Mines, Ltd.

Minden Land Enterprises, Ltd.

Mineral Exploration Corp., Lid.

Misgile Metals and Mining Corp., Itd,

Monarch Asbestos Co., Ltd.

Monitor Gold Mines, Ltd.

Monpre Mining Co., Lid.

Montelair Mining Corp., Lid.

Mylake Mines, Lid. 7

Nations] Telepix (Canada}, Ltd.

Nationwide Minerals, Ltd.

Natto Mining Co., Ltd.

Neelgnd Flin Flon Mining and
Explorations, Ltd.

New Campbell Island Mines, Ltd.

New Fanlkenham Mines, Lid.

New Hamil 8ilver-Lead Mines, Ltd.

New Mallen Red Lake Mines, Lid.

New Metalore Mining Co., Ltd,

New Spring Coulee (il and Minerals,”
Ltd. .

New Surpsass Petrochemicals, Ltd.

Norbank Explorations, Ltd.

Norcopper and Metais Corp.

Normalloy Explorations, Ltd.

Norseo Mines, Ltd.

Norseman Nickel Corp., Ltd.

North Ameriean Asbestos Co., Lid.

North Gaspe Mines, Ltd.

North Lake Mines, Ltd.

North Tech Explorations, Lid.

Northport Mineral Explorers, Ltd.

Nortoba Mines, Ltd.

Nu-Gord Mines, Ltd.

Nu-Reality Oilg, Ltd.

Nu-World Uranium Mines, Ltd,

Olympus Mines, Ltd.

Outlook Explorations, Ltd.

Palliger Petroleums, 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—Continned

Prestige Lake Mines, Ltd.
Primary Gold Mines, Ltd.
Prudential Petroleums, Ltd.
Quebec Graphite Corp. ‘
Queensiand Explorations, Litd.
Quinalta Petroleum, Ltd.
Rambler Exploration Co., Ltd.

Red River Mining & Exploration, Lid.

Regal Mining & Development, Ltd.

Resolute Qil and Gas Co., Ltd.

Revere Mining Corp,, Lid.

Riobec Mines, Ltd, -

Roberval Mining Corp.

Rockroft Explorations, Ltd.

Rothsay Mines, Ltd.

Roxton Mining & Development Go »
Ltd.

8t. Anthony Mines, Ltd.

8t. Lawrence Industrial Dev. Corp.

St, Stephen Nickel Mines, Ltd.

Saskalon Uranium and Oils, Ltd.

Sastex Oil and Gas, Lid.

Savoy'Copper Mines, Ltd.

Seaboard Industries, Led.-

Senvil Mines, Ltd.

Sheba Mines, Ltd,

Sheraton Uranjum Mines, Ltd.

Shoreland Mines, Ltd.

Sico Mining Corp., Litd.

Sinclair Prospecting Syndicate

Bouth Seas Mining, Ltd. -

Space Age Mines, Ltd.

Stackpeol Mining Co., Ltd.

Strathcona Mineg, Ltd.

Sturgeon Basin Mines, Litd,

Success Mines, Lid.

Sudbay Beryllium Mines, Ltd.

Sudbay Exploration and Mining, Ltd.

Swift Cooper Mines, Litd. )

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 Pefroleum & Mmerals Corp.,
Litd,

Tri-Cor Mining Co., Ltd.

Triform Explorations, Ltd,

Triform Explorations (B.C.), Ltd.

Trio Mining Exploration, Ltd.

Trojan Consolidated Mines, Ltd.

Tumae Mining & Development Co.,
Lid.

Turbenn Minerals, Ltd.

.Turzone Explorations, Ltd,

Tyndal Explorations, Lid.

Upper Ungava Mining Corp., Lid.

Val Jon Exploration, Ltd,

Val Ray Explorations, Ltd.

Venus Chibougamau Mineg, Ltd.

Ver-Million Gold Placer Mining, Ltd.

Vico Hxplorations, Lid,

Vimy Explorations, Ltd.

Viscount Oil and Gas, Ltd, '

Wakefield Uranium Mines, Ltd.

Wabbwood Exploration Co., Ltd.

Western Allenbee 0il and Gas Co,
Ltd.

Westwind Explorations, Ltd. -

Windy Hill Mining Corp.

Wingdam & Lightning Creek Mining
Co., Ltd.

Yukon Prospectors’ Syndieate

‘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 maintains files providing a c]earmghouse for other enforce-
ment agencies for information concerning persons who have been
charged with violations of various Federal and state securities stat-
utes. Considerable information 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 officials, state’ securities -authorities,” Federal and state
prosecuting attorneys, police oﬁicers, better business bureaus, cham-
bers of commerce and other agencies. At the end of the fiscal year
these records- contained information concérning 79,000 . pérsons
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 eoncerning
8,761 persons, including 2,601 persons not previcusly identifiéd in these
records,

The Section issues and distributes quarterly a securities violations
bulletin containing information 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 mformatlon as to per-
sons wanted on securities vmla.tlons charges. The bulletin is distrib-
uted to a limited number of officials of cooperating law enforcement
and other agenmes 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 addition 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 received .and disposed of 1,920 “securities violations”
latters or reports and dlspatched 450 communications to cooperating
a.gencles

APPLICATION FOR NONDISCLOSURE OF CERTAIN INFORMATION

The Commission is authorized under the various Acts.administersd
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,
disclosure of any portion of a material contract is not requlred if the
Commission determines that such disclosure would i impair the value
of the contract and is not necessary for the protection of investors.
Under Section 24(a) of the Securities 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 contained in any material filed
with the Commission may be made to the Commission which is then
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authorized to6 make public disclosure of such information only 1f in
its judgment such disclosure is in the public interest. Similar pro-
visions are contained in Section 22 of the Public Utility Holding Com-
pany Act of 1935 and in Section 45 of the Investment Company Act
of 1940. These statutory provisions have been implemented by rules
specifying the procedure to be followed by applicants seeking
determination tha.t public dlsclosure is not NecessaTy ina partlcular
case.

The number of apphcatlons granted, denied or othermse acted
upon during the year ate set forth in the following table:

Applications for nondisclosqr& during 1962 fiscal yeor

Number Number | Number
pending | NMumber | Nuginber ; denled nding’
T 1;}]%11, recelved | granted | or with- une 30

drawn
Becuritias Act of 1933 # 5 i1} 43 19 4
Securities Exchange Act of 1934 &____ 81, i) - 2 1| 15
Investment Company Act of 1940 «__ ) ] 15 15 0 0
TOAIS e ee e e e e 13 87 60 0 2

a Flled under Rirle 485.
b Filed under Rule 24b-2.
+ = Filed under Rule 45a-1.

ACTIVITIES OF THE COMMMISSION IN ACCOUNTING AND AUDITING

The several Acts administered by the .Commission recognize the
importance of dependable informative financial statements which
disclose the financial status and earnings history of a corporatlon or
other commercial entity. These statements, whether filed in comph-
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 investment 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 disclosure
requirements, Thus, for example, the Securities Aect requires the
inclusion in the prospectus of balance sheets and profit and loss state-
ments “in such form as the Commission shall prescribe” ** and author-
izes the Commission to prescnbe the “items or details to be shown
in the balance sheet and earnings statement, and the methods to be
followed in the preparation of aceounts . . .”® Similar authority,
is contained in the Securities Exchange Act *! and even more compte-

= Sectlons 7 ard 10(a) (Hcheduls A, Pars. 25. 248).
% Spetion 19(a);
_01 Sectlon 18(b).
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hensive power is embodled in the Investment Company Act ® and
the Public Ttility Holdmg Company Act.ss:

Pursuant to the broad rule-making power thus conferred Wlth
respect to the preparation and presentation of financial statements,
the Commission has preseribed uniform systems of accounts for com-
panies subject to the Holding Company Act;® has adopted rules
under the Securities Exchange Act governing accounting and audit-
ing of securities brokers and dealers;* and has promulgated rules
contained in a single comprehensive regulation, identified as Regu-
lation' S8-X,* 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, opiniens 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 aré regu-
latory reports, prescribe accounting prineciples 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, frandulent
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.” 5
The other three statutes permit the Commission to require that such
statements be accompanied by a certificate of an independent public
accountant,® and the Commission’s rules require, with minor excep-
" e gections 30, 31.

& Bectlong 14, 15,

. % Uniform Ssstem of Accounts for Mutual Servlce Companles and Subsidlary Service
Companles (effective August 1, 1936) : Uniform System of Accounts for Publie Utility
Holding Companies {effective Tanuary 1, 1037 ; amended effective January 1, 1943 ; revised
November 24, 1039). (Accounting Serles Release No. 84).

% Rule 17a-5 and Form X-17A—5 thereunder.

% Adopted February 21, 1040 (Accounting Serles Release No. 12) ; revised December 20
1950 (Accounting Series Release No. 70).

o Sectlons 7 and 10(a) (Schedule A, pars. 23, 26).

% Becuritles Hxchange Act, Section 13(a)|(2) ; Investment Company Act, Section 30(e) ;
Holding Company Act, Sectlon 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 recognized and adhiered 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,; diréctor, officer, employee, or stockholder; ® or,
in rare cases, has demonstrated incompetence, subservience to the man-
agement, or has engaged in unethical or improper professional con-
duct.”® 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 ™ regarding the independence of a certifying aceount-
ant who also acts as counsel for the registrant. The Commission’s
opinion included the following statements: _

Though owing a public responsibility, an attormey in aecting as the client’s
advisor, defender, advocate and confidant enters into a2 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 managegnent and who does
not have any relationship that might affect’ the independence which at times
may require him to voice public criticisms of 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 firm’s certification disqualified him and
the firm of which he was a partner from certifying registrant’s financial state-
ments a8 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 economic conditions affect the operations and finanecial status
of the several thousand comunercial and industrial companies required

® Bee, for example, Rule 2-01 of Regulation 8-X.

™ See, for example, Securities Exchange Act Reiease No. 2073 (1841); 10 SEIC 982
f1942) ; Accounting Series Releage No. 68 (1949} ; Accounting Series Relcage No. 82
(1959) ; and Accounting Series Release No, 88 (1981). See also Acconnting Series Release
Nos. 81 and 92 (1962) which are dlscussed at page 154, infra.

M American Finance Company, Ino., Securities Act Release No. 4485 {March 18, 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 purpose of estab-
Hishing 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
acoountmg and auditing policies and their application.:

Progress in these activities requires continuing contact and consul-
tation between the staff and aecountants both individually and
through such representative groups as, among others, the American
Accounting Association, the American Institute of Certified Public
Accountants, the Amerlcan Petroleum Institute, the Financial Ana-
lysts Federation, the Financial Executives Institute, and the National
Association of Railroad and Utilities Commissioners, as well as many
Government agencies. Recognizing the importance of cooperation
in the formulation of accounting principles and practices, adequate
disclosure and auditing procedures which will best serve the interests
of investors, the American Institute of Certilied Public Accountants,
the Financial Analysts Federation and the Financial Executives Insti-
tute appoint committees which maintain liaison with the Commission’s
staff. The Commission on its part has authorized its Chief Account-
ant to continue to serve as a member of an advisory committee to the
accounting principles board of the American Instltute of .Certified
Public Accountants. :

The many daily decisions to be ma.de require the attention of _soma

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 curtent 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 pertam to
accounting matters.
- Prefiling and other conferences, in person or by telephone, with
officials of corperations, 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 and auditing problems are disclosed in
the examination of financial statements required to be filed with the
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Commissicn. Where examination reveals that the rules and regula-
tions of the Commission have not been complied with or that appli-
cable genera,lly accepted accounting principles have not been adhered
I:o, the examining division usually notifies the registrant by an infor-
mal letter of comment. These lstters 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 partlcularly difficult or novel questions srise which cannot be
settled by the accounting staff of the divisions and by the Chief
Accountant they are referred to the Cormmsswn for conmderatlon
and declslon

These procedures 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 year many
such filings were made by companies whose business is closely associ-
ated with rapidly growing teclmo]oglca.l and scientific developments
and with our expanding populatlon as in real estate and recreational
activities, ‘

Certain special problems related to real estate filings and the in-
erease in their number indicated the need for a new form designed to
provide adequate disclosure of the problem areas. The Chief
Accountanf and his staff cooperated with other divisions of the Com-
mission in the preparation of a new Form S-11 for this purpose whlch
was adopted effective December 1, 1961.7

The Commission also adopted, on June 12, 1962, new Rules 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 and net income; cash available for dlstrlbutlon, and
distributions to shareholders.

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 staternents as set forth in Regulation S-X.

Some of the current problems in initial filings are created because
audits had not been made in years preceding the filing of a registration

" Securlties Act Releasé No, 4422,

9 §ecurlties Fxchange Act Release No. 6820 and Securities Act Relezse No. 4498
(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 receivables. These standards
require the observation of inventory taking and the confirmation of
receivables where practicable and reasbn»able-if eithei of these assets
represents a significant proportion of the current assets. Where these
procedures have not been applied, the auditor must satisfy himself as
to the reasonableness of inventories for prior years by other appropri-
ate auditing 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 sttention of the Commlsswn 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 ™ was issued to reemphasize that our rules under the
Securities Act require that registration statements contain a certificate
of an independent accountant based on an audit conducted in accord-
ance with generally accepted auditing standards and procedures.

The Chief Accountant and his staff cooperated with other divisions
of tho Commission and the industry in the preparation of proposals
to amend Articles 7 and 12 of Regulation S-X 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, 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
discusgsed in last year’s report. - Similar cooperative effort during 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 statements and related sched-
ules to be filed by life insurance companies.™

™ Accounting Serles Release No. 90 (March 1, 1962},

= Accounting Serles Release No. 89.
7 Securities Act Release No. 4525 (August 20, 18623},
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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. On July 23, 1962, & new Form 11-K was adopted for use in
filing annual reports with respect to such plans, and Regulation 8-X
was amended by the addition of a new Article 6C which prescribes the
form and content of the financial statements to be filed.”

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 Arthur Levison,” the Commission found
that Levison, a certified public accountant, was not in fact independ-
ent with respect to 2 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 peried 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 his 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,”™ the Commission held that Myers, a certified
public accountant, engaged in unethical and improper professional
c¢onduct when he prepared a balance sheet for a “proposed corpora-
tion” on the basis of information supplied over the telephone hy 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.

1 Accounting Series Releade No, 83 (July 23, 1962).
B Accounting Serles Release No. 91 (July 20, 1962).
*® Acepunting Series Releage No. 92 (July 20, 1962).
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INTERNATIONAL BANK.FOR RECONSTRUCTION AND DEVELOPMENT

" 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 securitiés issued, or guaranteed
as to both principal and interest, by the International Bank for
Reconstruction and Development. The Bank is required to file with
the Commission 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, a,dopted rules requiring
the 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
mado 29 Joans 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 Tobago 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 Bank had been reduced to $4,665.4 million,

During the year the Bank sold or agreed to sell $318.8 mllhon
principal amount of loans. . On June 30, the total sales of loans
amounted to $1,332 Imlhon, of which all except $69 m].lllon was
without the Bank’s guarantee.

The outstanding funded debt of the Bank amounted to $2,520.8
million on June 30, 1962, reflecting a net increase of $292.3 million
in the past year. During the year there was & gross increase in
borrowi.ngs of $463 million. This increase consisted of three public
bond issues, including an Italian lire issue in the amount of Lit. 15
billion (U.8: $24 million}, a $100 million U.S. dollar i 1ssue, and a Swiss’
franc issue in the amount of Sw F 100 million ($23 3 million) ; the
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private placement of an issue of $100 million of U.S. dollar bonds;
the drawing down of the Swiss frane 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 millicn 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 smounting 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 Aect, 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 IA, 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.

Dmmg the year ending June 80, 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 gnarantee of the Bank. The
loans from the Bank’s ordinary capital resources were made in Argen-
tina, Brazil, Chile, Colombia, Costa Riea, Ecuador, El 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 $89,035,000, 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 Bank made 86 loans from the Social Progress Trust
‘Fund, which it administers.for the United States, aggregating $223,-
787,000, Lending operatlons 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 from the sale of its
bonds in Italy.

The subscribed capital of the Bank on June. 30, 1962 wag the
equivalent of $813,160,000, of which $431, 580 000 represented callable

capital, .
STATISTI(CS AND SPECIAL STUIMES

During the past fiscal year the ‘Branch of Economic Rcsearch cotn-
tinued its regular work in-connection with the statistical activities of
the Commission and the overall Government statistical program 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 Comlms-
sion’s Statistical Bulletin and in- addition, except for data on
registered issues, on corporate pension funds, and on the stock market,
current figures and analyses of the data are published in quarterly
press releases. .

Issues Registered Under the Securi-l‘.ies 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 Appendlx Table 1 and detailed stat1stlcs for the ﬁscal year
1962 appear in Appendix Table 2.

New Secunues Offerings

This is a monthly and quarterly series oovermg all new corporate
and noneorporate issues offered for cash sale in the United States.
The series includes not only issues publicly . oﬁered but also issues
privately placed, as well as other issues exempt from reglstratmn
under the Securities Act such as intrastate oﬂ"erlnors and railroad
securities, The oﬂ'ermgs series includes oiily securities actually offared
for cash sale, and only issues offered for account of issuers. Annual
statistics on new oﬁemngs for recent years as well as month]y ﬁgures
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from January 1961 through June 1962, are given in Appendix Tables
3,4, and 5.

Estimates of the net ca.sh flow through securities transactwns 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.

[ndl\rlduals 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, ete. A reconciliation of the Commission’s estimates
with the personal saving estimates of the Department of Commerce,
derived in connection witli 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 _

An annua)l survey is made of pension plans of all 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 capltal pOSlt.l()n 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 Com_tnlssmn, com-
piles a quarterly financial report of all United States manufacturing
concerns. This report gives complete balance sheet data and an
abbreviated income account, data being classified by industry ‘and
size of company.

Plant and Equipment Expendltures

The Commlssmn, together with the Department of Commerce, con-
ducts -quarterly and annual surveys of actual and anticipated plant
and equipwment expendifures of all United States business, exclusive
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of agriculture. After the close of each quarter, data are released on
actual capital expenditures of that quarter and antlclpated 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 Compames :

The Commission annually publishes a listing of companles 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
Clagsification 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 New York exchanges, special offerings and
secondary distributions. It also computes indexes of stock market
prices each week based upon the closing market prices of common
stocks listed on the New York Stock Exchange. Thisstoek 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 pubhshed regu]arly in the
Commission’s Statistical Bulletin, X

OPINIONS OF THE COMMISSION

Administrative proceedings arising under the stdtutes- adminis-
- trated by the Comumission and under its Rules of Practice generally
culminate in the. issuance of an opinion by the Commission, which in-
cludes findings of fact and conclusions of Jaw. ' 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 aré in almost all cases
before a hearing examiner, or on stipulated facts'or admissions.

In the preparation of opinions, the Conimission, or the individual
Commissioner to whom a case may be assigned for the preparation of
an opinion, is assisted 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 funetions embodied in the Administrative Procedure
Act. Where the parties to a proceeding waive their right-to such
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separation, the operating division of the Commission which partici-
pated in the proceedmg may a551st in the drafting of the Comnussmn 3
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-
mernt Printing Office in bound volumes. entitled “Securities and
Exchange Commission Decisions and Reports.”

During the fiscal year 1962, the Commission-issued 164 opinions
and other rulings of an adjudicatory nature.

DISSEMINATION OF INFORMATION

Various activities of the Commission supplement the undcrlymg
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
Jaws 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 securitiés manuals, which are standard reference material
for securities analysts, investment advisers and tmst departments
throughout the country. .

To facilitate public dlssemma,tmn with respect to corporatc ﬁnanc—
ing and other proposals filed with the Commission and actions
taken by it in its administration of the laws, the Commission issues a
daily News Digest containing a résumé of each filing, as well as
a summary of eath order, decision:or rule issned by or other action-of
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 8,500 investors, securities firms and other
interested persons are currently subseribing to -this 'service. Dur-
ing the year-the Digest included ‘a résumé of each of the 2,106 regis-
tration statements filed with the -Commission (not including invest-
ment company filings which added additional secuvities by way of
amendments to previcus statements) ; and it also included summaries
of the 1,250 orders, decistons, rules and otlier actions of the Commis-
sion.” Much of the information reflected in the Digest is published in
the daily pressand in financial and other periodicals, A more limited
distribution of the full text of the Commission’s decisions or other
pronouncements is made to registrants, practicing lawyers and 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 jurisdiction as well as the investing
public of the role of the Commission. '

Information Available for Public Inspeciion

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 Exchanue, and cop1es
of current reports of many nonlisted companies which have regis-
tered securities for public offering under the Securities Act, may be
examined in the Commission’s New York regional office; and recent
reports filed by companies whose securities are listed on the New York
and American Stock Exchanges may be examined in the Commis-
sion’s Chlcago regional office. Moreover, there are available for
examination in all regional offices copies of prospectuses relating to
recent public oﬁ'ermgs of securities registered under the Securities
Act; and all 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
various exchanges may be seen’at the respective exchange offices.

" Photoeopies of reports or portions thereof and other mmterlal 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 document by the Commission is $2.

Each year many thousands of requests for photocopies of and
information from the public 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 others examined files in the New York and Chlcago regional
offices. About 289 907 photocopy pages were sold pursuant to 4,361
individual orders.

872175—65——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, Diree-
tors and Principal Stockholders.®
Quarterly:
Financial Report, U.S. Manufacturing Corporations*® (jointly with the
Federal Trade Commission).
Plant and Equipment Expenditures of U.8. Corporations (jointly with the
Department of Commerce).
New Securities Offerings.
Volume and Composition of Individuals' Saving.
‘Working Captial of U.8. Corporations.
Annually ;
Annual Report of the Commission.”
Securities Traded on Exchanges under the Securities Exchange Act of 1934,
Companies Registered under the Investment Company Aet of 1940,
Corperate Pension Funds.
Directory of Companles 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 §7-196, dated
September 5, 1961.

a Must be ordered from the Superintendent of Documents, Government Printing Office,
Washington 23, 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 investigation 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
Excha.nges were reorganized to centralize the responsublllty for all
enforcement matters other than criminal referencés in an Office of
Enforcement, with two Branches of Enforcement. The Branch 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 Oflice of the Comptroller,
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 super-
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
compa.mes

Also in December 1962, the Assistant Director of the Division of
Corporate Regunlation with responsibility for the Commission’s fune-
tions under the Public Utility Holding Company Act of 1935-was also
given responsibility for its functions under Chapter X of the Bank-
ruptcy Aect; 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 appoiniment of another Assistant Regional Admin-
istrator with responsibility for the Commission’s functions under
Chapter X of the Bankruptcy Act and for the 1nvestment company
and investment adviser inspection programs.

PERSONNEL AND FINANCIAL MANAGEMENT

In fiscal 1962, the Commission continued its intensive efforts to
recruit outstanding law and business 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 hxgh-ca.hber gradunates -were appomted to the
staff asa result of these visits, ~

The enactment of Public Law 87-196 by the Congresa, author1z1ng
the Commission to conduct a special study of the securities markets,
required the recruitment of 2 specialized staff in as short a time as
possible, Authority to appoint employees without regard to Civil
Service laws, rules and regulations and to establish pay without-
regard to 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 positions created under Public Law 87-196 was approved
by the-Chairman-on October 6, 1961. '

+The Commission wag a.uthorlzed 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 surroundlnfr the \Vash-
ington Metropolitan Area. - - -

The Commission found it necessary to supplement, its on- the-]ob
training of newly appointed 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 space problems and to continue work production during office
hours. The New York Regional Office also conducted 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’
and records, ete., was conducted-in the Headquarters Cffice under the
direction of a special secrefarial committee recruited from experi-
enced staff employees.

In ite seventh annual service and merit awards ceremony in October
1961 the Commission recogmzed the long service -of its career
employees by presenting pins to 31 employees with 25 years of S.I8.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 wers adopted.
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The following comparative table shows the personnel strength of
the Commission as of June 30, 1961 and 1962:

Jupe 30, 1662 | June 30, 1961
L1107 () 11T U & [}
Btafl:
Headguoarters offtee 882 875
Rogional HIieeS. e uras o o rane e v e ccmrac A mr et 469 4807
Total UMK . oo o e e 1,331 1,082
Grand tobal o o e 1,338 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 copiles of documents filed with the
Commission.®

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:

Percentage of]
Apprepria- Fees cols | fees collected | Net cost of
Year tlon lected o to total comraission
appropria- operation
tlom (percant)
$8, 100, 000 $2, 631,408 32 $5, 468, 602
9, 517, 800 2,927, 407 3 6, 500, 093
11, 412, 500 8, 422,403 30 7, 990, 097

o Fees are deposited in the general fund of the Treasury and are not avallable for expenditure by the
Commission.

% Principal rates are (1} gy of 1 percent of the maximum aggregate price of securities
proposed to bhe offered but not less than $25; (2) 1499 of 1 percent of the apggrezate dollar
amount of stock transectlone. Fees for other services are only nominal.
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detion taken on budget estimales and appropriation from fiscal 1958 through flscal 1963

Fiseal 1958 Fiscal 1999 Fiscal 1960 Fiseal 1961 Figeal 1962 Fiscal 1963
ACTION |
Posi- Money Posi- | Money Posi- Money Pgsi- Money Posi- Money Posi- Money
tions tions ‘ tions tions tions tions
!
Fstimate submitted to the Burean of the ! | .

Udpet. . e emeeceo 986 | 47,178,000 | 1,005 | $7,500,000 | 1,036 | a §8,437, 000 1,150 | %9, 760, 000 1,290 | $11, 450,400 1,671 | » $14, 516, 500
Action by the Bureau of the Budget. .| |- —3 | —400, 000 ~18 —162, — —B60, 000 —38 —435, 000 -8l —1716, 500
Amournt allowed by the Burau of the Budget. . 985 7. 178, 000 949 I 7. 100, 00D 1,018 8,275,000 1,092 | 8,900,000 1,254 | £11,015,000 1, 580 13, 800, 00
Action by the House of Represvntsatives. - ~67 | —478, 000 —48 | —300, 000 —55 —475, J00 —d46 | —375,000 t________ —15,000 ~47 —&00, <100

Suhtotal - B, 800, 00D ik 7, 800, D00 1,046 | 8,625,000 | 1,250 1 L%,000,000 1,533 13, 300, 000
Action by the Senste.. —+-300, 000 45 475,000 4101 | 44775, 000 +iif 4450, 000 |-
Subtetal . ... 7. 100,000 1,018 {1 8 275000 1,147 | 9,300,000 1,319 | 11,450,000 1,533 13, 300, 000
Action by Conlumes oo oo oy caaan —18 — 175,000 —57 —3a87,500 |.ooeees —3i, 500 — 52 —500, 000
Annual appropristion ... P18 | 6,700, 100 49 [ 7,100,000 | 1,000 8,100,000 | 1,090 | §912,600 [ 1,319 | 11,412,500 | 1,481 12, 800, 400
Supplemental appropriation for stututory puy *
DRSS « e o 235,000 | 605,000 |anammens e e L1101 | ) R NS (U
Total appropriation. .. ______..__ Q18 [ 6,185 000 910 7,705,000 | 1,000 B, 100, 000 1,080 [ 9,517,300 | 1,319 1 11,412, 500 1,481 12, 804, Q00

s Excludes a supplemental request for $200, 000.
¥ Includes a supplemental regizest for $400, 008,
¢ Includes s supplemental request for $100, 000,

d Includes a supnlemenial request for $450, 000 for the Speeial Study of Lthe Securities Markats.

+ Includes a supiernental reguest for $1, 366, 000.

LHOdEY TVANNY HIHDIT-LLNTML

291






PART XII
APPENDIX

STATISTICAL TABLES






TapLE 1.—A4 28-year record, of registrations fuuy effective under the Securities
Act of 1933 .

1935-1962
_[A:_I_ml'mtslln!milllona af dollars]

For cash sale for account of issuers

e e Number - -
Fiscal year ended June 30 of All regis-
. gtate- trations, Bonds, | Preferred | Common,
ments ! Total |debentures,| stoek stock
. and notes
284 $013 " 3686 $400 $168
689 4, 833 3,036 3,153 252 531
840 4,851 3,635 2,426 46 802
412 2,101 1,340 666 209 474
34 2,579 2,020 1,693 09 318
306 1, 787 1,433 1,112 10 210
313 2,811 2,081 1,724 164 186
193 2,003 1, 465 1,041 162 83
123 859 486 a6 32 137
221 1,760 1,347 732 343 272
340 3,225 2,715 - 1,851 407 456
661 L1078 5,424 3,102 #1 1,331
493 6,732 4,874 2,937 787 1, 160
435 6,405 5,032 2,817 BT 1,678
420 5,333 4, 204 2,795 326 1,083
487 5, 307 4,381 2,127 468 1, 786
487 6, 439 5, 180 2, A38 427 1,404
635 9, 500 7,629 3,346 851 3,332
503 7,607 8,326 3,093 424 2, %8
31 9, 174 7,881 4, 240 531 2,610
779 10, 960 8,277 3,951 462 3, 864
233 13, 096 9, 28 4123 539 4,544
860 14, 624 12,019 5, 689 472 5,858
) 18, 490 13, 281 6, B57 427 5, 498
1,055 15, 657 12,095 &, 285 443 6, 387
1,398 14, 367 111,738 4,224 253 7, 260
1,507 18, 070 1 186, 260 6, 152 248 9, 850
1,814 18, 547 16, 286 4, 512 253 11, 62t

| Statoments registering Arerican Depamtary Receipts against outatand.ing forelgn sccurities as provlded

by Form 8-12 are not inclded:

1 Far 10 months ended June 30, 1935.
* Ravised. See feotnote 2 to Appemijx Table 2.

T171
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TABLE 2.—Regigtrations fdny effective under the Securities Act of 1033, fiscal
year ended June 30, 1962

Part L—DISTRIBUTION BY MONTHS
{Amounts In thousands of delars 1]

v ¥ All'registrations - \ , Proposed for sale for acconnt of Issuers 3
.. Total Corporate
Yoar and month Number | Number
ofstate- | . of .| Amount
ments | fissues? Number .| Number
- : ) of Amount of Amount
issues ¥ ! Issues ¥
. 196! i
TOIF emm e 124 167 | 91,004, 105 126 $949, 340 89 3400, 452
August.___ 158 180 | 1,383,324 149 | 1,112,785 114 401, 615
September. 142 164 | 1,127,472 128 615, 382 10 328, 707
October.... 172 | 24 | 1,272,336 165 932,713 | 7 117 580, 540
November. 168 197 | 1,287,853 156 | 1,062,274 il 830,
135 160 | 1,302 148 133 [ 3,150,510 104 353, 637
135 | - 150 | 1,320,003 -+ 125 1,238 288 81 335, 027
106 o118 1,192, 759 97 976, 651 80 563, 506
171 . 188 | 1,871,583 160 1, 544, 528 118 977, 169
51 305 | 4,828,701 L o244 ] 4,104,028 133 729, 250
159 183 1,978, 842 154 1, 698, 308 87 646, 803
o7 120 880, 826 9 811,454 59 . bB31,104
Total, fiscal year ) .
W62 _ s 11,815 2,134 | 19, 547,011 1,725 | 16,286,325 { 1,192 | 6,318,737

Par? 2—PURPOSE OF REGISTRATION AND TYFPE OF SECURITY
[Amounts In thousands of daliars 1]

Type of securlty
Purpose of regiatration All types .
" Bonds, de- | Preferred | Common
bentures, atock atock’
and notes &
All registrations (estimated value)--..- cecceozooo| 319, 847,011 $4,617, 8566 $420, 844 | $14, 508, 511
For aceount of isguer for eash sale. . ... cuc._.. 16, 286, 325 4, 612, 471 252,664 | 11,521,100
For immediate offering ¥ oo e ee e
Corporate oo eeanes 6,318,737 4,088, 483 251,626 | 1,978,728
Offered to:

(eneral publlo 5, 208, 634 3,822,150 149,751 1,328,734
Security holders. 465, 485 282, 319 96, 431 606, 735
Other speclal grou 54,618 4,014 5,344 4B, 260
Forelgn governments. ..oocccccccemmanas 246, 875 246, 876 0 0
For extended cash sale and other issues 3. 9,720,713 17,113 1,138 9, 542, 462
Far accoun? of igsuer for other than cash sale_ . 1,523,170 88, 331 164,829 1, 272,018
For account of ether than issuer ... ... 1, 737, 508 19, 054 3,151 1,715,303
Forcash 820 o u e cccce v ceieeoe oo 1,418,475 8,322 113 1,410, 041
Other, . s 319, 032 10,732 3,038 306, 261

Hea footnotes at end of part 4 of tabls,



TABI.E 2.—Registrations fully effective under the Securlticsa Aot of 19338, flscal year ended June 30, 1962—Continued

PART 3—PURPOSE 0F REGISTRATION AND INDUSTRY OF. REGIBTB.ANT
{Amounts in thousands of dollars §

Type of issuer
. Purpose of reglstration .
! Allregls- | Manudac- Electrl Commun- | Financlal | Commer- | Foreign [Investment| Other
trations turing Extractive d ication and rea] | clal and govern- | companies typea
water . egtate | other? ments
Number of statemtents. .. 1,815 595 43 108 32 241 3| 1 278 171
Number of issuea d____________ . .- 2,134 890 43 125 34 9| ., 39 BT as| . 203
‘Allreglstrations (estimated value}.. $10, 547,011 | $3,254,357 |  $125,700 | $2, 502,677 | $1,137,114 | §1,420,612 | $1,120,073 |  $246,875 | §5, 055,865 | 43,764,847
" For account of 18Uer. e . oueaeeocaooooconaes 17,809,504 | 2,209,542 | 118,789 | 3,496,229 844,402 | 1,208,772 876, 132 246,876 |- 5,055,805 | 3,764,847
Forcush B8l8. . heemien . .t 18,256,325 1,8!.7, 852” o 1927. 15] 2,732(?, ?6‘3 ‘839,873 771,608 | '4';'0,_ 588 246,876 { 5,853,865 3,764,847
For immodtate offerlng. - 8,565,612 .} 1,817,852 92,151 2,328, 769 + 830,873 771,606 470, 586 246, 876
COTpOr8te Y. _ e cvmccmcacaemman 16,318,737 | . 1,817,852 92,151 [ 2,326,760 } | 839,873. 771,608 470,586 |oovevancnan IR, S S —
Foreign BOVOrnmonts. 246,875 | o] L IR 246,875 ‘
For extended 8816 3.\ eeeeaceeacea| 9 720,713 cee|-- A - SRS N S — 5,955,885 | 3,764,847
Investment companies ¥ ______.__ " 5,855,865 raan ) I - 6, 95,865 [ooeeeooo. -
Employee saving plan certificates. 572,011, E . - | -eremmrrancs|cceevsanansn]-mercnsannan 572,011
Becurities for employee. stock - . . -
option plans e 1,314,128 - LY S, 1,314,126
L0 1T.) R, b 185 L1 I8 PRSP RPN PR (RO PR - 1,878, 710
.. For other than cashsale___ . ___ . ._.... -1,523,179 |- - 391, 690 28, 838 168, 48D - 4,529 525,260~ - 405,506 | _.____
Exchange transsetlons 0 __._.___._ 631,957 82, 146 4,008 3,006 2,020 326,870 188, 727 !
Reserved for conversion. . -} 757,824 274, 439 18, 413 140, §50 2,327 163, 578 157817
...... 133,397 35,105 4,127 - 1,414 182 34,517 | - - 58,052
1,737,508 | 1,044,815 7,001 6,448 292, 712 132,740 | 253,791
...... L418,476 | 774,420 Lm7a | 406 | 2mmri2|  1pew | 2ono4
19,032 2H), 386 2,227 1,743 0 12,130 32,547

Boo footnotes at end of part 4 of table,
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TABLE 2. —Registrations fully effective wnder the Securitics Aot of 1933, flscal year ended June 30, 1962—Continued

- Papr 4.—USE OF PROCEEDS AND INDUSTRY OF REGISTRANT-- - -

[Amounts 1;1 tﬁgusands of dollars i

Indnstry of issuer
Uta of proceeds e . L
. All Manufac- Extractive | Electric, gas | Communl- |[Financial and; Commercial
. : corporate taring " and water cation roal estate | and other ¥
Corporate 1ssues for immediate cash offering for aceount of jssuers (estl- - - doo . .

mated gross pm ame [ - 4 36, 318, 737 §1, B17, 862 $02, 151 $2, 324, 769 $839, B73 $771, 500 $470, 556
Cost of fotatlon. v ea e oo 217,755 77, 674 3,683 37, 659 11,812 48, 740 38,677
166, 613 52,314 . 2,380 25, 185 8,215 39,737 27, 802
62, 142 25, 280 1,233 . 12,374 3,387 8,0 - - 10,878
8§, 100, 982 1,740, 27% 88, b8 2, 239, 210 828, 261 722, 766 431, 909
405,680 | .. 1,464, 845 82,122, . 2,082,183 . 825 313 |- 550, 233 401, 160
4,283, M3 082, 143 17,937 2,080,179 817, 829 210, 125 174, 821
1,122,817 - 482, 502 - 64,185 2, 009 .| 1,473 - 340, 108 . 359
243,921 100,800 | 128,458 . 68 - B,085 5,414
............ 47, 286 18,327 ' Y 2,878 88, 373 9,850
B 364, 116 156, 407 §,386 78, 64 206 - 87,005 - 15,477

1 Dollar amounnts are rounded and will not necessarfiy add to totals shown, :

3 A new category, Extended Cash Sale, has been introduced in the tables for fiseal
year 1862, This grou{) ineludes four classifications: {1) investment eompanies,
(2) employee stock option plaps, (3) employee saving plans, and (4) other extended
offerinps. - Formerly, saving plans were included under “Corporate—for cash sale
account, of issuer,” and were classified in the industry group ‘'other Anancial and real
estate.”” 'Btock option plans were formerly classified secording to Industry of the
registrant and were divided among three cat;egorics: (a) portlons registered to cover
options exerclsable within a year were classified as ‘'for eash sale’” {b) thosa registered .
to cover outstanding and future options were classified as ‘“noneash’ and (c) securities
slready purchased through exercise of optlons were classiflod as “*for account of
gthers,”  Hscurltles under the classificatlon *‘other”’ fneclude securities for exerclsa
of warrants, options and other contingent offerings, and generslly cover parts of
Issues being registered, the other parts betng included elsewhere in the table. Data
shown for the fiscal years 1060 and 1981, in Table 1 have been revised where posslbla
to reflect these changes,  As nresult, the dollar amoint of “'eorporate Issues for cash

Execluded from riﬂly effective but included in net effectives: e
20 reglstrations of American Depositary Receipts - .
1 registration effective prior to' recelving competitive bids, The amend-

" ment disclosing the aceepted terms was not received in fisoal 1062,
Ingluded in fully effective but excluded from net effectives: .

1 reglstration which became effecilve In fiscal 1961 subjoct to amendments
which were filed in flacal 1862, . T )
11 registrations which beeame effectlve In fiseal 1862 but were later with-

. . drawn, - - .-

s This total differs from the sum of the monthly fgures for offerings shown in Tabla
3, Part 1, under the heading “Registered under 1983 Aot*’ chiefly becausa of differences
In timing between effective registration dates and offering dates, , o

¢ Includes face amount certificates, N '

1 Includes eerilficates of participation and warrants
! Includes trade, construction, transportation othe,

culture,

r than rellroads, service and agri-

sale’’ has been reduced materlslly a3 has the amount for * For other than cash sale”™
which now covers only such iterns s securltles Issued for property, services and other
miscellaneous purposes :

1 Warrants are excluded fram the count of sumber of issues although ineluded i,

dollar amounta,
1 Tha 1,815 fully cffective reglstrations shown in this tabls differ from the 1,833 net
gli!:;,t,lvesf aﬁwwn in text table “Number and disposition of reglstration statements
a3 follows:

-V Ineludes a number of rogistratlons.of new investment companies organized for
the purpose of exchanging individuals' portfollo holdings for Investment company

shares.
1% Ingludes votlng irust certifleates and certifieates of deposit registersd for Issupnoe
1 ¢xchange for original securities deposited.

P21
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TasLy 3.—New scouritics offered for cush sale in the United Stafes’
ParT 1L—TYPE OF OFFERING
JEstimated gross proceeds in thousands of doliars 3]

CORPORATE
Classifled by type of offering
All
. offerings Fublie offerings 3 ! .
Qalendar year or month (corpornte . NON- .
- and non- Total CORPORATE
corporate) corporate Not registered under 1933 act
Private *
Taotal Regiatered piacements ¢
ublic under Isques Other
erings 1633 act Total Rallroed axempt exempt
. fssues becauso offerings ¢
of sized

30, 570, 624 12, 883, 533 8, 958, 874 8,171,410 87, 554 843, 647 114, 433 320,484 3,924, 558 17,687,000
, 443,069 11, 558. 343 8,068, 461 7,879,337 489, 123 237,852 112, 226 138, 045 3,485, 833 22,884, 728
31,074, 208 $), 7dB, 069 5,593, 154 5, 426, 192 666, 962 151, 415 161, 180 3 3, 764, 015 21,826,139
27, 640, 5680 10, 163, 080 6, 657,082 6,047,677 809,414 193, 74 186, 357 218, 314 3, 496, B8B 17, 388, 680
34, 493 995 13, 147, 279 8 148, 655 7 487 5217 861, 135 128, 363 237,236 2B5, 35 4, DBB, 624 22, 344, 716
1,778, 744 800, 616 203, 524 241, 008 52, 518 23,870 14,811 13, 837 307, 092 1,173,128
5, 454, 957 695, 413 400, 397 353, 149 46, 648 17, 063 13,635 15,850 205, 016 4,768, 544
2, 161, DGO 606, 272 352, bBY 201, 432 61, 156 22, 537 2], 147 17,473 342, 684 1, 4084, 797
3,392,807 2,231,437 1, 870, 028 1,827, 140 43,770 10, 154 18, 526 16,004 360, 609 1, 161, 370
4,432,383 1,341,815 895, 438 342, 678 &2, 860 14, 204 18, 386 , 446, 377 , 000, 508
3,493, 786 1,778, 802 1, 185, 458 1, 126, D98 4l 1,237 22,079 35,144 503, 203 1,715,124
1,900, 508 1,075,335 816 28, 37,432 4,797 , 662 8,972 408, 519 825, 663
2,063, 621 813, 340 379, 460 334, 450 45,011 1(] 433 22, 574 12,003 433, 8868 1, 250, 287
1,912,654 877, 811 324, 811 , 346 34. 468 Q , 200 12,267 352, 700 1,235, 143
4,410,155 1,155, 464 640, 679 508, 207 42,681 4,194 25,528 12,064 514, 485 3, 204, 691
2, 404, 067 987, 183 631, 202 591,963 | 40, 149 14, 441 20, 105 5. 603 355, 991 1,416,874

2,093,914 1,094, 227 507, 045 361, 070 145, 875 5,432 14, 679 125,963 587, 182 699,
JONUATY . oo aee 3, 506, 137 647, 265 412, 168 374,108 38, 085 8§, 822 15, 105 14,048 235, 096 2, 858, 872
Fehruary . 2, 537, 450 883, 538 630, 066 557, 187 82,779 17, 366G 15, 843 49 641 243, b67 1, 853, 917
March.. 1,877, 386 8486, 906 492, 019 545, 020 46, 099 19, 601 16, 281 ID 317 254, 887 1,030, 479
April. 4,074, 507 1,216,982 974, 887 D41, 626 ' , 260 , 248 17,672 '3, 440 237, 006 2, 857, 525
May__ 2, 149, 391 801, 047 377,285 345, 254 32,032 11, 505 11. 530 8, 537 433,812 1, 348, 204
L5 TP 2,422, 441 1,232, 496 44, 709 611, 440 33,289 17, 514 , 115 5,839 587, 787 1,180, 945

See footnotes at end of part 4 of table.
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Tasrr 3.—New securities offered for cash stle in the United States *—Continued
PRt 2—TYPE OF SECURITY
(Estimated grosy proceeds in thousands of dollars 2]

All types of securities

_isonds, debentures, and notes

Calendar year or month Preferred Common
- stook stock
All issuers Corporate Noncorporate | . All isspers Corporate Noneorporate
30, 473, 624 12, 883, 633 17, 687, 690 27, 643, 859 9, 956, 860 17, 887,050 410, 504 2, 518,160
34, 443, 059 11, 5568, 343 22, 884, 126 32, 537, 617 9,652, 701 22, B84, 726 671,474 1, 344, 079
31, 074, 208 0, 748, 06D 21, 326, 139 28, 514, 9408 7, 188, 769 21, 326, 139 531,101 2,027,109
27, 540, 60 10, 153, 980 17, 386, 580 25, 467, 827 8,081, 348 17, 386, 580 408, 525 1, 664, 109
35, 483, 995 13, 147,270 22, 346 716 31,772,172 9, 425. 456 22 346 716 449, 300 3,272, 524
. 1051 ' ' ) .

TRy oL 1,773, 744 600, 616 1,173,128 1,644, 973 471, 845 1,173,138 29, BO1 880
Fabruary e e 5, 434, 957 895, 413 4 759 544 &, 288, 187 528, 643 4, 759, 37,262 129, 508
Mareh . L. 2,161,069 594, 272 1, 464, 797 2,007, 181 542 384 1, 464, 797 28, 54 125,343
Aprile e e 3,392,807 2, 231,437 1,161, 370 2,222, 548 1,061,178 1,161,370 59, 695 1,110, 664
£ 4,432,323 1,341,815 3, 090, 508 4,111,953 1,021, 445 3, 640, 508 92, 416 o7, D54
Jume . 3, 403, 786 1, 778,662 1,715,124 3, 210, 366 1,495, 242 1,715,124 39, 895 243, 628
1, 800, 808 1, 075, 335 R25, 1,642,170 16, 607 825, 563 19, 017 238, 812
2,063, 821 813, 335 1, 250, 287 1, 886, 809 6, 522 1, 250, 287 45, 476 131, 348
1,012, 654 677, 511 1,235, 143 1,694, B77 459, 734 1,235, 143 16, 576 201, 201
4, 410, 155 1,155, 464 3, 254, 604 4,100, 052 845, 361 3, 264, 561 11,858 208, 145
2, 44, 067 37, 103 1, 416, 874 2, 179, 055 762, 181 1,416,874 41, 494 183, 518

2,093, 914 1,084, 227 991, 687 1, 784, 002 784,316 099, 887 26,275 5
3, 806, 137 647,265 2, 858, B72 3, 363, 307 604, 436 2,858,872 1,038 140, 842
2, 637, 450 BE3, 543 1,653, 017 7,382, 366 728, 49 1,653,817 9, 49 145, 634
1,877,386 846, D08 1,030, 479 1, 668, 775 638, 206 1, 430, 47 4, 840 204, 970
4, 074, 507, 1,216, 982 2, 857, 525 3,738, 344 8480, 819 2, 857, 525 120,031 218,132
2,149,861 801, 087 1,348, 204 2, 015, 066 666, 772 1,348,204 14, 497 119, 828
3,422, 441 1,232, 406 1,186, 545 2,253, 149 1,063, 204 1,189, B45 45, 500 124, 702

See footnotes at end of part 4 of table,
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gT—89—GLIGLD

TABLE 8.—New securitics offered for cash sale in the United Slates*—Continued
PaRT 3—TYPE OF ISSUER
[Estimated gross proceeds in thousands of dollars 3]

Corporate Noncorporate
= Celendar . V.8, Gov- | Federal Foreign
year or Electric, - | Other Finaneciz) | Com- ernment | agency govern- | Non-
month Total cor- | Manufae- | Extrac- | gas, and Rail- trans- | Commu- | and real | mercia] | Total non- | (including | (issues | State and | ment | profit
porate turing tive water road porta- | micztion estate 7 and corporate issues not guar- | municipal | and in- | insti-
tion other ruaranteed)| anteed) terne- |tuilons
. tional
12,883, 533 | 4,233,708 | 288,574 | 3,038,087 | 343,647 | 479,921 | 1,461,748 | 1,795,413 | 342,435 | 17,687,000 | 9,600,598 571,550 | 6,958,152 | 504,898 | 51,882
11, 658,343 | 8,615,407 | 246, 566 | 3,804,106 | 238,352 58.3, 539 1 1,423,776 | 1,088,206 | 656,209 | 22,884, 726-| 12,062, BEG 12,321,105 | 7,448, R03 | 905, 403 | 66,529
9, 748,068 | 2,072,820 | 161,306 | 3,257,780 | 173,013 | 792,829 717,101 & 1,852,908 { 719,314 | 21,326,139 | 12,322,475 | 706,998 | 7,08],054 | 545,658 | 60, 835
-| 10,153,980 | 2,152,410 | 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 | 7,220,500 | 504,445 | 74,223
13, 147,279 | 4,111,683 | 261,386 | 3,030,442 | 178,403 | 534, 318 820, BOI § 2,274,833 | 926, 123 | 22,346,716 | 12,252,824 |1,447, 508 | 8,344,510 | 236,009 | 63, 775
G00, 616 173,177 15,171 139,643 | 27,620 | 55,123 21, 300 148,570 | 20,012 1, 173,128 454, 952 0 06, 396 6,005 | 5,778
695. 413 106, 322 3 162,751 | 17,083 | 44,615 41, 306 227, 604 67,410 4, 769, 544 4,069, 143 0 659,784 | 29,117 1, 500
696, 272 285, 626 186, 756 85, 067 22, 537 G[l 434 10, 200 97, 401 38,251 1, 414, 767 433, 797 232,320 755, 880 19,950 | 2,850
2,231,437 601, 432 9,035 278,008 10,404 23, 623 | 1,044,870 190, 846 71,738 1,161, 370 347, 509 100, 125 709, 855 1,581 2,200
1,341,815 480, B3t 34, 168 461, 286 14,204 ) 54,144 67, ¢ 117, 684 81,577 3,090, 508 | 2,244,233 148,500 |- 625,447 | 65,754 | 6,575
1,778, 662 584, 897 10, 875 408, 145 13,237 | 108, 741 269, 544 243,233 | 139, 190 1, 715, 124 368, 885 278,438 | 1,034,636 | 29,201 3, 966
1,075,335 461,725 | 32,912 27h, 744 8, 547 &, 051 16,094 217,518 69, 744 25, 341,678 0 , 403 5,399 { 15,083
413, 335 287, 658 16, 392 219, 67 10,433 | 53,910 13,250 132,982 74, 140 1, 250, 287 392, 367 249,815 603, 373 2,472 2,200
677, 511 268, 437 15, 287 112, 674 27,907 76 946 119, 045 46, 215 1, 230, 143 337, 740 193, 250 699, 153 , 01 5000
1,155, 464 308,272 | 36,844 318,050 19,444 | 41,601 25,630 200,432 | 114, 680 3. 254, 691 2,563, 717 0 843, 214 | 42,518 7 5,245
Novemnber..._ 987,193 232, 576 4,427 367,020 | 23,7711 32,240 81, 498 183,355 | 62,288 | 1,416,874 57,330 | 225,000 789,034 | 34,105 | 11,405
December..--| 1,004,227 330,220 | 41,646 211,284 b,432 | 27,831 42,234 314,612 | 120,868 G40, 687 341,473 0 654, 237 3,977
1968
Joanuoary. ... 647, 265 224, 512 15, 388 115, 747 11,822 12,323 74,673 104, 315 88,485 | 2,858,872 1, 580, 150 | 245,500 865,605 | 141,811 | 16,806
February..-- 883, 533 138, 538 12,014 142, 837 17,306 | 27,903 365, 906 126,041 42, 2498 1,653,917 361, 460 155, 581 | 1,123, 480 ,B52 | 3,525
March.____._ 340, 406 15, 528 196, 541 19, 501 66, 630 21,088 143,426 | 64,776 1,030, 479 372, 137 0 X0, 34,684 | 3,010
Ayril_._ 462, 666 14, (81 382, 753 7,248 | 21,238 86,514 142,035 | 06, 836 2, 887, 525 1, 505, G19 | 461, 300 876, 937 9,800 | 3,860
May___- B0 278,633 | 36,807 216,943 | 11,565 | 26,816 65,071 g6, 406 | €8, 705 1,348, 204 3562, 351 0 897,007 | B6,478 | 12, 367
June_.._.__._| 1, 232, 496 361,224 | 23,089 472,079 17,514 31 272 80, 372 172, 858 73,879 1, 189, 945 362,739 o] ‘759, 983 49, 823 | 17,400

Ben footnotes st end of part 4 of table,
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TARLE 3.—New securitics offered for cash sale in the United Siates ' —Continued

PirT .—FPRIVATE PLACEMENT OF CORPORATE SECURITIESS
_[Estimated gross proceeds In thousands of dellars 2]

Calendar year or month

All private

' ‘Type of security

Industry of isster

placements| Bonds, de- Electrie, Ceommuni- I‘inancn] Commer-
. bentures, Slocks Extraetive | 'gas, and cation and real clal and

and notes water ostale other
3,024, 659 | 3,838 9E7 85,642 144, 685 665, 506 137, 458 714, 662 183,993
3,488, 883 3, 320, 204 188, 589 105, 483 616, HB2 175, 792 501, 658 187, 380
3,754.916 | 3,632,417 122 498 ), 023 676, 087 101,170 982, 567 274, 730
3,196,888 | 3,275 407 221, 482 112, 926 517, 568 107,097 | 1,003,362 304, 225
, 998, 4,719,902 278,722 180, 928 824,042 173, 281 1, 109, 905 427,054
LA TP o SRR 307, 092 203, 775 13,317 12,371 17, 200 21, 000 {4, 568 12,715
Februarsy .. .o mm_o. 295, 016 255, 336 30, 680 16, 500 20, 187 17, 950 54,224 47,150
March..__ - 343, 084 331, 384 12,300 5, 614 21,771 0, 82,205 18, 708
April e 360, 500 348, 359 12, 150 5, 750 119, 189 11,250 109, 355 17,611
Moy . 446, 477 354, 980 91,418 30,473 128,283 4,870 59, 880 , 258
TUNG. . e 593, 203 571,726 21,47 3, 600 80,031 0, 549 145,151 50, 001
Ty s 408, 519 592,497 18, 022 31, 532 63, 240 14,775 115, 052 20,479
August. _ 433, 866 411,376 22, 450 7,035 72,401 13,250 0, 18,245
; 352, 700 336, 321 16,378 0 30, b56 30, 693 63,858 33, 286
514, 485 509, 463 5,022 31,060 67, 879 11,850 151,122 59, 058
356, 991 347,732 8,250 760 88, 800 10, 860 768, 586 19,022
587, 182 566, 974 20, 208 35, 303 75 406 17,234 147, 586 83,342
Janwary. ... 235,008 231, 594 3, 00 10,730 31,198 5,000 15,163 18,781
Febroary_ .. 243, 587 231, 709 11, 858 3, D00 57, 520 ] 10,042 47, 634 13,018
Mareh_ .. 254, BBY 252, 521 2, 366 3,198 18, 533 0 18, 880 60, 590 38, 767
Apri .. 237, 096 227,117 1,879 0 12, 693 1] 8,230 54,401 50,858
My, et 428, 812 419, 783 4,029 27,000 13, 452 [ 24, 660 61, 347 28, 525

June_. ... ... [ - 587,787 §74, 787 13,460 17,099 76, 118 4 27, M6 136, 628 ,

8LI
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1 The data in these tables cover substantially all new issues of securitles offered for
cash gale in the United States in amounts over $100,000 and with termts to maturity
of more than | year, Included in the compnlation are issues privately placed as
well as issues publlcly offered and unregistered issucs as wall as those registered under
the Becurities Act of 1933, ‘The figurcs on publicly offered issues include s small
amount ef unsold securities, chicfly nonunderwritten ssues of small companies.
I’he figures on privately placed issues include securities actually issued but exciude
seeurlties which institutions have contracted to purchase but which had nel been
taken down durlng the period covered by the statistics. Also excluded are: inter-
corporate transactions; U.8. Government **Specinl Series” issues and other sales
directlty to Federal agencies and trust accounts; notes issucd exelusively 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 decements filed with the Commission. Data [or ¢ferings of
Staw and municipal sceurltles are from the Boad Bujer; these represent principul

amounds instead of gross proceeds,  All flzures are subject to revision as new data are
received, For data jor the years 1934-56, see 2ith Annual Report.

7 (3ross proceeds are denived by multiplyving principal amounts or numbers of
unitg by offering prices except for State and municipal issues where principal amount
isused. Slght discrepancles between the sum of figures 1n the fables and the totals
shown are due to rounding,

# Issues sok1 by competitive bidding divecily to uliimate investors are classified as
publicly offered issues. . o

4 Igsues in this group include those between $100,000 and $300,000 in size which are
exermnpg under Regulation A of the Securities Act of 1933.

# Chiefly bank stock issucs. . .

& The bulk of the securities included in this categery are exermnpt from registration
under seetion 4(1) of the Securities Act of 1933. '

1 Excluding issuecs of investinent companles.

8 Excluding 1ssues sold by enmpetitive bidding directly to u]?lmute Investors.

LU0dAY TVANNY HLHIIT-LLNAML

641



180 SECURITIES AND EXCHANGE COMMISSION

TArLE 4—Proposed uses of net proceeds frowm the sale of neiv corporate securities
offered for cash in the United States.

ParT 1,~ALL CORPORATE
[Amounts in thousands of dollars 1

Procesds New money . .
Calendar year or Retire- Other
month ? i ment of | purposes
Tatal gross| Total net | Tatal new | Plant and | Working | securitios
preceeds 1| proceeds #| money [equipment| capital

9, 776 | 2,744,101 214,294 663, 127
, 792,008 | 2,115,127 548, 052 913, 415
, 084, 162 | 2,403,612 134, 848 814,319
, 661, 567 | 3,086, 673 270,784 804, 756
. 539, 489 | 3, 280, 598 895, 231 | 1,149,849

12,661,300 |11,783.578 | 8 03
11.371.563 | 0,907.135 | 7,79
9.526, 831 | 8 577,764 | B
9,025,770 | 8,758,240 | 5
12, 874, 167 10,829,087 | 7

590, 250 551, 575 359,176 192, 399 10, 346 28,328
081,810 411, 835 304, 253 307,632 14,327 85, 508
679,178 484, 111 288, 762 195, 349 117, 855 7,412
2,202,858 | 2,055,451 | 1, 780, 209 275,242 84, 749 62, 658
1,314,344 | 1,000,014 833, 809 256, 205 &%, 279 169, 051
1,743,947 | 1,128,731 748,816 367,915 426, 340 100,877
_____ 1,949, 287 845, 655 561, 086 285, 560 21, 500 182, 042
. 02, 866 G632, 165 433, 882 228,183 a0, gg 100, 1539
11

658,487 | B11,683 | 402,121 | 200,582 N 35,600
1,129,133 51, 815 641,013 310,802 38, 600 187, 700
‘November. . 987,193 860, (47 #)7, 977 670, 780 237,187 12,615 40, 055
December 1,004,227 | 1,071,350 | 930,024 | 308,472 | 423,252 71,004 70,330
LT LD 647, 264 831,924 507, 168 326, 198 180,068 39,479 85, 279
February. S| 883,533 865, 820 792, 001 641, 865 150, 136 . ,
March..__ - 846,008 822, 607 709, 407 458, 250 251, 157 15,914 097, 284
April___ -..{ 1,216,982 | 1,185,003 | 1,032,903 753, 421 279,482 72, 018 20,084
MBay-. .| 801,007 784, 066 620,950 435, 248 185,703 24, 963 138, 053
June.. . o.oeoeoiaes 1,232,496 | 1,214, 338 #52, 698 712,791 238, 946 Sl, 630 179,710

PaRT 2—MANUFACTURING

4,238,708 | 4,153, 584 | 3,764,423 | 2,644,460 | 1.110,963 48,131 530, 980
3'3#5 g% g 50,300 | 2,851,033 | 2,027,228 823,705 164, 620 413, 738

1
4
gll, 308 684,071 863, 709 820, 382 70,419 256, 815
i}

s 1,684,
.| 2,152,419 | 2,076, 267 ) 1,710, 743 044, 632 766, 111 19, 827 286, 196
4, lll, 683 | 4,014,274 | 3,059,739 | 1,821,751 | 1,137,088 803, 925 648, 611
173,177 169, 784 155,356 97,322 58, 034 1,246 13,183
, 322 103, 654 75, 114 , 653 45, 461 4,739 23, 801
, 26 279, 351 182, 652 70, 230 103, 462 81,736 64,923
601, 932 500, 049 543, 257 439, 832 103, 375 3 30,412
450,831 468,993 339, 003 203, 516 135, 487 22, 44 107, 642
584, 897 &73, 715 0, 170, 540 1640, 549 127,877 105, 939
451, 725 40, 312, 156 229,874 82, 282 3 116, 023
287, 658 280, 188 179,244 92, 849 86, 305 3 75, 641
268, 437 260, 457 232, 613 154, 286 78, 827 8, 3
808, 272 264, 576 , 258 141,671 92, 587 28, 301 37,017
232, 576 224,676 189, 278 127,558 61,720 9,857 |- 26,540
330, 229 323 460 276,370 155 363 121 008 17,800 29, 298
January. ol 20, 512 219,178 186. 402 103, 128 83,216 13,812 18, 064
February. 138, 133, 088 a9, 316 62, 850 36,665 | - 2,060 41,702
March. ... 329, 408 320, 857 280, 036 141, 587 138, 469 2,412 3
%}Jﬂl_ .- 462, 660 430, 814 34k, 095 206, 238 148, 857 67, 260 28,468
ay-. 278,633 274, 816 154, 895 72,604 82 221 5, 104 114,817
June__ ... a1, 224 3.55 611 290 187 108,477 11, 630 13,038 B, 505

Sep footnote at end of table, -
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TisLE 4—Proposed uses of net proceeds from the sale of new corporate securities
offered for cash in the Uwited Siates—Continued

PRt 8—EXTRACTIVE
[Amounts In thousands of dollars 1

Proceeds Nepw money )
Calendar year or Retlre- Other
month * . mont of | purposes
Total gross| Total net | Total new| Plant and | Working | securliies
proceeds ? | proceeds 3| money |equipment! copital

288,574 | 276,809 | 242,828 | 160,783 3,042 5,538 27, 145
216,565 | 239,274 | 184,002 85,221 | sg.R7L 2 033 53,149
161,306 | 154495 | 119,656 39,190 &0, 358 12,045 * 72,605
245,682 | 230,460 | 154,216 7,338 | 82870 8, 476 6, 777
981,380 | 256,241 | 181,642 85, 106 93, 536 2,724 71, 676
15,171 15,105 13,282 8,414 6,867 593 1,230
23, 283 o7, 882 25, 71 9,024 16, 047 B17 1,794
16, 756 16,130 15,136 8, 387 8, 749 249 745
9, 935 9, 762 5, B52 2,828 3,024 285 3,623
24,168 33,844 32,017 24, 791 7,220 Bl4 1,113
10, 675 9, 0i6 0, 476 3, 822 5. 664 32 458
32,912 32, 649 16, 420 575 |. 14,818 37 17,042
15 292 14,828 14,033 5, 628 7,405 156 698
16,287 14,07 14, 825 , 66 11,158 0 150
36, 544 36, 521 & 551 1, 420 51 0| 20,97
4, 427 4264 4,089 . 3,030 ¢ 175
41,636 40,817 | 25880 21, 497 4,301 D 14, 629
16, 288 15, 068 13,373 5,164 8,200 500 1,194
12, 614 11,994 . 402 2, 132 i o 4, 502
15, 528 14, 109 14, 881 3, 11,620 ¢ 18
14,691 14,040 10,229 2,021 & 208 ! 1, 620
80, 867 \ 3, 811 29, 631 5170 160 1,244
23, 000 23,027 | 20,418 8 412 12, 52 667

Fart 4—ELECTRIC, GAJ AND WATER

3,938,087 | 3,571,800 | 3,650,189 | 3,645, 919 13, 271 61, 280 161, 430
3,804,105 | 3,743,305 | 4, 441,075 | 3,411, 355 25,719 138,302 X
-} 8,257,700 | 3,204,000 | 3,056,634 | 3,036,044 16, 990 15, 260 132,205
_] 2,851,215 | 2,805,305 | 2,045 560 | 2,624, 059 31, 500 61,170 98, 687
3,039, 442 | 2, 004, 763 | 2,88, 851 | 2, 702, 7192 18, 070 104, 304 83, 607

1981

T, 139, 843 137, 235 134,198 134, 160 a7 0 8,037
- 162, 761 169, 949 159, 961 159, 523 35 (1} 18
- 85, 067 83, 693 81,012 81, 548 366 L1} 1,782
- 278,098 274, 984 247, 303 247,118 277 21, 442 6, 140

- 461, 286 455, T32 408, (095 408, 670 1,425 16, 757 3
. 408, 145 401, 912 387, 411 385, 1, 13,174 1,327
- 275, 144 272,002 255, 551 255, 289 251 3,378 13,184

- 219, 670 216, B0Q 214, 307 213, 168 B4l 1, 606

- 112,674 111, 315 110,909 105,310 b, 689 203
- 318, 450 313, 608 281, 887 280,479 1,407 7,721 24.000
Wovember._ - 367,029 | . 361,721 361, 587 354, 626 1,071 0 123
Decamber..-—onomomono o 21284 | 207,672 | 165,642 | 163,327 2815 | 40,028 2,008
115, 747 113,414 R3, 858 R3, 822 37 24, 000 6, 54
152, 837 151, 303 147, 545 | , 146,710 836 3, 757 Q
106,641 | 104,078 | 181 920 | 191,588 342 1, 082 1,077
. 832,763 318, 726 376, 724 376,486 | pai 0| - Q0
216, 843 213, 600 195, 122 192,811 2,211 15, 640 2, 537
472,070 | 66,308 | 33z oua | 332034 | B2 | 86,161 | 7T.241

Bee footnotes at end of table,
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TABLE 4—Proposed uses of net procecds from the sale of new corporale securities

offered for cash in the Uniled Statcs—Continued

ParT 5.—RAILROAD
[Amounis in thousands of dollars ]

Proceeds New money
Calendor year or Retire. Other
month?° - ment of | purposes
Tatal gross| Total net |Total new| Plant and i Working | securities
proceads ¢ | proceeds ! | moeney equipment capltal
340, 244 326. 408 326, 4109 0 13,833 -0
215, 542 204, 381 198, 734 17,897 29,161 0
172,244 172,244 169, 314 2,830 S0 -0
209, 146 174, 485 174,485 | - 0 34, 681 [1]
176, 868 148, 348 148, 148 200 21,271 7, 250
1961

January- 27,620 27,384 27,384 27, 384 O )] [i]
Februyary - .ocoeou oo 17,003 16, 848 10,374 10, 175 200 6,473 0
March 22,637 21,984 13,171 13, 171 'O 8,812 0
Aprll_.. 10,404 10, 300 10, 300 10, 300 ] - 0 0
May. 14, 204 14, (5 | 14,065 14, 065 Ry L1 0
June.._ 13,237 13,185 7,200 7,200 o 5,085 0
July .- 8, 547 8, 4181 8,481 g, 481 ) 0 0
Awnst oo 16,433 16,276 16, 276 16, 276 [ 0 . D
September_.____.._______ 0 -0 b2 0 0
Oetober. . 10, 444 19, 360 12, 110 12,110 & 0 7,260
November_ ... _..... 23, 771 23, 608 23, B08 23, 608 g 1} o]
5,432 5,378 5,318 5,378 ] 0 0
11,322 11, 727 1, 727 11,727 0 0 0
17, 300 17, 23¢ 17,239 17,230 Q 0 L]
15, 501 19, 33Q 19,330 19,330 0 0 0
7. 248 7. 101 7,191 7,141 0 1] 0
11, 565 11, 472 11,472 11,472 0 0 )]
17,514 17, 347 17, 347 I7,34% 1] 0 1]

ParT 6—0OTIER TRANSI‘}’)RTATION
479,021 475,421 455, 006 446, BOE 8, 430 204 10,122
588, 619 550, 01 474, 43R 458, 345 16, 043 8, 505 97,088
792,820 T84 466 747,347 £90, 873 47,474 15,077 22, (45
o7, 286 501,031 441,084 423, 993 27,071 3,908 46,050
534, 318 520,020 477, 630 453, 943 23,737 , 839 46, 501

196t

January .. ..o 55,123 54, 396 53, 544 31,236 2,308 322 520
February . 44, 615 44,230 44,051 43,108 943 a0 o0
Mareh .. .. , 434 50, 653 68,210 53,084 5.125 722 722
April . ____ 23, 623 23, 524 20,871 19, 259 1,811 830 1,823
£2 U 54, 134 53, 181 52,959 44, 297 3,662 111 111
June. oo 109, 741 108, £i56 A7, 842 66,075 867 708 “40, 106
July.... 3,081 2,978 2, 876 2,316 560 © G0 80
August... - 53,010 53,434 52, 137 50,643 1,494 649 3]
Septernber. - 27,907 27, 783 27,783 26,638 1,145 0 0
Qetober.___ - 41,601 41,327 39,270 38, 638 632 497 1,561
Navernber. 32, 249 32,047 32,047 27,691 4,356 0 0
27,931 27,812 26, 090 25,057 i, 034 861 861
12,323 12,079 10, B33 10,233 700 509 834
27,903 27,670 27,268 26,771 497 160 242
B8, 640 54, 944 54, 396 83,574 822 345 203
21,238 20, 601 20, 601 20,511 90 0 0
26, B16 26, 736 26, 736 25,459 1,278 0 ]
31,272 31, 147 30, 392 30,016 37! 37 T

Bee rootnotés at end of table.
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TasLE 4—Proposed uses of net procceds from the sale of new corporate securitics
offered for cash in tiic United Siates—Continued

Part 7 —COMMUNICATION

[Amounis in thousands of dollars ]

Proceeds New money
Calendar year or Retire- Other
oty ment of | purpases
Total gross| Total net | Totalnew | Plant and | Working | securities
procecds ? | proceeds | money  |equipment] ecapital

1,461,748 | 1,444,448 | 1,427,977 | 1,425,696 2, 281 3,904 (. 12,5068

211,423,776 | 1,411,831 | 1,265,315 | 1,262,382 + 2,933 118,112 28,404

717,101 707, 265 702, 859 701, 347 1,612 113 4,192

-|.1,049,810 | 1,036,460 | 1,031,659 | 1,022,870 8, 780 652 4,119

1,820,801 | 1,8C4,593 | 1,407,970 | 1,397,808 10, 181 377, 656 18, 058

January .o 21, 300 21,140 17,857 17,588 270 0 3,283
February - 41, 308 40,527 31, 700 36,014 | . 1,786 0 1,827
Mareh._. a0, 200 88, 994 18,885 18, 709 176 69, 933 176
April__ 1;044, 870 | 1,038, 794 693, 778 991, (4% 2,130 44,973 42
May._ O7, 193 . BBl 84,723 158 (12,154 158
June._. 269, 544 206, 613 13,948 13,778 169 250, 531 2,134
Joly__. 16, 095 15,694 14, 980 13, 627 1,353 548
August.. 13, 250 14,191 4. 534 4,348 186 Q &, 657
Septemb 76,946 75, 17¢ 74.088 73, 502 385 0 1,091
Ocloper. . 25, 630 25, 181 24,444 23,188 1, 256 0 37
November. . 81,498 80,272 £0, 066 78, 054 2,012 0 206
Decomber .- 42,234 41,816 41,81¢ 41,816 ] 1]
74,673 73,084 71,304 71,304 0 L] 1,780

365, 606 362, 342 360, 804 360, 741 62 )] 1, hiG

21, 098 20873 20,719 20, 565 154 0 154

89, 514 88, 608 86, 745 56,711 34 112 1,750

65, 071 63, 544 63, 148 . 62,724 424 0 396

80,372 79,352 77,602 77,602 0 1} 1,750

PART 8—FINANCIAL AND REAL ESTATE . .

1,768,353 | 1,635,740 241,404 | 1,394, 276 67,314 05, 208
1,080, 762 900, 109 186,773 713,336 46, 887 113,796
1,507, 390 | 1, 568, 989 300,592 | 1, 268, 398 4,116 282, 285

1967 R, 1,795,413

2,472,220 | 2,143,135 267, 58G | 1,875, 649 71,366 257,728

2,212,051 | 2,014,989 499,405 | 1, 515,494 35, 572 161, 490

146, 232 132, 005 18,781 113, 224 8,104 6,121

223,842 220, 843 7,215 03,628 1,022 1,977

83, 643 85, 814 27,044 58,772 1,400 6,427

186, 144 168, 987 59,4320 104, 566 410 16, 748

113, 014 60, 146 27,308 52,837 1,334 21,034

236, 587 203, 184 77,870 125, 314 5,442 27,962

210,382 182,322 33, 010 145, 313 4, 165 23, 805

128, 808 116, 276 22, 665 93, 611 1,849 10, 683

108, 555 100, 840 23,162 17,678 1,452 4, 208

October.- . 232, 344 260, 03% 108, 834 151, 206 1,760 20, 545
November 183, 355 176, 646 163, 531 32,160 131, 371 2,372 10,743
December ... aaaan 34, 612 307,848 291,000 62, 026 228,975 &, 701 11. 087
104,315 102, 750 59, 465 30,403 28,972 558 432,728

126,041 122,477 108, 726 11,514 97,612 163 12 985

143, 426 136,414 76,576 9, 683 66, 892 10,414 49, 425

142,035 135, 186 97, 369 27,312 70,087 1,405 36, 392

96, 496 93, 8la 78, 354 16, 508 61, 546 2,74 12,717

172, 656 170,049 137, 869 21,884 115, 985 7,493 24,687

See foetnates at end of table.



184 SECURITIES AND EXCHANGE COMMISSION

TABLE 4.—Proposed uses of net proceeds from the sale of new corporaie securities
offered for cash in the Uniled States—Continued

PaRT 8,—COMMERCIAL AND OTHER
[Amounts tn thousands of dellars 1]

Proceeds New money .
Calendar year or Retira- Qther
month 1 ment af | purposes
Total pross] Total net ! Total new | Plant and | Werking | securities
procecds ¥ | proceeds ¥ money  |equipment| capital
330,503 | 262,220 | 139,982 | 192,838 ) - 21,788 46, 683
641, 298 534, 692 161, 819 422,873 11, 234 45,372
' 685,374 625, 963 273, 483 252,480 | - 15,328 144,082
583, 860 437,378 132,604 3, 774 21, 154 125, 288
B84, 358 729,848 237,357 492, 492 42, BRO 111, 657
JANOAry oo 20,012 18,575 17,950 8, 201 11,859 80 046
Febhruary . __.-_.-- 67,410 85, (28 37,771 B, 242 28, 1,186 26,070
March. .. 38,251 35, 730 28, 289 0, 590 18, 699 4,803 | - 2,638
April... 71,738 ' 69,300 65,013 6,754 55, 258 428 3.860
May_ 81,677 78,621 8%, 843 23, 439 45,400 1,4 £.213
June. 139,190 133, 815 67,573 32, To4 , Bl 22,792 -12, 951
July._ 89, 744 66, 750 5d. 863 ) 36, 965 1,711 11, 170
August___ 74, 140 68, 344 85, 368 27,107 38,251 820 4,1
Septemhber_ 68, 215 62,218 &0, 325 15, 544 34, 781 1,295 10, 598
October___ 114, 690 111 216 , 250 34,672 58, 683 1,331 16, 629
November_ 62, 288 67,414 |- 53,761 21,043 32,718 386 3.267
December.. ... 120, 868 118, 540 97,838 32,008 65, 830 6, 559 12, 180
: 1982 B
January. ... 88, 483 84, 628 70, 103 10, 269 69,834 | - 100 (- 14,425
February. | - 42, 208 38, 709 33,702 24,207 8, 494 110 5, 898
March_ 64, 776 61, 312 51,530 18, 683 30, 867 1,664 | - 8,008
Aprnil, 16. 830 91,B18 78, M7 26,941 61,575 3,248 9, 654
May. 33, 705 64,770 56,411 23, 667 32 844 1,025 7,342
JUDG. oo w————— 13,379 C 75,407 (- 45,000 26,1211 * 18,735 3,309 22,192

1 5light discrepancies between the sum of figures in the tables nnd the totals shown are due to rounding.

2 For earlier data see 25th annual repert.

* Potal estimated gross procceds represent the amount paid for the securliies by investors, while total
estimated wet proceeds represent the amount recelvod by t e issuer after payment of compcnsﬂtiun to dis-
tributors and oiber costs of flotation. X



TABLE §.~—4 summary of corporate securities publicly offered and privetely placed in each year from 1834 through June 1962

[Amounts in millions of dollars]

Total Public offerings Private placements - Private placements .
ag percent of tntal
Calendar year
All Deht Equity All Debt Equity All * Debt Equity All Debt
issues issues izsues issues issures issues issues issues issues issues ,issues
................................. 307 a2 . 25 305 280 25 92 02 0 23.2 24,7
2,332 2,225 108 1,445 1, 840 108 387 284 2 16, 6 -17.3
4, 572 4,020 543 4,199 3, 860 539 373 368 4 < 8.2 0.2
2, 309 1,618 691 1,979 1,291 688 330 327 3 14.3 20.2
2,155 2,044 111 1,463 1,353 116 692 491 1 32.1 33.8
2,164 1,979 185 1,458 1,276 181 708 T3 4 32.6 35.6
2,677 2,386 241 1,612 1,628 284 765 758 7 8.6 31.8
2, 667 2,380 277 1, 85¢ 1,578 276 813 811 2 30,5 33.9
1, 062 217 146 612 506 136 420 411 9 39.5 4. 8
- 1,170 200 180 788 621 178 372 368 3 31.8- 3
- 3,202 2,670 532 2,415 1,892 524 787 778 9 24. 6 29.1
" 6, 011 4,855 1, 155 4,989 3,851 1,138 1,022 1,004 13 17.0 0.7
- 3 4,BB2 2,018 4, 083 3,018 T 1,963 1,917 1,863 b4 27. 8 38.2
- 6, 577 5, 036 1, 541 4,342 2,880 1,452 2,235 2,147 88 34.0 42.6
- 7,078 5,973 1, 108 3,891 2, 865 1,028 3,087 3,008 79 43,6 50. 4
. 6,052 4,880 1, 161 3, b50 2,437 1,112 2, 502 Z, 453 49 41.3 J50.2
- 6, 302 4,920 1, 442 3,681 2, 1,321 2, 680 2, 120 - 42,1 52.0
- 7,741 5,601 2, 4,326 2,364 1,962 3,415 3,326 44,1 5.4
n 9, 534 7,601 1,933 §, 533 3,645 4,002 3,887 44 42.0 52.1
.- 8,808 7,083 1,815 5, 68O 3, 856 1, 725 3,318 3,228 90 37.3 45.6
a-- 4, 516 T 2,029 5, B48 4,003 1,844 % 3,484 184 38. & 46. 5
,,,,, 10,240 7,420 2,820 4,763 4,119 2, 644 3,477 3,301 176 4.0 44,5
_______ 10, 639 8, 002 2,937 7,063 4, 225 2,827 3, 886 3,777 109 35.5 47,2
........... 12, 9, 057 2,927 8,859 5,118 2,841 3,025 3, . B8 30.6 38.8
,,,,,,,,,,,,, 11,558 9,653 1, 506 8,068 5,332 1,736 3,490 3,320 174 30.2 344
_______________________ 9, 48 7,180 |2, 558 5,093 3,857 ;2,436 3,755 3,632 122 a8.5 60.5
....................... 10, 134 \ 2,073 6, B57 4,806 1,851 3,497 3,275 221 34.4 40.5
................................. 13,147 9,425 3,722 8,149 4,706 | | 3,443 .4 4,720 279 38.0 80.1
................. 5,628 4, 482 1, 146 3, 848 , bid .1,102 1,982 1,938 45 35.2 43,2

1H0dEd TYANNY HIHDIH-LLNTMAL

481
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TABLE 6—Brokers and dealers registered under the Securitics Exchange Act of
1934 '—effective registrations as of June 30, 1962, classified by type of orge-
nizetion and by localion of principal office

Number of registrants Number of prﬂprietorss partners,
- officets, ete. ¥
Laocation of principat offica Solo Sole
pro- | Part- | Cor- pro- | Pards | Cor-
Total | prie- ner- pora- | Tolal | prie- nef- pora-
tor- ships | tlons 1 tor- ships | tions ¢
ships ships
Alabama.-- 37 12 8 18 117 12 18 87
Alaska___ 5 4 ] 1 H 4 [ 3
Arizona. . 32 6 3 23 127 1] 8 113
Arkansas. 30 3 2 23 115 5 4 108
California_ . 474 182 85 207 | 1,809 181 564 1,064
Calorado__ . 08 o 5 6 352 27 14 20
48 16 12 19 196 15 &0 122
20 7 & 8 3 7 25 41
111 a0 18 63 473 30 118 324
145 43 9 93 452 43 22 387
4. 12 6 22 219 12 20 178
35 { § 21 162 9 12 141
17 o 1 46 9 a3
200 40 57 103 984 40 298 644
59 28 4 151 28 B 145
3¢ 13 1 5 21 125 13 14 98
34 ] 5 20 140 ] 15 122
240 k] il ] 71 L] 22 44
47 24 i i3 117 24 41 62
...... - 31 12 2 17 80 12 7 61
Maryland.... . 77 23 16 a8 271 23 98 150
Massachusetts_ - 226 91 35 100 75 g1 241 G38
Michigan__.__ Gl 10 7 34 320 10 100 210
Minnesota.. 80 8 7 65 428 8 al 388
Mississi - 21 7 6 8 62 7 13 a9
Missour| o0 25 17 48 530 25 133 asl
Montana. .. 17 8 2 7 39 8 4 27
Nabragka, 33 19 (] 23 121 10 0 111
Neovada . 1 2 1 4 24 pd 2
New Ham 11 T 1 3 24 7 2 15
New Jersey..- 245 123 33 90 552 123 83 346
Naw Mexico__ 10 4 3 3 30 4 10 16
New York Sta
York City). 523 274 40 2an 1,093 274 140 679
North Carolin 40 11 4 25 212 11 10 1wl
Norih Dgkota. 10 2 1 7 30 2 2z 26
Ohig_ 135 26 36 7 636 26 201 408
Oklahon 44 18 4 22 120 18 9 9
Oregon. 29 5 8 18 104 5 12 87
Pennsylv, 244 67 8 ap 1.032 67 404 561
Rlode Island. 24 3 g 12 63 3 24 36
South Carolin 28 [} 4 18 a7 6 g 72
South Dakota__ . [} 2 0 4 17 2 [ 15
Tennessee - 52 12 7 33 224 12 7 185
B & T 2t o 21 1] 672 o0 78 506
LN 48 15 g 25 135 15 31 &9
Vermoent_ 5 3 0 2 15 3 0 12
Virginin___. 54 18 12 4 200 13 64 118
‘Washington. . 85 45 3 37 27 45 -6 226
West Virginia. . . 16 1) 2 4 34 10 5 14
‘Wisconsin_. 50 6 3 41 255 6 ‘24 2285
Wyoming. - - 11 7 q 4 24 7 L] 17
Total (excluding New York
City). .t 4,015 1, 430 636 | 1,549 | 14,4685 1,420 | 3,057 9,970
1,749 376 585 7 8,075 376 | 3,82 3,876
5,764 | 1,806 | 1,221 2,737 | 22,0540 | 1,805 &,830 | 13,855

1 Does not include 104 registrants whose prineipal offices are located in foreipn countries or other territorial

jurisdiciions not listed.

1 Inciudes direetors, ofiieers, trustees, and all other persons oecupying similar status or performing similar

funclions.

1 Allocations made on Lhe busis of location of principal offices of registranis, not actual locaiion of persons.

Infermatlon taken from latest reports filed prior to June 30

, 1862,

+ Includes all forms of organizations other thon sole proprietorships and partnerships,
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TApLE 7T—Number of issucrs and sepurily issues on exchangos

Part 1. —UNDUPLICATED NUMBER OF STOCK AND BOND ISSUES ADMITTED TO
TRADING ON EXCUANGES AND THE NUMBER OF ISSUERS INVOLVED, AS OF JUNE
30, 1962

Total Issuers
, Status under the Act! Storks Bonds stocks involved
! and bonds
Registered pursurnt to Section 12 (b), (e}, and {d) ... 2,821 1,192 4,013 2,390
Temporarily exempted from registration by Comumis-
Fo3 Ty B0 of 1 |y 8 6 14 5
Admitted to unlisted trading privileges on registored
exchanges pursuant to Seetion 12(0) .. ______._.. 173 26 199 159
Listed on exempted exchanges under exemption orders
of the Comumission. . .. .. 75 8 83| . 60
Admitted to unlisted irading privileges on exempted
exchanges under exemption orders of the Commission . 14 Q 14 14
L7 RN 3,081 1,232 4,323 2,628

1 Registered: Scetion 12(b) of the Act provides that a security may be registered on a national sceurities
exchange by the jssuer filing an applicetion with the exchange and with the Commissien containing certain
types of spacificd information. Bection 12(c) authorizes tha Commission to require the submission of infor-
mation of a comparable character if in 18 Jadgment information speeitied under Section 12{b} is inapplicable
to any specifled ¢lass or classes of issuers.  Scetion 12(d) provides that if the exchange nuathoritios cortify to
the Commission that the securisy has been approved by the exchange tor listing and repistration, the regis-
tration shall beesme efficetive 30 days alter the receipi of such certificalion by the Commission or within such
shorter period of time as the Commission inay detormine.

Terporarily cxempted: These are stocks of certain banks and other secirities resulting from mergers,
consalidations, ete., which tha Comnmission has by publishod rules exempted from registration under speci-
fied conditions and for stated periods,

Admitted to uniisted irading privileges: Seetion 12(fF) provides, in effeet, that securilies which were
admitted to unlisted trading privileges on Mar, 1, 1934 (i e, without applicstions for histing filed by the
issuers), may continue such status. Additional securities may be pranted unhsted trading privileges on
exchanges only if they are listed anid registered on another exchinnge or the issuer is subject to the reporting
requirements of the Aet under Scetion 15(d).

isted on exempted exchanges: Certain evchanges were exempted from full regisiration under Section 6
of the Act because of the limited volmine of lrunsaclions.  The Commission's exemption order sperifies that
securities which were listed on the exchanpe ut the date of such order may continue to be listed thereon, and
that thereafter no additional seeuritles may he histed except upon compialee with Section 12 (h), {e), and (d).

Unlisted on exemnpt oxehanges: The Commission’s caanption erder specifies that seeursties which wers
admitted to unlisted trading privileges thercon at the date of such order may continue such privileges, and
lshntino additional securities may be admitted to unlisted trading privileges exeept upon compliance with

ection 12{[).

I'ant 2 —NUMBER OF STOCK AND BOND ISSUES ON EACILI EXCHANGE AND NUMBER
OF ISSUERS INVOLVED, AS OF JUNE 30, 1962

Stocks - Bonds
Exchanges Issuers .
R X U | XL |XU |Tolnl| R X U | XT. |Total
Ameriean. o oo.o.. . 1,053 ‘ 59 2 a a2
Bostolooooooo. 411} L0 1 N SN 10

Midwest.
Nutional _..__.
New York Stock

Tittsburgh. -
Richinond. -
Balt Lnke.___
Sun Franeisco Mining.
Spokang
Wheeling

Symbols: R—registered, X—temporarily exempted; U—admitted to nulisted trading privileges; XI—
listed on an exemupied exchange; XU—udinitted to unlisted trading privileges on an exempted exchange.

NOTE,—Issues exernpled under Seelion 3(2) (12) of the Act, such as obligntions of the U.S. Government,
the Btutes and cities, are not included in this table.
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TapLE 8.—IUnlisted stocks on stock erchanges®

Part 1.~-NUMBER OF STOCKS3 ON THE EXCHANGES IN-THE VARIOUS UNLISTED
CATEGORIES? AR OF JUNE 30, 1962

Unlisted only 3 Listed and registered on another exchangn
Exchanges

Clause 1 Clause 3 Clause 1 Clause 2 Clause 3 4
Ameriean . oooooiooo 162 2 28 4 1
Boston. .- [ 0 123 225 [}
Chicago Bom’d of Trade. . 1 1] 3 Q 1]
Cincinnati........__. G 0 0 121 1]
..... { 0 12 142 [1]
_______ 15 -0 0 0 0
4] i] 0 120 , 0
] EH 57 - 169 0
2 ] 213 232 1]
0 0 16 60 0
2 0 0 0 1
3 0 - 1 2 o
0 ¢ .0 3 0
Total & e oL 190 2 452 1,078 T2

PART 2—UNLISTED SHARE VOLUME ON THE EXCHANGES—CALENDAR YEAR 1961

Unlisted ontly # Listed and registered on snother exchange

Exchanges
Clause 1 Clause 3 Clause 1 Clanse 2 Clause 3 ¢

Amerlcan ________________________ 37, 787, 647 21, 300 8, 554, 40 4,808, 100 18, 300
BOSTOM_ ¢ o cmvnmam e 0 0 2. 395, 263 2,492, 278 0
Chlcago Board of Trade. . 0 0 0 0 1]
Cineinnatioc e .- 4] 0 0 811, 601 a
Detroit._ . ...... 0 0 348, 695 3,085, 383 qQ
Honotalu.._._..._ 01,346 a 0 0 [
Midwesb__ __._.__ 0 [§] 0 13, 349, 585 a
Parific Coast._____.. - £, 937, 171 a 4, 772, 488 7,396, 014 0
i i 1,314 0 3, 497, 42} 6,021, (088 0
Pittsburgh 1] 0 25%, 886 196, 358 0
Balt Lake... 4} 0 0 0 0
Spokane.. 588, 01k ¢} 31,100 100 0
Wheeling. . ] 0 0 1,400 0
[ o1 S 45, 405, 430 21, 360 19,862,003 | 38,022, 012 18, 300

L Refer to text under heading “Unlisted Trading Privileges on Exchanges.” Volumes are as repnrted
by the stock exchanpges or ather reporting agencies and are exelusive of those in short-term rights,
* ? The categories are according to Clpuses 1, 2, and 3 of Seetion 12({) of the Becurities Exchange Act,

1 None of these issues has any listed status on any doingstic exchange,

4 These issues became listed and registercd on other exchanges subsequent to their admission to unlisted
trading on the exchanges a3 shown.

[ I;upélcation of issues among exchanges brings the fipures to more than the actial namber of issues
mvolve



TWENTY-EIGHTH ANNUAL REPORT 189.

TaeLe 9.—Dollar volume and share volume of soles effected on. securities ew-
_ changes in the calendar year 1961 end the 6-month period ended June 30, 1962

) [Amounts in thousands]
Papt 112 MONTHS ENDED DEC, 31, 1861

Stocks Bonds Rights and
warrants -
Taotal
dollar : .
volumo Dollar Share Dollar | Principal | Dollar | Num- -
volume voling volume | amount | volume | ber of
. units
Registered exchanges.....| 68, 067, 651 63, 802,355 | 2,010,3M | 2, 022, 786 | 1,953,823 | 242,571 | 130,842
Amerlean 6,921,020 | 6,751,977-1 525,289 57,910 44,622 | 111,133 |- 22,872
Boston 318,444 318, 520 6, 269 1} ] 424 283
Chicago 0 0 0 0. 0 [ L R |
Cincinnatl. 46, 07 46, 535 861 60 84 o8 14
Detrolt. 240,617 240, 632 6,533 [1] {1 85 - 58
1,764,807 1 1,781,748 43,951 158 176 2,903 ] 3,734
0 0 . 0 0 ] 1] o
54,784,685 | 62,008,552 | 1,292,280 | 1,984,379 | 1,008,662 | 121,754 | 100,203
1,279,810 1,275, 109 70,839 24 17 107 2, 559
665, 110 663, 320 16,003 233 272 1,567 1,029
35, 400 35, 400 1,026 .0 1} "0 L]
3,049 3,049 19,573 o (1} 1} 0
2,894 ‘2,804 20, 129 0 0 ol - 1]
4,718 4,718 1,728 Li] 1] 0 (i}
26,726 | 26, 463 1,225 8 30 245 142
Colorado Springs 80 | 80 313 ] 0 0
Honolulu. . 25,635 25,361 889 28 30 45 142
Richmond. . 686 | 686 16 0 . o ] [1]
Wheeling., 305 | 325 7 0 .0 0 0
Part 2.—8 MONTHS ENDED JUNE 30, 1362
Stocks Bonds Rights and «
' . warrants
'Totel L
dollar B
volume Doilar Bhare Dollar | Princlpal | Dollar | Num-
N voluine volume volume amouni | volume | ber of
oo o . units
Registered exchanges_._._| 30,976,514 | 20,918,948 | 883.373 | 1,000,666 | 1,005,348 | 56,000 | 24,232
Amerlean_ . ..ooueooeos 2,294, 181 2, 216, 710 189, 314 32,303 33,085 | 45,078 6, 386
BBt m e 147, 567 147, 567 2,840 1] 0 1 29
Chicago Bouard of Trade____ L) g 0, 0 .0 o 0
Cinelnnati.. oo oL 23, 395 23, 325 440 58 84 12, 18
Detroft_ e 127,702 127, 702 3,241 1] 0 LN .
Midwest .o eaoeue B48, 156 848, 109 20,683 7 , 7 40 122
Matlonal________._____.____ 3419 hit] 138 0 0 0 . 1}
New YorK. o poeocemoemooee 20,810,733 | 25,631,842 614,392 867, B12 971,806 11,078 { 27,301
Paclfic Coast, .. ooooooooo - 581,134 20, 463 27,708 7 5 666 328
Philadelphia-Baltimore..___ 321, 087 321, 572 1,978 380 662 26 ]
Pittsharegh_ . . 18,121 18,121 425 ) 0 0 0
Sakt Lake. .o _________ 928 829 [ 5, B4 1] .0 1] 1}
Ban Francisco Mining..___. 1,139 1, 139 8,613 0 0 0 0
Spokane. ... .. 1,162 1,162 1,642 0 0 0 -0
Exempted Exchanges._.. 13,608 13,606 49 3 n3 0 ¢
Colorado Bprings. _..--...- L] 35 228 0 [} 0 [}
Honolulte o eceee e 12,914 12,911, 807 3 3 0 0
Richmond - -504 604 7 1] ] 0 ]
‘Wheellng 153 163 L] . 0 1] 0 0

NotE,—Data on the value and volume of securities sales are reported in connection with fees pald under
Bection 31 of the Securities Fxchange Act of 1834, They inetude all securities sales effected on exchanpes
except sales of bonds of the U.S, Government which are not subject to the fee, The data cover odd-lot 6s
well 88 round-lot transactions, Reports of maost exchanges for a given menth cover iransactions cleared
during the ealendar month; clearances oceur for the most part on the 4th day after {hat on which the {rade
actually was affected.
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Tanie 10.—Comparative share sales and dollar volumes on.exchanges

[Anﬁmil sales, tneluding stocks,

wnrranis and rights, as rapaft.od Dby oll U,S, exclianpes io the Commnission.
Figures for merged exchanges ara Ineluded In those of the exchanges into which they were merged]

Year Sharesales | NYS | AMS | MSE | PCS | PBS | BSE | DSE | PIT | CIN |Other

- % T %o % % % % % o b

1985, emeee 681,070,600 | 7313 | 1242 101| 260| ¢.76| 098] 085 | 034] Q03| 691

19360 932,135,040 | 7302 | 16,43 | 218 24| .69 .72| .74 .32] .04| 290

FL 838,460,860 | 73.19 | 1475 | 179 3.23| 7| .83 | .89 .a8| .03| 4.51

1938100000 543331878 | 7R.08 | I0.55 | 227 ] 267 | .78 103 | 151 .21 .04 3.57

10300 0 . 503.330,340 | 7823 [ 1130 | 2026 235| 93| L18| .76 .25]| .05] 260

W0 Tl arreensT2 | 7eaa (1320 | 21| 27| no2| 119 .82 LBl .08} 2.05

W4 30 150.596 | 73,06 | 1274 | 272 269) 124 LE0| .87 ) .36] .14| 379

loag Il wariseewe | ve 49 | 1nes | 2| 262| 1os| 38| .0 .29 12| 277

16200926 | 7460 | 16.72 | 220 | Le2| 8BS .76 | .64| .20| .07| 208

465,523,183 | 7240 | 1687 | 207 | 240] 78| 8L .8 | .26| .06| 2.48

760,018,138 | 6557 =131 | L77| Zus| ‘68| .66 .70| .40 05| E &l

803.076.532 | 66.07 | 19087 | U7 | 31| e8| .84 | .63| .28 -.05-| B.83

513,274,867 | 69.82 | g0 | a7 ). 422 00| 1.05| .es| .19| .08| 443

571107842 | 72.42 | 16,07 | 1.3 305 | (7| .7 63| .18 -.08) 4.3

515,408,706 | 73 61 | 1440 | Le7r| a7z | ver| .e3| .73 .18 .00 3.47

89300458 | 76.32 { 13.54 | 216} 3117 .70 | ‘65| -:B5] (i) .09 2%

63,018,401 | 74.40 | .60 | 2d0] 354 ‘76| .70| .8[ 18] .08 308

732,400,451 | 2,21 | 1608 | 243] 38| .s5| .78| .&5| .16| ..00| 4.08

716,732,408 | 72.64 | 15.85 | 2923 ) 39p| .83 | .&1| .55 .15| .11| 2.8

1,053,841, 443 | TLo4 | 1687 | 200 | 323 | (88| .G0| .3{ .13] .07| 474

1321400711 | 6R. 8% | 16.10[ 200) 308 .75 -48| .301 .10] .D3| 502

1182 487,085 | 66.31 | erot | 232 | sas| 72| sv| e a1 .05 Bo7

Lza02igss | f0.70 | 1504 | 23| 23| e8| 40| .30 (1| .08 414

1400578, 612 | 71,31 § 19.14 ! 293 | 2.89| .73| .45] .35 | .i1|- .05| 274

1/600,696.618 | 6550 | 24.50 | 2.00 | 28| .90 | .a7| .31 .e7| .04 341

144l 047684 | 88.45 | 2227 | 2,20 | 11| 89| .89 .34 | .08| .05 221

1961000 00142523 400 | 64,00 | 2568 | 222 | .3.42| 78| 3| L@ | o8] .04 220

Six r?ontlls . ’

33““”"' | oisa00,406 [ €9.87 | 2131 | 226 | 305 e8| .2 .36[ .05| -05] 1.5
Dollar volume
(000 omitted)

15,506,130 | 86.64 | 788 132 1.30) (687 L34| .40} .20 04| .16

53 640,431 | 86.24 | 8.69 | 1.3¢| 133i 62| Los| .3t{ .| .03| .14

o1 0zh865 |87.85 | 7.66| 1.06) L25]| _60| L19| .21 20| .03{ .11

12,345,419 | 89 24 5 87 103 1.27 J72 1.51 .ar 18 .04 .07

11234528 | 8720, e.506{ 170 | Lav| .s2| Lol .34 .18| .06 .07

g410779 | 8517 ] 768 | 2or| Lse] .e2| vei| .| .| .o9| .0d

6248065 | 8414 | 745 280 | Le7| Lio| 227 8| 2| .12| .12

4314004 8516 660 | 248| L7 | .e6| 33| .34} .23 W .1

0033507 | 8493 | 890| 202| 43| ‘so| L30| .30} .16| .07| .00

g810,140 | 8414 | D.30| 2111 170 | .79 129 .3 .15| .07 .11

16,281 552 | 8275 | 10081 | zoo| 178 | 82| LI6[ .3 .1t .08 .13

e 177 |82 65 | 1073 200 Lg| .78 L23| .| .| .07 .17

11506806 | 81 01| 8377| L82] 2.3 oL} Ll .36| .1& . .1 L

jZallng | 84.67| BO7| 1r'ss| 283| 88| 133 .34 | .14 .lol .00

10,746 935 | 5386 | B 44| L5 24p| 111] La3| .30 .03 .12 .00

21808284 | #5.01 | 6.85| 235 | 2.16| 92| Liz| .36 .| .1r| .03

2206087 | 8548 | 7.56| 2.30| 20s| .80 ) 108| .| .| 11| .07

17,304,395 | 84.86 | 7.99 | 247 | Zeo| ‘90| Li| .4s| 13| .12 .08

16715533 (8525 | amm| 2sd| 230 | ves| vos| e8| .16 ..13| .07

25 140117 | 8623 | 678 | 242| 2o02| 4| L&) .3 ] 0y .08

3g0a0 107 [ 86.31 | 668 | 241 ruo| oo| .7 .| .13| .09 .08

35 123116 [ B4.96 | 7.77| 278 | 208 | .96 .80[ .42| .12) e8] .07

2 914,36 [ 85651 | 733 260 202| Loo| .7e| .42| .12] .08 .07

35410560 | 85.42 ) 7.45| .71 | 21| Lo1| .7L| .37] .09 08| .06

52001055 | &%.66 | O 61| 267 | 1.04| lo0r| 66| .337 .08| .07 ..0

i5 306603 | 381 9.35| 274y 195 1.04| 60| .34| .06 .08 .M

G071 623 | 8244 ) 1071 | 275 | 200 | Led4| .60) .37} 06| BT .06

29,080,453 | 86,51 | 7.54 | 283 | .Loa| 107 | .49| .42| 06| ".08[ ..06

' Symbals: NY8, New York Stock Exchange; AMS, American Stock Exchange; MSE', Midwest Stock
Ezxchange; PCS, Pacific Coast Stock Exchange; PBS, Thiladelphia-Baltimore Stock Exchange; BSE,
Boston Stock Exchange; DSE, Detroit Stock Exchange; PIT, Plttsburgh Stack Exchange;.CIN, Cineln-

natl Stock Exchange,
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TAnLE 11.—Block digiributions
[Value in thousands of dollars]

191

Special offerings Exchange distributions Seccendary disiributions
Calendar ycar
Num- Shares Value | Num- Shares Value | Num- Bhares Value
ber sold ber soldd ber sold

Fis 812, 390 1167 2,367, 45¢ | 82,840

80 | 1,007,338 8L | 4,270,580 | 127, 462

87 | 1,063, 667 94 | 4,087,288 | 135, 760

79 947, 1 115 | 9,457,358 | 191,861

23 308,134 100 | 6,481,251 | 232,398

24 314, 270 73| 3,001,372 | 124,671

21 238, B79 85 | 7,302 420 | 175,901

32 300, 211 86 | 3,737,249 | 104,062

20 150, 308 77| 4,280,681 | 88,743

27 323,013 88 | 5,103,756 | 146, 459

22 357, 807 76| 4, 58 | 140,117

17 X 68 | 6,900,017 | 108, 220

14 189, 772 3 84 5, 748,358 | 218,400

9 161, 850 258, 348 166 | 6,760, 787 ; 344,871

8 131,766 | 4,567 3 146 | 11, 695 174 | 520, 866

5 63, 408 1,845 9% | S, 324,589 | 339,062

5 88,152 | 34,286 122 9, 508, 55 | 361, 486

3 33,800 [ 3,730 148 | 17,330,941 | B22,336

3 63, 663 5, 439 92 | 11, 439,005 | 424, GBS

' 2 35, 000 1, 504 130 19,910,013 | 924, 514

1 The first special offering plan was made effeclive Feby, 14, 1042; the plan of exchange distribution was
made effective Aug. 21,'31953, seeondary distributions are not made pursuant to any plan but geperally

exchanges require mem

on such distribution is filed with this Cotnmission,

ers to obtain approval of the sxchange to participate in & secondary and & report

TABLE 12---Reorganizetion proceedings under Chapier X of the Bankruptcy Act

i1 which the Commission participaled

during .the fiscal year 1962

Secorities and

. DPetition Exchange
Dcbtor Distriet court | Petition filed approved Commussion
- netice of ap-

pearanee filed

Alaska Telephone Corpo oo __..__ W.D. Wash.__| Nov. 21955 | Nov. 21,1855 | Novy, 7,1055

Amcriean Fuel & Power Co. D, K _2) Dee. 61985 | Dec. 20,1035 | May  1,1940
Buckeye Fuel Co_ .| i I\ov 28 £939 Do.
Buckeye (Gas Service Co.. Do.
Carbresth Gas Co._______. De.
Inland Gas Distrlbuling Co._._...._. Do,

Amerlcan Heal Savings & Loan Associa-

Hom bl D. MG .Tune 23, 1861

Astrotherm Corp.lo_______
Antomatle Washer Co._.___
Braokwaod Country Club
Cal-West Aviation Ined.____
Central States Electric Corp..
Charlotte Motor Speedway Inc.1..
Caoastal Floance Corp

Cofleyville Loan & ]nwstment Co., Inc. ..
Colorado Trust Deed Funds 1.__
Davegs Stores Corp._._..____
DePaul Educational Aid Socicty
Dixie Aluminum Corp...-
Dixie Fertllizer Co,Tnet .

Le John Manufacturing Co_.___
Edlund Engineered Preducts Inc.t 3,
El-Tronies Tne__________.o...... .-
Equitable Plan Co____._________
Farmers Federation Cooperative 1.
Fleatwood Motel Corpo o _.___....
Flora Sun Oorp., et al. (6 subsidiaries) 1,
Food Town In¢.._._..

Qeneral Stores Corp
Great Amerlean Development Co.l-.
Hudson & Manhattan Rallroad Co_.______

See footnotes at end of table.

an, 18, 1062
. 17,193
17,1059

21, 1961

. 27,1058
Oct. 31,1858
Qct. 19,1961
Nov. 25,1958
Mar. 18, 1958
Feb. 41962
. 26, 1960
Feb. 27,1862
July 20,1959
Apr. 30,1856
Tune 1,1961
_____ Aug, 11,1954

L N
Lozl
&
=
o

June 30,1961 | Aap. 8,1961
Jan. 18 1062 | Feb, 23,1062

2, 1956 | Nov, 12,1958
3, 1959 | Mar. 19,1959

Qet. 26,1961 | Oct. 26,1961
Feb. 27,1942 [ Mar. 11,1042

Nov,

32,1981 | Now,- 3, 1061

Feb, 18,1956 | Apr. 16,1956
July 17,1850 { Aup. 10,1950

Pendin

e MNow. 2,190l

June 11,1962 | June 6, 1962

Tan. 1

3,1950 | Feh, 4,1959

Dee, 16,1960 | Dee. 21,1060
July 22,1961-} Ang, 18,1961

Oet. 27,1958 | Nov. 10,1958

Oct. 31,1958

Do,
Oct. 18,1961 | Nov, 6, 1661
Nov. 25,1368 | Jan, 16, 1050
Msay 29,1058 | Mar. 27,1058

Feb,

7,162 | Apr, 13,1062

Bept. 27,1960 | Nov, 3,10680
Apr, 25,1862 | June B, 1962
July 28,1956 | Aug, 13,1859

1,195 | May 23,1958
3,1961 | July 28,1961

Dee, 14,1964 | Jan,  7,1956
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TaBre 12.—Reorganization proceedings. under Chapter X of the Bankruptcy Act
in which the Commission participated during the fical year 1962—Continucd

Securitles and

' Petition Exthange

- Debtor - | District court { Petition filed approved Commission

notice of ap-

pearanee filed

Hughes Homes Ine) ..o aisn D. Mont ______ Bept. §,1061 | Sept. 15,1081 | Qct. 19,1961
Hughes Homes Acceptance of lowa '.__|..___do_._______ -Sept, 15,1961 |____do______.. Do,
Hughes Homes Acceptance of Mon- .
L7110 DUV (RN B0 nmaae PR [+ S IR s [ IO, Do,
Hughcs Eomes Acceptance of Wash- .
gton Y e ]eoans £ 17 SR F 1 T F, LT Do,

Hughes Humes Acceptancs of Wyom-

L S doo o |eeedOa O Do.-
Inland Gas Corp... E.D. K _| Oet. 14 1035 Nov. 1,1935 [ Mar, 28, 193D
F.L.Jacobs oo ... 21D, Mar, 17,1959 | Mar, 18,1950 | Mar. 20,1958
Keeshin Freight Lines Ine. ... N.D, -| Jam, 31 1M6 | Jan, 31,1946 | Apr. 25 1149

Keeshin Motor Exprass Co., Ine. oo |- do._ . do Da, - .

Seaboard Frefpht Lines Ing_ ..
Nationnl Freight Lines Inc_.
Kentucky Fuel Gas Corp.._.. i
Kenbucky Jockey Club Ine.
Kirchefer & Arnaold Ine_____

Moagnolla Park Ine. .. _______._

Mason Mortgage & Investment Co
Mason Mortgage Fund of Florlda Ine. .
Mason Acceptance Curp
Bouthern Mortgage C

Morehead CitycShipbuild.lng Corp

Muskegon Motor 8
Parker FPetroleum
Pickman Trust Deed Corp
Republie Cement Corpt Y- _____
Reynolds Englneering & Bupply Inc.
San Souel Hotel Ine3_ ...
Seranton Corp. ...
Hal Rosach Studios.
Chem]cgl & Kubber Corp. of Ameriea _
B0 Y e
Belegted Inveatments Trust Fund 2.,
Selected Investments Corp,2. .
Shawano Development Corp_.
Southern Enterprise Corp.
West American Corp..
Southwest Foundation Ing,
Stoardust Ime. ...
Swan-Finch ¢il Corp..__
Keta Gas & Ol Corp__
Texas Potrtland Cement Co. .
Third Avenue Transit Corp..__
Surface Transportatlon Corp
Westchest.er 8t. Transpertatien Co.,

Westehester Elegtric Railroad Co_.
¢+ Waronias Press Ing
Yonkers Ratlroad Co.
TMT Trailer Ferry Inc
Trans-Caribbean Transport ine._
Trans-Cartbhean Motor Transport.
Traiter Marlne Transportation Ine . _
. C%mmfnwea]t.h Inter-Island Towing
0., Inc

Townsend Qrowth F und Inc.......
Trinity Bulldlngs Carp. of New Yor -
‘Frustar's Corp. .
Twentieth Century Foods Corp.)___._____.
T.8. Durox Corp. of Colorado.
Walco Buildin C
Windermere

N.D, Calif....

‘[ ev. 5, 1059

- Aug.

do
25,1935
89,1059
Nov, 5.1059
Apr. 22,1857
Oct. 3,1960
Oct, 16, 1957
Oct.d 31, 1960

Apr, 17 1961
'i\&'a‘y 11, 1861
May 6, 1958

2| June 13, 1960

Sept. 3,1057
Feb, 1,1960
1,1058
3 1859

ApT.

J| Ty 17 1859

Oct.
Mar,
do

1. 1959
3, 1958
Apr. 51950
Oet. 31,1958
May 18,1961

_ May 19,1960

July 19,1956
Jan.

July 7,1058
Qot, 26, 1048
Jurie 21,1949

RN ) M—
dD_

May 10 1961
Jan, 18,1045
Sept. 1-!, 1861
Qet. 30, 1961
Feb. 4, 19469
July 31,1961

-| Sept. 13,1660

Mar. 21, 1962

9°| Sept. s, 1849
- June 2[ 1949
-| June 2’7, 1957

Nov
Dec,
Novw,
Apr.

Fb

1,1835
9, 1059
5. 1959

22, 1957

F

do
Nov. 51950
.A]Jrd 17 1961
May 11,1861
May G, 1058
June 13, 1960
Sept. 3, 1957
Feb. 1,1860
Aug. 1,1958
Aprd 3, 1859
July 17,1959
QOct. 11,1959
\'1&:1 3,1958

Sept.
Jan.
Qet.

Juna 21,1049,
Ncw(1 15 1957

. 21 1662

Da,..
Do..
Mar, 28,1839
Jan.. 18, 1960
Nev, 9,1959
May 2,1957
O¢t. 20,1960
Oct, 24,1957
Nov. 8 1660
Do.

Do.

Deo.
Nov. 9,105
Masb22 1561

May 12,1861
June 9 1058
Junoe 13. 1960
Sept. 18, 1861
Feb. 17,1960
Sept, 16, 1958
Apr. 15,1350
Do.

Do.
Mar 17 1958

l\rIay 20 1059
Ju.nsijls 1960

0.
Qct. 31,1961

3, 1049

“July 71849

Do,
Sept. 8,1049
July 7,109
Nov. 25. 1957

Do,

Do,
Da.

Do.
May 10, 1863
Feh, 16,1945
QOct. 17,1961
Feb. 21,1962
Mar. 31,1969

. Sept. 15, 1951

Oct. 24,1960
Mar, 23 1962

.1 Commission filed notlce of appearance ln
* Reorganization proceeding closed during

fiseal year 1062,
fiscal year 1862,
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TasLE 13.—Summary of criminal cases developed by the Commission which were
pending at June 30, 1962

Number of | Number of such defondants

such de- ag to whoin cases are pend-
Number of | fendants as Ing and reasons iherelor

Cases | defendants| to whom

In sueh cases have

CcHses been com- | Not yet (Awniting|Awsliting
pleted appre- trinl appeal

hended

Ponding, referred to Department of
J uféége in the fiscal year—

—
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83

[CYXR XY IR Y PPy = =T =[P~ =F=F==F_F_Y_F_F_]

T
=%
&
[=-Xv <}
.
Do D
-
=
>
.

Total 1304 1644 101 95 415 33

Total cases ggndingl ...................................................................................
Total defendantd ' oo .o ..
Total defendants ag to whom cases are pending !

1 A5 of the close of the fiseal year, indictments had not yot been returned as to 196 proposed defendanis
in 41 eases referred to the Department of Justice, These are reflegted only in tlw recapitulatlon of totals
at the bottom of the table.

672175—83—14
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TasLe 14—Summary of cascs instituted in the courtd by the Commission under
the Securities Act of 1933, the -Securities Hachange Act of 1934, the Public

. Utility Holding Company Act of 1935, the Imwvestment- Company Act of 1940,
and the Investment Advigers Act of 1940

Tatal Total Cages Cases | Casesin-| Total Cases
- " - cases In- | ' ¢ases peoding | pending | stituted cRses closed
stituted | closed af ent at end during | pending | during
Types of cases up te endjup to end| of 1862 of 1961 1862 during 1062
of 1662 of 1942 fiseal fiseal fisenl 1962 fiscal
fiscal ' fiscal year year ¥ear fiscal year
year yoar o . year T
Actlons to enjoin violations ef i .
the above Acts. .. - 1,183 1,081 103 296 87 103 80
Actions to enforce subpoenas .
under the Securities Aet and
the Sccurities Exchange Act.. 7 ki 2 ¢ 2 2 0
Actions to carry out voluntary
plans to ¢com p]ﬁ with Section |
11¢(b) of the IIolding Com-
PANY ACh e o eoaael 142 136 L] B 3 6 3
Miseellaneous teglons. ... 35 33 2 [ 2 7 5
BT 2 1,419 .1, 307 113 ‘ Wr 94 118 88

TABLE 15._S1mmiury of cases ingtituied egainst the Commission, cases in.1which
the Commission participated as intervenor or anmicus curige, ard reorganiza-
tion cases on appeal under Chapter X in which the Commission participated

Types of cases

Tatal
cases in-
stituted

up to end

of 1962

fiscal

year

Taotal
cosos
elasad
ap to end
of 1962
fiscal
year

Cases
pending
at end
of 1662
. fsenl

year

Cases
pending
at end
of 1981
fizeul
yoar

Cases in-

Total
cases
pending
during
1962
el
year

" .Cases

closed

during
1962
fiscul
year

Actions to enjoin enforcemnent
of Seeurities Act, Securities
Exchange Act and Public
Utilty TMolding Company
Act with the exeception of
subpoenas issued by the

Actions {o enjoin enforcement
of or complisnee wlth sub-
poenas issucd by the Coms.

Petltlons for review of Com-
milssion’s orders by courts of
appeals under the warious
Aets administered by the
Commission.. ...

Miscellangous aciiond against
the Commission or officers of
the Commission and cases in
which the Comnmlission par-
ticipated as Intervenor or

| AMHCUS CUTIRE e

Appeal eases under Chapter X
in. which the COm]IllSSan
partieipated_..._.

64

244

244

182

239

230

177

14

5

10

743

719

24

21

26

24

23




TarLe 16.—Indictments returned for violation of the acts edministered by the Commission, the Mail Fraud Siatute (See. 1341,
formerly Sec. 338, Tiile 18, U.8.0.), and other related Federal stalutes (where the Commission took part in the investigation and
development of the case) which toere pending during the 1962 flacal year

Name of principal
defendant

Abrams, Joseph
{Automatie Washer
Co. Inc.). .

A.ddis_un, John Milton _

Albert, Sydney L.
(Bellanca Corp.).

Attaway, St., Curlis
Lee.

Autrey, Basil I, (Na-
tional Union Life In-
surance Ca.).

Smilh, Murray L._____

Bartz, Donald E, (Fi-
nancial Enterprises,

Ine.).

Beckerley, Richard T,
(Moentana Reserve

. Underwriting
Corp.),

Benjamin, Martin
{American Equities
Corp.).

Bergman, Vernon
Evans (Soloruon
Evans).

Number U.5. Tyistrict Indictment L '
of do- Court returned Charges Status of case
fendants . k
6 | Southern District | Apr. 3,1961 | Sces; 5(a)(1) and 5(2)¢2), | 1 defendont decessed, Pending,
' of New York. 1933 Act Sec. 371, Title 18, | - .
10 | Northern District | May 16, 1960 Se(-s 5{1) (2), 6¢) and 17(n). | Appeal filed Feb. 21, 1661, from Lhe eonviction of 6 defendants. Pending.
of 'f'exas. 933 Act; Secs. 371 and
1341 Title 18, TF.5.0C.
7 i Southern Distriet | Mar, 14, 1960 | Secs, 5(9)(1) and 2), 1933 | ATl defendants arraigned; pleaded not gullty and posted bonds. Tending,
of New York. Act; Bees. 8(a)(2), 16(a)
and 32(a), 1934 Aet; Sews. '
‘.12j gnl ang 1621 Title 18,
1| Western Distriet | Nov. 2,1961 | Sccs. 5(.1){”). 17(3), 1933 | Defendant apprehended and released on $25,000 bend. Pending.
of Louisinna %cis OScc 1341, Title 18,
7 | Southern District | Jan. 23, 1958 Secs. B(z;) (1) and (2 ond | Delendants' petition for rehearing on Government’s petition for writ of
of Florudu, 170a} (1), 1933 Acl; Secs, mandaius dismissed. July 5, 1961, 1 defendant pleaded nolo conlendere
L 371, 134[ and 1343, Tltle and found guilty on all eounts of indictiment and fined $5.000; remaining
- 18, T.5.0 * defendants dismissed. N
2 A0 July 5 1961 Seg 10(k}, Rule 100- 5, 1034 I.nrori]nat,ion fileg ngninst 2 defendants, both pleaded guilty and ned $5,000
= et each.
2 | District of May 14, 1957 | Sce. 17() (1), 1983 Act: Sec. | Romaining defendant dismlissed, Aug. 3, 1961.
Nevada. 371, Title 18, U.B.C. ) -
2 | Montana...._.... Aug, 24,1961 | See. 17(n); 1933 Acl: See. { 1 defendant pleaded gullty to count 6 charging a violstion of the Mail
1341, Title 18, U.8.C. Frand statute; imposition of zentence deferred and placed on probation
b . for 5 years. Indictment dismissed s {0 remaining defendant.
& | Southern Disteict | Feb, 20,1262 | Sees. 5(a}, 6{t). 17(s) und 24, | Pending,
of New York. 1933 Act; Secs. 2, 1341 and
2414, Title 18, U.5.C. '
2 | Eastcrn District | Jan., 24,1962 | Sce, 17(a). 1983 Aci; Seos, Dy,

of Texas.

1341 and 2314, Tille 18,
v.s.C.

T LHOdUY CIVINNY HLIHODIE-ILNTAL

G61



TapLE 16.—Indictments returned for violation of the acls administered by the Commisgion, the Mail Praud Staiwute (Sec. 1341,
formerly See. 338, Title 18, U.8.C.), end olther related Federal statuies (where the Commission took part in the investigetion and
development of the case} which were pending during the 1962 fiscal year—Continued

Name of prineipal | Number| U.S. District Indletment
defanidant of de- Court returned Charges . Status of case
fendants B

Berman, Charles E. 25 | Sonthern’ Distrlet | Dee,  2,1088 | See. 17{=), 1933 Act; Secs, | Opinlon fled denying mations of 3 defendants for severaunce and granting

(Gornel:s DeVroadt of New York. %‘;_'ls, 1841 and 1343, Title 18, limited inspection and certaln particulars. Pending.
Bems)teln, Albert (T, Oct, 3,1061 | See. 371, Title18, U.5:0..__..| Pending.

taston & Co.). - -

Bernslein, Albert (J. _| Jan. 15,1962 | Sec. 371, Title 18, U.B.C.._.. Do.

A, Winston & Co.).

Mar, 1,961 4 individual defendants ared 2 corporate defendanis pleaded guilty to various

Birrell, Lowell M.
{Doeskin Products,
Ine.),

Kutlander, 80l Roo...-

Black, Morris (Great

%wce)t Qrass  Oils,
Bowden, Norman E,
(8.D.0. Distributors
an](:i) Sales Co.).

Broailey, Albert E,
(Hudson Securities).

Byrnes, Joe H.
yIrxrlivestors Mortgage
‘Corp.).

Cage, Ben Jack

Bm)lkers Bond Co,,
c.).
Caine, James E.
Estates Lifo of
ashington).

QCannon, Jr., Thomas

]1:"1. (Capltal Funds,

. Imc.}.
Carmoll, Moward P.(H.
Carroll & Co.). .

[

L=}

Northern District
of Gaorgia.

Western District
of Naw York.

Bouthern District
of Flortda.

Northern District
. of Texas.

‘Western District
of Washington,

Southern Dstriet’
of California. «

Apr. 17, 19611
Oct. 51961
Aug, 31, 1960
Mar. §, 10622

Tuly 17, 1947

Feb. 20, 1962
Apr. 22, 1060
Mar. 28, 1961
Mar. 29,1962

May 23,1862

Secs. 17(a) and 24, 1933 Act;
Secs. 10(b) 32{a) and Rule
10h-5, 1934 .Aet; Secs. 2,
1341 and 2314, Title 18,

U.8.C.
Sec 10&]}) and Rule 10B-5,
Sec 371, Titla 18, U.8.C_..

Boes, 5{a) (2}, 17(a) {1}, 1933
AC,{i)!g)ld‘ﬂ( )Tl)e
U.8.C.

Bees. 5(a)(2) 17(n), 1533 Act;
Sces. 371 and 1341, Title
18, U S G

Secy, 5(8) (1) and (2) and
17(a}(1), 1933 Act; Secs.
3 and 1341, Tiile 18,

Sees. 5'(3) (2), 17 (), 1933 Act;
Secs 371 and 1341, Titls 18

Sec. 17(»1), 1033 Act; Beca.
371 and 1341, “Title 18,
TU.5.0.

Bee. 17(a}, 1933 Act; Secs.

37l nud 1341, Title 18,

1.8.C,

Sees. 6(a)(2) and 17(a), 1433
Act; Becs. 371 and 1341,
Title 18 U.8.C,

Sec. 17(a), 1933 Act .

counts of the Indictment; another defendant pleaded to an information

charging viotations of See. 10(b) of the 1934 Act. Pending,

Defendant pleaded gollty.
Pending,

Closed,
Pending,

Do,

Pending,
$10,000 bond set for 5 defendants.
fugitive. Pending.

1 defendant pleaded guilty te 3 connts of mail fraud, 3 Sec, 17{8) counisand
conspiracy count. Pending.

1 defondant deceased and 1 defendant a

Plea of not. guilty entered as to 2 defendants, Pending.

Pending.

061
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Chapman. Frederici
L. (Barrett Herrick
& Ce., Ine.).

Chsmey David B
(Trans Continental
Industries, Inc.).

Clark, Willlam ...

Cchen, Leon Allen
{Continental Under-
writers, Inc.).

Columbus Rexall
80nso]1dated. Mines

0.

Vidalakis, Nlek 8_._____

Caylas, Willam J_

Cromer, L. L.

Corrigan, Herbert E.
{Insured Morlgage
& Title Corp.).

Crnne, John Joseph
(Soathern Invest-
ment and Finance
Corp.).

Cmmvr, Lyman L,
(Columbus Rexall

il Co.}.

Colurabus Rexall Ol
Company,

Crosby, Francis Peler
{Texas-Adams Ol
Cci.)).

Curtls, Lee A, Tr,
(Greater Georgia
Investment Corp.).

Denner, Robert M.

D:;Pont Mortgage
0.),

e

I

10

11

12

[

=

Southern District
of New York,

Southern District
of New York,

Maossachusetts ..

Nortkern District
of Qeorgia.

Southem Distried
of Florida.

Middle Dislrict
of (teorgia.

0471 | P

_____ [ TR

Southern District
of New York.

Northern District
of Qeorgia.

Southern District
of Florids,

See footnotes at cod of table.’

Feb. 6,1961
June 21,1962
Mar, 2,1960
Sept. 17, 1958

May 31,1961

Nov. 30,1961
Jan. 11, 1962!
Jan, 12,1962
Feb, 28,1962

Jan. 31,1861

Sept. 28, 1861

Nov. B 1961%
Nov. 81061
July 30,1958
Oct. 8,10581
Sept. 17,1959

May 18,1880

Mar. 1,1961 %

Secs. 17(a), 1933 Act; Sec. 2,
Title 18, U.8.C.

Sec. 1621, Title 18, U,5.C...
Secs, 17(a)(1), 1932 Aect:
?;cs 371 and 1341, Title
Sec. 17(a), 1933 Act;
1341, Title 18, U.5.C.
Secs. 5(a)(1), 6(a)(2}, 5(c}

and 17(a}, 1933 Act; Sees.
%’1 and 1341,

Bee.

Title 13,

de
Ruie 10.6(3), 1634 Act
Sec. 17(a3, 1933 Act.
1341, Thtle 18 U.5.C,

Sec 1?(8)(1), 1933 Act; Seca,
371 end 1341, Title 18,

Secs. $ay(2), 10(b), 3a)
and Rele 1Gh-6, 1934 Act;
Eecs 2 and 371, rltle 18,

Secs‘ 9(3}(1), 9(n}(2), 10(b)
end 32(a), 1834 Act; See.
371 ’I‘Itle 18, U.B.C.
Secs. 20, 3%{a), 1934 Aect;
Secs 2 and 371, Title lS,

Secs. 5(n) (1}, 5(1)(2} and 24,
833 A 71 1341

Sces, 5(s)(1), 5(2)(2) and 24,
1933 Act; Sees. 2, 371, 1341
Bud 1343, Title 18, U 8.C,
Bee, 17(a)(1), 1933 Act; Sec.
1341, Tille 18, U.8.C,

Socs. S{aj(l), Hax2), 3c)
and 17(a)}{1}, 1933 Act; Sce,
1341, TFitle 18, U.B.C.

Bee.17(s), 1933 Act; Secs. 371
and 1341, Title 18, U.8.C,

Clased.

Perding. .

1

Case transferred to WD of Oklaboma, 1 defendant pleaded guilly, sus-
pended impositicn of sentencs and placed on probation for a period of 5
years. Yending.

Noiice of sppeal iled by 1 of the 3 defendants convicted. Denision rendered
by CA-5 affirming conviction of distrlet court. Petltion for writ of
certiorarl filed, Pending.

11 defendants pleaded guilty and 1 defendant pleaded nole contendere, 1
defendant was sentenced to 2 years imprisonment, suspended and put
on probation; fines ranging from $200 to $36,000 were imposed a9 ta some
of the defendants. Pending

Closed.

Iwy,

Do.
Pending.

2 defendants each sentenced to 3 years on thelr guilty pleas to fec. 17 counts.
Remaining defendants dismissed.

Closed.

Order enterad d[smlssmg indictment as to 4 defendants. Notlce of appesl
ﬁP]eddrmm the order entered Feb. 14, 1962, dismissing as to 1 defendant.

ending,

Order entered dlsmlssmg Indictment as to 3 defendants. Notlce of appeal
filed from the court’s order of Feb, 14, 1982, dismissing 1 defendant.
Pending.

Closed.

Notice of appeal filed by 8 defendants. Onpinion by CA-2 affirming the
Judgments of convictions of 4 delendants, reversing convictlon and dis-
missing indictment &9 to remaining defendants.

Qune defendant deceased. All other defendants arraigned and pleaded not
guilty; 1 defendant ehanged plea to gullty te 1 mail fraud count and 1

Clbecdli'(a) count ond sentenced to 4 years, Pending.
oged. .

2 dcfendants found guilty on Sec. 17(a) of 1933 Act and Sec. 1341, Title 18,
U.8.C.; 1 defendant seoienced to 3 years, suspended alier 2 months
followed by probatlon for 2 years and 9 months and fined $1,500; the other

" defendant fincd $1,000 and placed on probation for 3 years. Pending

R
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TanLe 16.—Indictments returned for violetion of the acts administered by the Commisgion,

the Mail Freud Stetute (Sce. 1341,

Jormerly Sec. 338, Title 18, U.8.C.), and other reluted Federal statutcs (where the Commission took pert in the investigation and
devclopment of the ease) which were pending during the 1962 fiscul year—Continued

Name of principal Number| U.8, Dixtrict Indictment
defendant of de- Court resurned Charges Status of case
fendants .
Storn, James._. ...._.___ 1| Southern District | Mar, 3,19611| See. 10¢b), 1934 Act snd | Defendant pleaded nolo contendere and was sentenced to pay a fing of $500.
of Florida, Rale X-100-5. ' E g
De Pasguale, Ralph 8 | Southern Wistrict | July 21,1961 | Sees. 17(a) and 24, 1933 Act; [ Pending. . -
(General Investing of New York. Sees, 2, 371 and 1341, Titlo
Carp.). 18U.8.C. .
Dwire, Goorge T. 2 | Eastern District Mar, 1,1961 ; Sees. 5(a3(2), 17(s). 1033 | Defendants apprebended; honds sot at $5.000 each, Tending,
{Southwesiern Pro- of Oklahoma. Act; Sec, 1341, Title 18,
%uc]tions Investment uUs.C.
30.),
Edens, Arnold E_.__... 1 | Eastern District June 14,1061 | Sees. 17(n) (1) and (2), 1033 | Defendant posted $20,000 bond and pleaded not guilty. Ponding,
of Arkansas. Act; Sees. 1341 and 2314, .
Title 18, T.5.0, IR
Eichler, Robert {Arlee 7 | Southern District | Moy 29,1962 | Sees, 2, 371 and 2314, Title | Pending,
Asgsoclates). of New York, 18, U.S.C.
Emigh, Leslie T, (Ura- 1 | South Dakotu.____ Mar, 16, 1961 | Sees. 5(a) and 17(a}(2), 1933 | Defendant pleaderd nolo contendere and sentenced to 3 years probatian,
nium & Federated Ast, . N
Minerals Co.).
Farrell, David (Los 3 | Southern District | Mar. 81061 [ See. 17tad(l), 1033 Act; | Closed,
Angeles Trust Deed of Califprnia. Sees, o7l amd 1341, Title
and Mortgage Ex- . 1§, U.8.C
change).
[« 3 P Ao oo Dee. 20,19012) ____do._. _ _ _____________| 2defendants found guilty on 32 counts of indietmeint; 1 defendant sentenced
: toa tetul of 10 years and Nned $36.500; olher defendant sentenced to 5 total
- . of 4 years and fined $52,000. Both defendants appealed.  Pending,
Ficken, Wilbur H__. ._ 1 [ Nerthern Distriet | Dee. 13,1961 | Sec. 17(a), 1933 Act; Sces. | Defendant nleaded guilly and sentenced to 8 years imprisonment on 4 mail
- ' of Ohio, 1341 and 1343, Title 18, fraud counts, all to run consecutively, with an additional sentence of 3
U:s8.C. yeurs cach on 13 counts charging securities fraud. mail frond and inter-
state fraud by wire Lo tun coneurrently with Ve mail fraud counts; re-
Lo . maining caunts dismissed.
Filosa, Frank Roebert 2| Colorado.._.____. Oct. 31,1961 | Secs. 17(a) and 24, 1933 Acl; | Both defendants pleaded guilly on 1 See. 17 count. Iending seantencing, .
(Filosa Securities Secs. 10¢b), 32 and Rule .
Co.}. . 10b-5, 1534 Act; Sec. 1341, .
. Title 18, U 5.C. '
Forgythe, Thomay 4__ 2 | Eastern District Drec. 38,1861 | Becs. 5(af2) and 17{n), 1933 | Both defendants pleaded _not guilty and posted bend aof %3,000 cach.
of Illlnois, Act; Secs, 371 and 1341, Motlons for dismissal of indictment filed Apr, 18, 1962; and denied June
. Title 18, U.8.C. 20,1962, Pending. '
Fry, Clark L. .o..____ 1| Western District | Jan, 7,1860 | Secs. 5(a)(2) and 17{a}, 1933 | Defendant found guilty an 5 Sec. 17 counts and 1 Sec. 5 count and soattenced
of Wisconsin, et. to 10 years, 4 of which were suspended, and fined $5,000.  Appeal pending,
Qarfield, Samuel S, 33 | SBouthern District | July 14,1961 | Secs. 5(a)(1) and 24, 1933 | 8 defendunts pleaded guilty and seniencing deforred.  Pending,

{United Tiye &
Chemical Corp.).

of New York.

Act; Seus, 9(a)(2), 9(a)(6)
wnd 32(a), 1934 Act; Sees.
2and 371, Title 18, U.5.C.
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George, David Llovd
{National Tractor
Rentals, Inc.).

Geteliell, Franels E.
(Florada Palms,
Ing,).

D

L«

Gilbert, Edward M.

Gradsky, Norman
Credit Finance
orp.).

Grant, 1larry L..._...

G}ay. Chester
(Imperial Petrolenm
Co.).

Graye, James C.
Jm)ncs C. Graye
0.).

Yetman, Jack........__

Greenberg, Jacob IT,
MMorris Mac
chwebel)

Qregory, Kenneth H_
(Canam Investiments,

Ltd.).

Gully, Guy W. (Ual-
versal Fuel and
Chemieal Corp.}.

11

50

[~

28

(=2}

Montana___.......

Seuthern District
of Florida,

Southern District
of New York.

Southern Diatrict
of Flerida.

Northern District
of Illinois.

Southern Distriet
of Florida,

Caonneeticut....___

Soythern District
of New York.

New Ifampshive. |

Wastern District
of Pena-
sylvania,

See footnotes at end of table.

Aug. 25, 1961‘-

Jan. 15, 1957

Aupg. 19,1957¢2
Juno 28,1962

Junse 14, 1961

v

Sept. 19, 1961
Aung, 2,1061

May 18, 1930

Scpt., 15, 1960

Feh, 6, 1961

Sept, 21, 1961

Dez. 7, 1961

Sec. 17(n), 1933 Act; Secs. 371
and 1341, Title 18, U.5.C.

Boes. 5{a) and 17{a}(1), 1933
Act; Boe. 1341, Title 18,
U.s.C. !

_____ do_.___.‘ e mmmaneoo

Se{:s 5(a)(1), 17¢a) and 24

Act: Becs. 16(a), 32,

aud 32(a), 1931 Aeal; Sces.

2, 1341, 1343 and 2414,
Title 18, U.5.C.

Bec. 17(a), 1983 Act; SBees.

371 and 1341, Title 18,

U.5.C
Segs. 5(@) (1), 17(a) 1933 Act;
8Bec. 1341, Title 18, U.5.C.
See, 17(n), 1933 Act; Becs, 371
and 1341, Title 13, U.8.C.

Sees. 5(a) (1) and (2) and
Sec. 17(a), 1933 Ael; Secs,
%71 and 1341, Title 18,

Secs. Ba)(1), A(a)(®, 5(c)
and 17(a), 1933 Act: Secs.
Brl and 1341, Title 18,

U.5.C,
Bec_ 371, Title 18, US.C______

Sees, H(a)(1), S(a)(2) and
17(a), 1933 Act; Becs. Zand
311, Tille 18, U.3.0.

Sces. 5(a) {1) "amd (2) snd
17{a), 1833 Act; Secs, 371
and 1341, Title 18, UB.C.

Sees. S(a)(1), 5(a}(2), 17(s),
1933 A ot ; Sec, 371, Title 18,

1 defendant pleaded guilty to 2 mail fraud counts and the conspiracy count;
sentenced to 1 year on each count to run consecutively with senteince on
last 2 counts suspendcd 5§ years probation to begm at end of tmm served.
Pending. :

Closed.

Judgment of acquittal as to 2 ‘defendants.
defendant.
Pending

Pendiné as to remsining

Da.

Pleas of not guilty entered by defendants and bond sct for $1,000 cach,
Varions motions filed, Pending,

2 defendants convicted nnd sentenced to 3 years ireprisonment on 4 counts of
the indictment; 1 defendant pleaded guilty to 1 See, 17{a) count and
sentenced t0 1 year, suspended, pliced on probation and fined $500;
anather defendant dismissed; 2 defendants appealed from their convie-
tions. Pending.

Judgments of guilty were entered as to 20 defendants; 16 as to 1 Sec. 5(a)
count and 4 defendants ns to 1 See. 17(x1) count; 5 other defondants pleaded
guilty; 4 to 2 mail {raud counts and 1 to 1 Sec. 17(a) count. Bentences
tmposced on 20 defendants ranging from 1 year to 8%§ years with varicus
conditions for probation as to some defendants. Remuining defendants
})wqatmg sentences, 1 defeodant dismissed; 8 defendants deceased

cnding

Dismissed ns to defendant who entered guilty plea on perjury mdm,ment
TPending.

Moetion by defendants to dismiss beth indictments denied Jan. 15, 1952,
Pending,

Da.

Pending.

Tefendants pleaded not guiliy, Pending,
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TaepLe 16.—Indictments returned for violation of the acis administered by the Commission, the Mail Froud Statute (Sce. 1341,
formerly Sec. 338, Title 18, U.R.C.), and other related Federal statutes (where the Commission took part in the investigation and

dovelopment of the case) which were pending during the 1962 fiscal year—Continued

Name of princlpal Number U.8, District Indietmeng
defendant of de- Court returned . Charges . Status of case
. fendants - . .
Gutermn, Alexander 8 | Southern District | Aug. 25, 1959 | Sees, 17{a} and 24, 1933 Act. 1 defendant pleaded guilty; sentencing deferred. Pending.
L. (United Dye & of New York. Becs. 13, 14, .30(0). 32(a),
Chemicel Corp.). 1634 Act and See, 371
B Title 18, U.8.C. .
Qarfield, Samuel 8.____ 8| aun [+ [« S Noav. 2,1960 | Secs. &6{a}{l} and 24, 1933 Do,
. %cé; (n}nd See. 371, Title 18,
Halgy, Fred T. (Haley 2 | Western Distrigt | Mar, 1,1961 | Secs. 5(a}{2), 5(c} and 17(a) | Both defendants pleaded not guilty; 1 defendant posted bond in the amomnt
Qil Corp.). of Michigan. of 1933 Act; Secs. 371, 1341 of $10,000; other defendant refused to post bond and remanded to Kent
and 1343, Title 18, U,S,C, County, Michigan jall to awalt trial set for Sept. 4, 1062, Pending
Hand, Thomas E__..._ 2 | Southern District | Jan, 6,1860 | Sec, 17(n). 1933 Act; Sees. | Closed. .
of Texas, .{}'1 2nd 1341, Title 18,
Hensley, David Earle 1| Western Distriet | Mar, 22,1961 | Sec, i7(n), 1633 Act Sec Defendant pleaded not guilly and posted $2,500 bond, Pending.
g). IEsr;a Henslsy of Washington. 1341, Title 18, U.5.C . .
6., Tne.), '
Herck, Joho ceoeeaeeae 6 | Eastern Distriot July 30,1942 | Sec. 17{a) (L}, 1033 Act; Secs Pending.
of Michigan, i 1, 1241, Title 18, U.8.€ .
DO e NN doo o ]eaee do___.._ Sec. lo(B} 1938 Acto.. ... Do,
) 3.1 I, B do_ o _____|... 4o ... .| See. 15(&) 1) and (2, 1933 - Da,
Act; Sec.’ 371, itle 18, ,
Herr, Walter E, 2 | Northern Distrlet | Nov. 30,1881 | Sec., 17{(a), 1933 Act; Secs. | Both defendants pleadad not gullty and posted bond of $3,000 each,
" (American Sales of Illinois, 31t and 1341, Title 18 Pending.
‘Training and He- U.8.C. :
search, Ine,}.
Howord, Robert A, 2| Colorado . cueeuun- Oct. 33,1961 | Secs, S(n)(1), 6(8}{2), 1933 | Boih defendants apprehended, pleaded not guilty snd posted bonds of
{Montana Chemical ' Act; Bec. 10(b) and Rule $1,000 and $5,000. Pendiog.
Corp.}. 10b-5, 1834 Act; Secs, 1341
and 2314, Title 18, U.8.C.
Howard, Robert A____. ) I [« L U, Dec. 7,1960 Selcomu(risgh 19133 Acr. Sec Defendant apprehonded Dee, 30, 1960, and posted $5,000 bond. Pending.
- itls
Hughes, Paut M, 13 | Bouthern District | Mov. 18,1060 | Secs. 6(5)(1), 6(3)(2), 17{3) 2 defendants pleaded guilty; sentencing deferred. 6 other defendanis
{World Wide In~ of New York. and 24, 1833 Act; Sscs, pleaded not guilty and wers admlitted to bail in amounts ranging from
vestors Corp.), and 3‘21. Title 18, 17,5, C $500 to $15,000. Pending.
Garfleld, Samuel 12 ... A0oeeeo___.| Apr, 13,1061 | Secs, 5(8), 8(c), 17(8). 1833 | 1 defendant pleaded guilr.y, sentencing deferred. Pending,
{Shawano Develop- Act: Baes. 371 and 1341,
ment Corp.). . Title 18, U.B8.C, .
Eeral, Willlam O______ 1 | Massachusetts.._.| Nov, 30,1860 | Seec, lc{b) and Rule 10b-3, | Defendant pleaded gnilty and sentenced to 8 months imprisonment,

1934 Act; See, 1341, Tlt,le
18, U.S.C. .

00e
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Kevin, Melvyn

Eimball Securities, Inc_

Algranatl, Mayer______

Kirchofer, Robert Carl
{Kirchofer and
Arnold, Ing.).

Lederer, J osep;h H.....

Leferdink, Allen J.
(Deuver Acceptanca

Li.ncof.n Secu.rit.les
Corp,

Low, Harry (Trenton
Valley Distillers

(Inbel‘-Gxty ‘Finance
Marm. {Vayue M.

McLean & Co., E.M.
{Devon Gold Mines,
Ll‘:g.):

Mende, Milton Z.
(North American
Petroleum Corp,).

Maeyer, John (Treasure
State Life Insurance
Co.).

Swanson, Glenn G_____

IMoxham, Jerome E____

Mun'ay,John

Southern District
of New York.

Eas;tem District
0
Caroliua'.
Southern District
of New York,

Eastern District
of Michigan.

Sonthern District
of Florida.

Northern District
of linois.

Eastern District
of Michigan.

Seuthern District
of California.

Eastern BPistrict
of Washington,

Northem District
of Indiana,
Northern District

- {Alabama Accept—
ance Corp.). - .

of Alabama,

Colorado.. ...

..... L4

Rule 10b--5, 1934 Act

Sms 5(a)(1}, 17(n) and 24,
1043 Act; Secs. 2 and 371,
Title 18, U.8.C/

Sce. 16821 Title 18, US.C__

Secs, 8{a}{2) and l?(n), 1933
Act; See. 15(a), 1934 Act;
Sets. 371 and ‘134E, Title
18 U.8

Sees, bn){l) and 24, 1933
Act; Secs, 371 and 1341,
Title 18 U.8.C.

See. 17(a), 1033 Act; Secs.
an, 1241 nnd 1343, Title
18,'U.8.C. .

Secs. 5(a)(1) and (), 5(c)
urnd 17(n), 1033 Act; Secs.
371 and 1341, Title 18,

UB.C.
See. 17(a){1), 1033 Act; See,
1341, Title 18, U.B.C.

Ser, 17(n), 1033 Act; Secs.
%FIS and 1341, Title 18,

Sees,.5(c); 17(a) 1033 Act:
Sec, 1341, Title 18 U.S.C.
Sce, 15(n), 1934 At

Secs. 5a)(1) and (2), 1033
Acé;CScc. 371, Title 18,

Sec. 17(a) (1), 1633 Act; Secs.
7L lmd 1341, Title 13,

U.5.C

Sess. B(a), 5(a)(1), la(ﬂ).
1933 Aci; Sees, 2, 371 and
1941, Title 18, vs.C

Sec. 17(a), 1933 Act; Bees. 371
u.nd 1341, Title 18, T7.5.C,

Sec. l?ﬁa), 1933 Act; Sue.
1341, Title 18 U.5.C.

Sec, 17(»1)(1) 1933 Act; Sec.
1341, T'itle 18, U 5.0

FPending.

Guilty pleas filed as 1o 4 defendants; sentencing deferred; pendin g trial a
to remaining defendants. Pending,

Pending,

Both defendants arreigned and 1 pleaded guilty; other not gullty.
Pending.

Ponding.

Da,

Sentencing impesed on 12 defendants ranging from 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.

Defendants arralgned end pleaded not guilty. Motion for dismissal as o
1 defendant filed Jon, 16, 1962, Order entered denying said motion Mar.
5, 1462, Pending,

Pending.

Do,

1 defendant pleaded guilty on 2 Sec. 17(&} counts; sentenced to 1 year on
each cont t¢ run concurrently:; execution suspendcd and placed on pro-
bation far 3 years following present Incarceration on a mail fraud con-
vietion; Indictment dismissed #a t¢ 2 defendenta. DPending.

12 defendants found guilty and received sentences ranging from 30 days to’
30 months; 2 defendants fined $5,000 each; 1 defendant appealed from his
conviction. Pending.

Pending.

Appeul filed, Opinion rendered affirming eenvictions of district court.
Pendmg
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TapLe 16.—Indiciments returned for violation of the acts adminisiered by the Commission, the Meil Fraud Statute (Sec. 1341,
formerily See. 838, Tiile 18, U.8.0.), and oth_er f'cla@ed Federal statutes (where the Conunission took part in the investigation and

develo
Name of principal | Number|  T.8, District Indictment
defendunt - of de- Court returned Charges Status of case
fendants
Newman Assoriates, 28 | New Hampshire. .| June 186, 1060 Sacs 5(&)(1). 5{&){2) 5(c) 15 defendants pleaded guilty and 4' defendants pleaded naie contenderes;

FPhilip.

Noonan, John A,
{Becurity Financo
Plan, Ine.)

D

T

Parker, T M., Inc.___.

Do.
Pecl, Jr.
Tnsured Capita]
orporation}.

Powell, Irwin Vincent._

Powis, Francis Alger-
non Gaylord (A, G.
Powis & Co., Ltd.).

Prettyman, L. Travers
(Thunderbird De-
velopment Corp.).

Price, Daniel (Na-
tional Eleciro
Trocess Corp.).

Pruett, Corl A,
(Pruett & Co,, Inc.).

Re, Gerardo A, (e,
e and Sagarese,
Swan-Finch 0il
Corp.).

—

o--do_..

™

13

L

-3

Massachusetts.. .-

Eastern District
of Mlchlgﬂ.l:l

Southem Distriet
.of Floridu,

Southern District
of New York.
Connecticut. ...

Kansad ... Te--

Eostern District
of Virginia.

Northern District
of Georgia.

Southern District
of New York,

Dee. 12,1060
June 18, 1461

Apr. 7,195

Ao R
Tune 14,1681

Tan. 15,1962 |

Muy 10, 1051

Feh., 27,1062

Doe. 18,1950

June 1,1961

Apr. 2,1062

and 17¢a)(1}, 1933
Sclés é’ul and isal, T ltlc 18,

8ees, 17{n) and 24 and Rulo
260, 1933 Act Secs. 1001
and 1341, Title 18, U.8.C,

See, 24 and Rules 255(11) and
256(0), 19.53 Act.' Sec. 1001,
Tille 18, U

See, 371, "1‘1llc.. 18 U8.C.....

Seo. 1341, Tiile 18, U8.C____
See, 17¢a), 1933 Act . . __
Sec. 15{(a), 34 Act_.______.
Sec. 17(n), 1033 Acl; Secs,
371 wnd 1341, Title 13,

Soc's 2, 1001 nod 1505, Title
SU.8.C

Secs 5(.1)(1), 5(a)(2) and
17(n), 1933 Act; Sees. 371
and 1341, Title 18, U.5.C.

Seca. A(0(2), 17(a), 1033
Act; Secs, 371 and 1341
Title 15, U.8.C.

Secs A{n)(2), 5(c) and 17(a),

033 Act; Secs. 371 and
1341 Title 18, U.B.C.

Bee. 17(u.) 1933 Act; Sers,

3:1 and 1341, Title 18,
U.8.C, ,
Secs, &(n)(1l), 1933  Act;

Secs. 2, W71 and
Title 18, U.8.0.

1001,

received senlences ranging from 3 months to 3 vears and probation periods
up ¢ 3 years; other sentences suspended and defendanls placcd an pro-
batlon and 2 fined $4(]ﬂ Indictment dismissed as to 2 defendants.

Defendant pleaded guilty on § Sec, 1001 counts and senteneed 1o 3 menths.

. Pending.

Defendant pleaded guilly to count 6 of Sce, 24 and Rules 255(n), 256(f) of
the 1933 Act; given 2 years suspended seatence plus 3 years probation.

Pending,

§ defendunts convicted by jury en April 12, 1562, on 9 counts of the 1F count
indictment; sentenced to serve 2 yearson 'ench vount to run consecautively,
or 2 total of 18 years s to each defendant, MNotices of appeal flled by each
delendant, Pending.

Pending.

Rench warrants i2sued on all defendanis with the exception of corparate
defendants, and bends in the amount of $10,000 set for each defendant.
Order entered dismissing 1 defendant Nov. 8. 186F. Pending.

1 defendant pleaded enilty to 3 coents of the indictment charging violations
of 8ce. 5 of 1933 Act; remaining defondant found guilty on 23 counts of
indictment for vielations of Bees, 5 and 17 of 1933 Act, Mail Fraud and

P Cc{);g.s;nimcy Statutes; remalning counts dismissed. Peading.
ending,

Both defendanis each sentenced to 9 yenrs on their gullty pleas to 3 counis
of the indictment charging violations of Sec. 17 of 1933 Act, and the Mail
Fraud Statute,

Pending, '

203
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Rhipe, Arpold R,
(A. R. Rhine dba
Rhine Petroleum
Industrics).
Robertson, Thomas E,
(Amerlcan-Cana-
d)an Oll & Drilling

Roe,]g N. (Stratoray
Oll Ing,),

Schaeiér, Carl D__.____

Seybold, George
Rabert,

Schindler, David L....|

5ills, Robert Bernard
{81lls & Co.).

Silver, Bepjamin W,
{Btardust, Inc.).

Silver State Farms,
Inc. (Valley Farms,
Inc.).

Bouth, Dindley Pritch-
ett (Williany New-
man & Co.).

Spivey, Vernon M.

Springer, Alan C.
(Arkansas Business
Developinent

Carp.}.
Byii, Albert J.
(Nylonet Corp.),

=

Colorado.. ...

Southern Disirict
of New York,

Northern District
of Texas.

Northern District
of Illinois,

Eastern Distriet
of Michigan,
Bouthern District
of New York,

Sout hern District
of Florida.

Nevada..o__......

New Jersey. .ooo-n

Eastern District
of Wisconsin.
Raslern District
of Arkansas.

Northern District

of Gegrgia,

Feb.

June

Aug.

Mar.

Tuly

June
Feb.
May

Jan,

Dee,

Auvg.
Feb.

27,1962

17,1959

16, 1957

28, 1858

18, 1861

98, 1957

5,1950

26,1560

96, 1960

11, 1958

30,1961
20,1561

9, 1962

Secs. 5(a)(1) and 17(n), 1933
Act: Sec. 1341, Title 18,
U.5.C.

Sees. 5(a)(1) and 17 {a}, 1933
Apt.

Secs. 5(a) (1) and {2) and
17(a) (1), 1933 Act; Sces.
371 and 1341, Title 18,
U.8.C.

Sees. 5{a)(2) and 17(a), 1943
Act,

Seg. 17{a}. 1033 Act; Secs.
S06(1) 206¢2) of Inv, Adv.
Act. of 1040; Sco. 1341,
Title 18, U.5.C.

Sec. 17(a)(2), 1933 Act; Sec.
O(n) (D), 1934 Aei; Scc. 371,
Titie 18, U.8.C.

See. 1:(.1)(1), 1933 Act; Sec.
32, 1634 Aet; Sec. 1341,
’[‘lLln 18, U.,8

Sees, 5(9.)(2), 17(11)(1), 1933
Act; See. 1341, Title 18,

U.5.C.
Sece, 371, Title 18, UB,C..._

Sees, 5(a}{1) and 17({a}, 1933
Act; Secs, 2, 471 and 1&41.
Title 18, U.8.C.

Sea, 17 Il) 1933 Arnt; Sce,
1341, Title 18 U.5.C.

Sec. 17{a), 10633 Acr;
1341, Thitle 18, U.5.C.

Sec.

Sec. 1001, Title 18 U.S.C.___

L

Detendant sentenced to 3% vears imprisonment on plea of guilty to 1 Sec.
17(a) count,.

C A-2 sustained defendant’s eonviction on all but 3 counts; court modified
sentence and placed defendant on prebation. Pending,

Petition for writ of certiorari to review the jndgment of CA-§ filed June 15,
1961, Denied Oct, 9, 196L, 2 defendants found guilty on April 27, 1962,
on counts 15-19 charging violations of the registration provisions of the 1933
Act; Corporate detendant flned $15,000 and individual defsndant sen-
tenced to 4 years on each gount 15 and 17; imposition of remaining counts
snspended and placed on probatien for & period of 5 years, Appesl filed
from the judgment of the district court May 2, 1962,  Pending.

CA-7 affirmed counts 3 and 8 of See. 17(a} and counts 11 and 12 of Sec. 5(11)
of 1933 Act; roverese 6 connts of See. 17(a) and remanded counts 4 und 5
of See. 17(a) for a new trial. Pending.

Defendant pleaded guilty on all counts of indietment and sentenced to 19
yenrs imprisonment,

1 defendant deceased; other defendanis awaiting trial.  Pending.

1 defendant previously convicted; other defendant appreheanded on Apr. 25,
1961, and relcased on $10,000 bond. Tending.

Closed.

CA-9 reviewed conviction of 2 defendants and remanded the case for a new
trinl. 1 defendant on plea of nolo contendere sentenced ie 3 vears, sus-
pended and piaced on probation for 3 years. Another defendant pleaded
nolo contendere, Pending,

1 defendant decensed; 2 defendants are Etill fugitives and mmaimng de-
fendants awaiting teial. Pendmg

Pending,
Ta.
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TARLE 16.—Indictments returned for violation of the acts odministered by the Commdission, the Mail Fraud Statute (Sec. 1841,
Formerly Sec. 338, Title 18, U.8.C.), and other releted Federal stalutes (where the Commission took part in the investigetion and
development of the case) which were pending during the 1962 fiseal yeer—Continued

Name of principal | Number| U8, District Endictinent
defendant of de- Court returncd Charges Staturs of case
fendants
Talenfeld, Murray A.. 4 | Western Distriet | Mar, 15,1960 | Sccs. 9¢a)(2) and 32{a), 1934 | Closed,
of Pennsyl- . Act; Sec. 2, 371, 1001, 1341,
voaia. %Més émd 2314, Title 18,
) 07 L Y - [ ) Mar. 8, 19612 Bec. 371, Title 18, U.B.C_____ 1 defendant on nolo contendore plea fined $7,.:00. glven suspended sentence
. and placed on probation for a perlod of 5 years; 2 defendants on pleas
- of guilty sentenced to 1 year and placed on probation for § years and
fined $10,000 each. Fending as to remaining dt.[cndant
Dae crmmnma e L IR [ NP S i () Becs, 2, 1341, 1343 and 2314, Do.
Tille 18, Us.C. -
DO [ [ 1< T I doo_...__. Sec. 5(a){2), 3933 Act; Sccs. Do.
9(a)(2) and 32, 1934 Act
See. 1001, ‘Title 18, 1.8, C
Telller, Walter F______ 7 | Eastern Distrlet of | Ang. 3, 1956 | Sec. 17(a). 1823 Act Sucs. | 1 defendant arraigned and bail previously set in the amount of $25,000
New Yorl :HIS and 1341, Tmle 18, cantinued, Pending.
Metg, Abrabam M_.__ B N . ' [+ MRS (RN s [« M See. 1621 Title 18, U.S, C.__. Pendivg. ' IR
Tellier, Walter F. 1 | Eastern District of | Apr. 26 1956 | Bee, 17(3]. 1033 Aet; See. Del‘eudant, pleaded not guilr.y. Pendlng
{Consolidated Ura- New York, 1341, Title 18, U.S.C.
nium Mines, Ine.). ! )
Todd, Douglas M, § | Southern Distriet | Jan, 25,1961 | Bees. 5(a){1), 17(a)(1}, (2) | 3 defendants eonvieted of violating Sec, 17(a); corporate defendant Sned
(Flatalloy Corp.). of California. nnd (3), 1933 Act; Sces. 2, $11,500 to be pald within 3 years; 1 defendant recelved 3 years imprison-
371 and 1341, Title 18, ment, suspended, and placed on probation for 3 years; 1 defendant sen-
U.5.C. tenged to 1 year and 1 day, execution of which was suspended, and &
prabation of 3 years; rcmammg defendents aequitted.
Van Allen, John {Gulf 20 | Bouthern Distriet | Mar. 24,1960 | Secs. 5(s8)(1) and (2), 5(c), | 6 corporate and 10 individual delendants pleaded not guilty. 1 defendant
Const Leascholds, of New York. 17 and 24, 1933 Act; Secs. pleaded guilty to all counts; sentencing deforred.  Pending,
Inc.). 2and 1341, Title 18, U.8, C. .
L Y b3 TR« ) T, June 16, 1960 Secs 2 and 1001, Title 18, Disr:éussa! as t.o 1 defendant J une 7, 1862. Pending ag to remaining defend-
Warner, J. Arthur & 11 | Massachusetts._._| July 17,1953 Sec lT(a) (3}, 1033 Act: Secs. Pending.
Co., Ing, I}S End 1341, Titls 18, '
‘Weehsler, Nathan 2 | Distriet of Co- May 26,1961 | Secs. 371, 1341 and 1343, Title Closed.
{go(;mbs & Co., lumbia. 18, U.5.Q.
c.). .
J. A. Winsten & Co., 14 | Southern District | July 20,1881 | Secs. 5(a)(l), 5(a)(2), 17(a) | Varions defendants posted bouds ranging from $1,000 to $25,000. Pending,
Inc. of New York. and 24, 1933 Act; Secs, 2, .
E{.}’ls %nd 1341, Title 18,

1 Informatlon.

! Buperseding indictment.

i
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TABLE 17.—Injunction procecedings brought by the

Commission which twere pending during the fiscal year ended June 30, 1962

Lo N Num- .

Namg of princlpal bor of U.8. District Initiating Alleged viokations Status of case
defendant defend- Courst papers filed
, ants .

C.H. Abraham & Co., 2 | Bouthern District | Apr. 11,1060 | Sces, 15(c)(1), lﬁ(c) (3) and | Complaint flled Apr. 11, 1960. Order entered dism!ssing action as to hoth
Ine. of New York, Rules 1 ucl 2 and 15¢3-1, defendants, Feh. 5, 1962 Closed.

I Lo R 3 1934 A

Adfreraft Dynamics B medoe . Aug 18,1960 | See, 17(3), 1933 Acto ... Complaint fited Aug. 18, 1560, Pre].i.mlnary injunctton entered as to all
Internationst Corp. defendants, Feb. 17, 1961. Order entered extending defendants’ time to

answer complaint to Sept. 17, 1962, Ponding,

‘Alaska Consolidated [ do. . Apr. 21,1861 | Sec. 5{b)(1) and (2), 1833 Act_| Final judgment hy consent ss to 2 defendants and order Qismissing as to 1
0il Co,, Ine., defendant entercd June 5, 1961. Final judgment by congent entered Aug,

. 14, 1961, as to remaining defendant. Closed. )

Aldred Investment L do. . Aug. 11,1861 | See. 10{b), and Rule 10b-5, Complamt. flled Adg. 11, 1961, Stipulation cxtending defendants’ time to
Trust, 1034 Act, answer to May 4, 1861. Pending.

All American Marhle 3| New Mexico..__.. Sept, 1,1961 { Suve, 5{a), 1983 Act . ________ Complaing fled and temporaty restraining order signed Sept, 1, 1961.
Co, Answers filad Sept, 17, and 26, 1961, Order entered Nov. 16, 1961, denying

prehémnury [n]unctlon and dissolving temperary res!ralning OFder.
. Pending.

Allen Investment Co.._ Colorado__.__..._. Qct, 22,1959 | 8sc.  15(c){3) and Rule | Motion by delendant to set aside the supulatlou and order entered Dec. 7,

15e3-1, 1034 Act. 1969. Order entered June §, 1962, denying said metion. Pending.

Allen, McFarland & 3§ Drstrlet of Dec. 21,1960 | Secs. lﬁ(g)(l), 15(c)(3) and | Complaint and request for the appoiztment of & receiver filed Dee. 21, 1060;
Co., Ine. Columbia. Rules 5c1—2 and 15¢3-1, Final judgment by consent as to all defendants entered Dec. 22, 1560,

o Receiver appointed Feb, 27, 19581, Pending,

American Uspital ) I — do_. ... May 31,1862 Scc 17(a) (3), 1933 Act. Complaint and requsst for the appointment of a receiver filed May 31, 1962,
Corp. ‘Lemporary restralning order signed May 31, 1962, Order sppointing

reogiver May 31, 1862.  Pending,

American Diversifled ) I T s [, S Apr. 61961 | Bee. 15(0)(3} and Rule | Compluiut and request for the appointment of a receiver filed Apr. 6, 1961,
Securities, Ing, 1503-1, 1934 Act, Final judgment by consent entered Ape. 18, 1951, - Order entered appoint-

. ing a receiver, Apr. 25, 1961. Order entered referring action to the referes
in bank:upt.cy ept. 14, 1961. On Oct. 20, 1961, final report of e&uity
recelver led, Order entered spproving feceiver's final account and dis-

. charging equity receiver Jon. 10,1962,  Pending as toreferee in bankruptey.

American Eqnities 4 | Southern District | Mar. 22,1801 | Secs. 5{a), 5(¢) and 17(a), | Summens and complaint filed Mar. 22, 1861. Angwer filed by 1 defendant-

Carp. of New York, 1933 Act, Apr. 25, 1961, Default Judgment as'to 3 dcfend:mts entered AMay 31, 19561,
3 Pending as to I defendant.

Amerilcan Interna-- 15 Marslsmd _________ Aug. 21,1801 | Sac. 5 (a) and (¢), 1833 ‘Act..! Summons und complaint filed Aug. 21, 1861.  Oplinion rendered and order
tional Savings and . entered Oct. 31, 1961, enjoining 14 'defendants. Plaintli’s motion for
II_S:)an Associatlon, ' ; dismis3al of action as ta 1 defendant granted, Closed. ™ -

c.,

American-Interna- 3 | Southern Distriet | Feb, 16,1962 | Sec. 15(c)(3) and Rule | Cornplaint Aled Feb, 15, 1862, Pinal judgment by consent as to all

tional Securities, of California, 15c3-1, 1034 Act, defendonts ontered Apr, 12, 1962, Closed.
[ - A .

Arélerican Orhitronlcs 19 |, Disltrict. of Colum- | Aug, 16,1961 Belcs.35 {n)and (c) and 17(a}, | Complaint filed Aug. 18, 1961, Preliminary injunction entered Aug. 31,

orp. A, 433 Act.

1981, as to 11 defendants and denied 85 to 4 defendants, Praecipe for
dismissal of action as to 2 defendants filed Qet, 1961, Final judgment
by consent as {o 5 defendants entered Oct, 30, 1951 Pending.
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Tarre 17 —Injunctive proceedings brought by the Commission which were pending during the fiscal yoar ended, June 30, 1962.—Con,

Num-
Name of principal ber of V.8, District Initiating Alleged violations * Btatus of caso
defendang defend- Court papers filed
ants .
American Quicksilver 5 | Bouthern Disirict | Apr. 11,1962 | Sec. 17{a)(1), 1933 Act_..__._ Complaint filed Apr. 11, 1962. Preliminary Injunctions entered May 3,
Corp. of Californis, 1962, as to 4 defendonts sud June 1R, 1962, as to 1 defendant. I'ending
Armerican Seal Sav- 3| Maryland. ... May 89,1960 [ Secs. 17(a) (2) and (3), 1533 Motion for permanent injunction and appomtmcnt for a liquidating recelver
ings and Loan Act. filed and granted Apr. 28, 1961. Order not submitted because other
Association, Inc. partles appeared and expressed o desire to take over and rehabilitate
. ti_?mgany Petition under Chapter X filed snd approved by court.”
ending,
Amgcrican Television 2 | Minnesota. ... __. Apr, 6,1969 | See. 17(a)(2), 1933 Act ______ Complaint filled Apr. 6, 1960. Final judgment by consent as to both
& Radio Co. defendants entered Nav, 17, 1961, Closed, :
Ampet CorPeomeoaaao-- 28 | Colorado. oo Mar. 5,1962 | Secs. 5{a) ol (¢} and 17(3}, Complaing flled Mar, 9, 1962, Tcmporary restr.unmg order, Mar. 9, 1962,
1033 Act; Sec. 10(k} an Answers filed, Final judgment by default a3 to 1 defendant entered
Rule 10b~5, 1934 Act. May 18, 1962, Pending as to remaining defendants,
Anaconda Lead & &tl- 2 Ao June 3,1960 | See, 17(a). 1033 'Act; Sec, | Dofaultjudgment as to 1 defendant entered Feb, 20, 1961, Final judgment
ver Co. 1iHh) and Rule 10b-5, 1934 as to 1 defendant entered July 12, 1861 Closed.
Act.
J, Morris Anderson & 3 ; Distriet of Colum- | Daec, 27,1961 | Sees. 15(c) {3)and 17(a), and | Complaint fled Dee, 27,1961, Final fudgment by zonsent as to sll defend-
Associates, Ing, bia. ng]cfl 15¢3-1, and 170-3, aats entered Dec. 27, 1861, Closed. ) .
4 Act.
Angelson, John Po_____ 3 | Bastern Tnstrici | Dec. 21,1850 | Sec. 15(¢) (3) and Rule 15c3- | Receiver appointed Feh, 16, 1960, Final judgment by consent as to all de-
of Virginia, 1, 1934 Act. iend.\gés t.gfm.él Apr. 19, 1960. ©rder entered dischargipg receiver Jan,
4§, 19 o5e .
Aquafilter Corpooo.-.- 2 | Massachusetts. .. | Aug. 25,1951 | Secs. 5(:) and 5{c)- 1933 Act. Complamt filed Ang. 25, 1961, Finel judgment by consent as to both de-
- ) fendants entered Aug. 25, 1961, Closed.
Arlee Associales, Ine. 4 | Southern District | June 1,1961 | See. 17(n), 1833 Act; Secs. | Summons, complaint and request for the appointment of a receiver filed
of New York. 10{b}, 14{a) and Knole 10b— June 1, 1961, Final judgment by consent a3 to ail defendants ang order
5, 1934 Act, appointing a receiver entered June 1, 1961,  Pending as to recel vership.
Armstrong & Co., Ine__ - 20 (— do_......_...] Teb. 15,1862 | See, 17(a) and Rule 172-3, | Summons, complaint and request for the appointment of a receiver flled
1b34 Act. Feb, 15, 1962, Preliminary injunction and order appointing a receiver cn-
‘ tered Feh. 26, 1062, Answers filed, Order entered May 21, 1962, authoriz-
’ ) _r ing receiver to sell furniture and furaishings. Pending,
Lloyd Arnold & Co... 2 | Southern District | Feb. 27,1961 | Sec. 17('1)(3), 1933 Act; Secs. | Complaint and request for the appointment of o recaver filed Feb. 27,
of Californla, 15(c)(1), 13(e){d) . und 1961, Reeciver appoilnted Apr. 10, 1861, Final judgment by consent
Rules 15c1-2, 1503-1, 1834 entered as to both defendants Dxee. 19, 1961, Peading as to receiver,
Act. S
Babson, Kaye & Robb 4 | Southern District { Nov, 18,1660 | Sees, 15(c)(3), 17(0.) opnd | Summons, complaint snd request for the appoiniment of a receiver filed
Co, of New York. Rules 15¢3-1 and 17a-3, Nov. 18, 1960. Receiver appointed. Final judgments by consent
. 1934 Act, entered Dec, 2, 1960, as to defendants and Dee, 16, 1930, as to remainiog
. : : . e . defendant. Recciver discharged Dec. 5, 1861, Closed.
Ball, Pablo & Co..___. 3 Dig{.rlct of Colum- | Aug. 25,1950 | See. 17{a) and Rule 170-3, | Complaint flled and preliminary injunction by consent entered Aug. 25
a. 1934 Act. _

1860, Motion for appointment of o receiver filed and receiver appointed
Dee, 20, 1960,  Receoiver’s petition for authorliy to liquidate stock served
June 25, 1962, Pending. .
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Bartlett Petrolenm

a,, Tne,
Becker, George W_____

Belmont Gil Corp.___._

Beverly Hills Becurity
Investéments.

Butmore Becuatitles
Corp,
Black, Elio Dorothy
%ha E.D, Black &
0.

Bloomberg, Avthur H__

Bong and Share Corp..
Brandle Trust-_...... -

Franeis J. Brenek and
Co., Ine,

19

15

[G]

Northern Trisiriet
of Texas,
New Mexieo. .

Southern District
of New York.

New Jersey-......

Southern Disirict
of Californja_.

Southern District
of New York.

Masanchusetts_ - ..

Western District
of Oklahoma.

Southern District
aof New York.

Western District
of Washington.

6, 1961
14,1961

Bept.
Dec.

Aug. 3,1059

June 30, 1958
May 21,1962

Feb, 61061

Aug. 12,1960

May 28,1962
Bept. 22,1961
Trec. 13,1061
July

15,1958

May 1,1961

Secs. 5(2)(I), 5(a)(2) and
5{c}, 1933 Act.

Secs. §(a}, 5(c) and 17{a)(2),

1933 Act. .

Sec 17(a), 1033 Act._.__ .. .

Sec. 5, 1933 Act..cueeeooooo
See. 17¢a), 1933 Act. oo

Becs. 5(a) and 5(e), 17¢a) (2)
and (3}, 1933 Act; Becs.
10¢b}, 16(a), 15(c)(1), and
Rules 10b-5 and 151-2,
1034 Act, .

See, 17(a), 1833 Actooo....

Secs, 10¢b), 15(c}(1) and
14(c) (3), and Rules 1015,
15c1-2 and 15¢3-1, 1934

Act.
Secs, 5{a} and 5{c), 1933 Act..

Secs. 5 (a) and {¢), 17{a)(1),
17(a)(2) and 17 (a)(3), 1933
Act; Bec. 10(b} and Runle
10b-5, 1934 Act.

Becs. 5(b) and 17(a), 1933
Act; Bees. 15(e){(1) and
(3) and Rules 15¢c1-2 and
15c3-1, 1934 Act.

See. 17(a), 1933 Act; Sces.
50 (1), 15(c){3), 17(a)
and Rules 1561-2, 1501-4
15e3-1, 17a-3 and 17a—4,
1934 Act.

Complalnt filed and final judgment by consent as to both defendants
entered Sept, 6, 1961, Closed.

Summons gnd complaint iled Dec, 14, 1951, Final judgmentis by consant
entered Dec. 15, 1961, as to 3 defendants; Dec. 22, 1961, as to 1 defendant;
Dec. 29, 1961, a5 to 1 defendant; Jar. 9, 1962, s to 1 defendant; and Feb.
5§, 1962, us to remaining defendant. Closed,

Preliminary injunction us to 7 defendants entered Dec. 15, 1959. Notice of
appeal from tho order of preliminary mjunction filed by 1 defendant
Jan. 7, 1980, Opinion rendered Oct. 97, 1960, by CA-2 afirming arder of
the district court entered Deo, 15, 1859, . Pending.

Notice of appeal from the arder of preliminary injunction filed by 1 defend-
ant Jan, 7, 1960, Opinion rendered Oct. 27, 1960, by CA-2 affirming the
order of the district court entered Dec. 15, 1959, Pending. .

Sumniens, eomplaint and request for the appointment of & receiver fled
II\;Ia{j_m, 1962. Temporary restralping order signed May 21, 1962

ending. .

Complaint filed Feb. 8, 1961, Final judgments by consent ¢ntered Feb. 20
and Mar. 1, 1961, as to 4 defendants.  Final judgment by consent as to
the remaining defendant entered June 1, 1962, Closed.

Summens and complaint filed and temporary restraining order signed
Aug. 12, 1960,  NWotiee of dismissal without prejudice as to all defendants
ardered Mar. 15, 1962, Closed, -

Complaint and request for the 2ppointment of areceiver filed May 28, 1062,
Fingl judgment entered and receiver appointed June 4, 1862. TPending.

Complaint filed Sept. 22, 1961, Orders entered Oct, 18, 1961, denying
motion for leave, aune pro futie, to file suit, and dismissing complaint.
Appeals filed by the Commission Oct. 18, 1961, from order entered Sept.
18, 1081, denymng its motion to intervene 1n the reorganization procoeding
in order to insure compliancs with the regelation provisions of the
1633 Act; and (rom orders of the district court dated Oct. 18, 1961, Order
Dy court denying application for temporary stay. Order Feb, 6, 1962,
by CA-1 affirming the district court orderseniered Oet. 18, 1961, Closed.

Complaint filed Dee. 13, 1061, Answers filed.  Final judgment by consent
as to 2 defendants entered Jan, 20, 1982, Pending.

Receiver appointed July 21, .1958. Fingl judgment by consent as to 2
defendants entered July 22, 1958. Fending,

Complaint and request for the appointment of & recciver filed May 1, 1961.
Fnal judgment by consent as to 3 defendanis entered Aug. 15, 1961. By
agreement plaintifi can move for sppolntment of receiver if such sction
appenrs warranted. Closed.
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TABLE 17.—Injunctii:e proceedings brought by the Commission which were pending during the fiscal year ended June 30, 1962—Con,

Num-
Name of prin¢ipal ber of T.8, District Initiating Alleged violations Status of case
defendant defend- Court papers filed
antg
Brown, Barton & ¢ | New Jersey._......| May 1,1862 | Sec. 17(a), 1833 Act.....___..| Complaint flled May 1, 1862. Temporary restraining order signed May 1,
Engel, iggg geti‘tiiun {o held revocation proceeding in abeyance filed May 9,
s euding,
Brownlie, John. .. e ;1 | Eastern District Apr. 27,1962 | Bec. 6, 1933 Act_ .. ________ Summons end eomplaint filed Apr. 27, 1962. Finatl judgment by consent
of New York. entered Apr. 27, 1862. Closed.
E. A, Burks, In¢...... 2 | District of May 9,1960 | Becs. 18(c}{1) and 17{s) and | Final judgment ’t’)y consent as'to both defendants entered Aug. 31, 1960,
Columbia, %giei 1tsc!-2 and 17a-3, Final report of recelver filed with court Sept. 12, 1981. Closed.
) , J [ :
Byquist, Jr., Ricbard._ 3 [ Eastern Disiriet | June 7,1B61 | Sees. 5(s) and 5(c), 1933 | Complaint filed June 7, 1961. - Pefault judgment eutcred Jan, 29, 1962, as to
of Washington. Act, all defendants. Closed.
CLA, In6. e 2 | Northern District | May 22,1962 | Socs. 5{a) and 5(c}, 1933 Act.| Complaint filed May 22, Te62. Final judgment by eonsent s to both de-
of Itlinois. fendonts entercd June 7 1962, Closed.
T, J. Camphbell 4| Bouthern District | Oct. 18,1958 | Secs. 17{3) (2), 17{8){8), 1933 | Final judgment entered as to all defendants and receiver appointed Gct. 16,
Tnvestment Co., Ine. - af Texas. Act, Beea. 15(e)(1), 15{¢e) 1838. Order approving final report nnd discharging receiver ﬂlcd
\ H (3), and 10(b), 1934 'Act, Closed
Canadian Javelin Ltd.. 24 | Bouthern Nistrict | Sept. 23, 1958 | Secs. 5(aj{l) and (2). 178 Flna.]judg:ment by consent as to 3 defendants entered Nov. 24, 1958. Under—
' ! . of New York, (1), (2) und (3} and 17{b), taking filed as to 1 defendant, June 1959. Tending.
) | A33 Act; Sce. 10(b), 1034
Capital Gains Re- . 3 — doo oo Nov. 17,1960 | Sec. 206(1) - snd (2), Inv. | Complaint filed Nev. 17, 1960. Opinion rendered denying motion for pre-
search Bureau, Inc. Adv. Act of 1840. limfnary injunction. Notice of appeal filed Apr. 1961, by Commission
. from the order of the disiriet court denying motlon for preliminary in-
.o L . junction. Pending.
Casavan Industries, 3 | New Jersey-.-o.-. July 18, 1961 | Eees. 5(a) and 5(c} and 17(a}, | Summons and complaint filed July 18, 1061. Finul Judgment by consent
Ine. 1933 Act, 85 to all defendants entered July 19, 1961. Closed,
Chamberlain 7 | Southern District | June 18, 1981 | Sces. §(a), 6(c) and 17{a}, | Complaint filed June 18, 19%61. Preliminary injunction as to 7 defendants
Agsoelates, of Naw York. 1633 Aet. . entered Sept. 18, 196Y.  Final judgment by consent as to 1 defendant
S . . . . - . entered Apr. 23, 1962. Pendin .
Coben, Charles BE______ 2 | New Jersey.___.___| June 30, 1960 | Secs. 15(c)(1), 15(c)(8) and | Order of preliminary injinction a3 to both defendants signed July 21, 1960
i 17(a) and Rules 15el-2, Order denying defendants’ application to vacate preliminary injunction
. “eas 15c3-1 and 17a~3, 1934 Act, entered July 21, 1060, Pending.
Tha Colorado Cao. 2| Colorado_ ... ___ May 1, 1962 | Becs. 156{c)(1), 15(c)(3), and | Complaint and re% uest for the appointment of a recefver filed May 1, 1962,
end Raymond 17(a) and Rnlezs 1501-2, Final! judgment by consent a3 to both defendants entered May 25 1962,
S’ weeney, aka .- 15c3-1and 17a-3, 1934 Act. Stipulation recommending that appointment of recetver be held n' abey-
thp J. Bweeney. ’ ' ance pending compliance of said stipulation, Pending,
Colorgdo Trust Dead T PR+ [+ ST, Apr. 25, 1981 | Bec. 17(a)(2) and (3), 1933 Complaiut and request for the appointment of a receiver fled Apr. 25, 1951,
Funds, Inc. . Act. inol judgment by consent entered ns to sll delendants May 2, 1861
. - . Order entered Dec. §, 1961, appointing a receiver, Pending.
Columbus-Rexall Ofl 3| Uiehume oo oo oae Qct. 89,1957 | Bee, 5{a}(1) and (2), and | Final judgment by consent as to 2 defendants entered Nov, 13, 1857,
Co. 5(c), Pending a8 to remaintng defendant,
Cook Ir., C Berkeley. 4 Sm}lﬁern %ist;!ct Apr. 12,1961 S«alc:%‘}‘ﬂj{\b]t and ‘Rule 10b~»5 Summons and complaint filed - Apr. 12 1961, Preliminary injunction
.- of New York, :

entered as to 3 defendants Apr 24, 1061, and as to remaining defendant
May 8, 1061, Pending.
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at-

Cooper-Matthews, 1ne_|

Costello, Arthur C...__

Cralg, Iarald J..._.__.

Cryan, Frank M,
Jefferson Custodisn
Fund, Ine.).

Custer Channel Wing

Corp.
Dann, Sot A_....._.._.

DiRoms, Alexik & Co.

Diversified Automated
Bales Corp.
Dodge, Sherhur I...._

Duffy, Fames L. ___._
Dugan, A, W__._ ...
duPent, Homsey & Co.

Diyer, J. Raymond. ...

Dynamie Metals, Inc..

12

o

= b

Southern Istrict
of California.

Eastern District
of Missouri,

Northern District
of Dlinols,

Bouthern Distriet
of New York,

Maryland. ...

Eastern District
of Michigan.

Mussachusetts. ..

Middle Distriet
of Tennessce,
Eastern District
of Wisconsin,

Northern District
of Chio.
Southern District

of Texas.
Maassachusetts,

Fastern Distriet
of Missouri.

Southern District
of Texas,

Aug. 23,1961

July 27,1969

Bapt. 8,1061
Mar, 14,1958

Dec. 22,1081
Mar, 23,1961

July 19,1960

Nov, 3,194k
Sept. 28, 1950

June 19,1961
Sept, 14,1951
Sept, 17, 1860

Apr. 9,197

Now, 8, 1961

Becs. 17{a){3), 1933 Act;
Seos, 15(c3(D),  15(¢)(3),
snd Rules 15¢1-2 and

15¢3-1, 1934 Act.

Secs 17(a)(2) and 17(a)(3),

33 Act! Secs. 15(e)(1),

15((.)(3) and 10(h} and
Rules 15e1-2, 15031 and
10h-5, 1934 Act.

Boes, &(a) and (), 1833 Act._.

See. 36 und 16(8}, Inv. Co.
Act of 1840,

Secs. b (u.) and {¢) and 17(a),
1933 A

See, 14(n) und Regulation
14, 1534 A

See. 17(s), 1933 Act; See.
15(c)(3) and Rule 15¢3-1,
1934 Act.

Secs o(ﬂ). 5{o) and 17(n),

Su('s. 15(c](l), 15(c) () and
10{b) and Rules licl-2,
1503-1 and 10b-5 1634 Act;
Secs. 17(a3 (2) and 17 (2){3),
1923 Act.

Sees. 5(a) and 5(c), 1933 Act

Secs o(n) 5(c) and 17(8}{2),

Sﬂcs. 15(0)(1). lU(b), 8(e).

8(d) and Rules 15cl-2,
10b-5 and &¢-1, 1934 Act,

Bec. 12(a}, 1935 Act.... ...

Becs. 5@a), 5(e) and 17 () (@),
1033 Act.

Complaint and request for the appoelnément of a recelver filed Aug. 23, 1961,
Final judgment by consent entered Sept. 7, 1961, a8 to both derenﬁnnts
further ordering that plaintiff’s request for appolntment. of a rocelver be
%ilsmigsed, witﬁ stipulation for reinstatement of order if warranted.

osed.

Petitions to reclaim property fited Oct, 13, 1959, Order entered denying
petitions, June 30, 1080, Appeal filed Aug. 23, 1960. Oplnion rondered
ApT. 24, 1962, per curiam reversing judgment of the district court insofar
a8 it undertakes to adjudicate the Reclamation Clajm and directing
i{)uréito enter 8 decree sustaining the Reclamation Claim of intervenors.

ending,

Complaing filed Sept. 8, 1861, Final judgment az to the chief defendant and
'his assoriates” entered Nav. 30, 1961; no formal disposition as to other
defendants. Closed.

Default judgment entered as to 1 defendant, Feb, 20, 1960, Court, judg-
ment eéntered as to anather defendant Fune 9, 1960. Pending.

Complaint filed Dee. 22, 1961, Fihal judgment by the court as {o all
defendants entered Apr, 24, 1962, Closed.

Complaint Aled Mar, 23, 1461, Order of prel!nnnury injunction signed
Mat. rfl’ 1961, Ordered entered Diec. 7, 1951, dismissmg eomplaini,
Clogsa

Complaint filed July 19, 1960. Complaint amended to inelude addiiional
vialations and appolatment of receiver requested, Aug, 17, 1960. Final
judgment by consent us to 3 defendnnts und dismissal as to 1 defendant
cntered Sept. 8, 1960, Order entered Sept. 19, 1960, appointing a new
receiver. Pending.

Complaint filed Nov. 3, 1981, _Final judgment by consent as to all defend.
ants entered Nov, 3, 1961, Closed,

Reeeiver appolnted Oct. 2, 1969, Final judement by consent entered
Qct. 18, 1954,  Closed.

Complaint filed June 19, 1961, Final judginent by consent as to a!l defend-
anis entered July 26, 1961. Closed.

Complaint filed Sept. 14, 1961,  Finul judgment by ¢onsent as to 6 defend»
ants entered Sept, 29, 1961, Pending 18 to remsining defendants,

Complaint and request for the appointment of a receiver filed Sept. 17,
1860, DRecefver appoinled and temjerary restraining order signed Sopt.
17, 1960. Final judgment as to both defendonts entered Sept. 26, 1960,
Pending as to receiver.

Order Mar, 8, 1860, denying defendant’s motion 10 vacate Nov. 16, 1958
judgment. "Notice of appezl flied May 6, 1060, Finding of violation
affirmed. Injunction vacated. Opinion flled June 30, 196l. CA-B
denied petition for rehearing, Mandate filed Aug. 15, 1961, Cause
dismissed Oct, 10, 1561, Closed,

Complaint fited Nov, 8,1061. Final judgment by consent as to 3 defendants
entered Nov. 16, 1861, Final judgment by default as to 1 defendant
entered Mar, 12, 1862, Ciosed,
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TapLE 17.—Injtunctive proceedings brought by the Commizsion which wera ponding during the fiscel year ended June 30, 1968—Con,

Nnom-
Name of principal bar of U.B. District Initiating Alleged violatlans Status of ease
defendant defend- Court papers filed
AnLs
East Coast Investora 4 | Southern District | Apr. 4,192 [ Secs 15(b), 15(c){3} and | Summons and complaint Aled Apr, 4, 1962. Answer filed. TPreliminary
Co. of New York. 17(s) snd Rules 15b-2, Injuncticn as to all defendants entered May 21, 1962. FPending.
1503-1 17a-3, 17a-5, 1834
Electronics Security 2 | Minnesota.---cu.. Sapt. 81961 | Bec. 1 ( }, 1838 Act; Secs. | Compleint and request for the appointment of a receiver filed Sept. 8, 1961,
Corp. and Simeon 10(b) amd 15(c)(1), and Answer flled. Preliminary [njunction entered Sept. 28, 1961, a3 to 2
Miller. Rules 10b5-5 and 15¢1-3, defendants and appointment of & recciver continued until hearing for
1034 Act. permanent injunction, Pending.
I, R. Ernst & Co., Inc. 2| Maryland _....... Jupe 22,1062 | Becs. ls(c)(l}, 15{¢)(3) angd | Complaint and request for tho appelntment of o receiver flled June 22, 1962,
and Frank R, Ernst. 17{a), Ruiles 15c1-2, 15c3-1 Temporary resirsining order signed June 22, 1962. Application for
and 17&—3 1834 Act. receiver donled. Pending.
Fairfux Investment 3 | Dristrict of Mor, 29,1962 | Bec, lﬁ(e)fa) and Rule | Complaigt and request for the appointment of & receiver flled Mar. 29,
Corp. Columbia. 16c3-1, 1934 Act. 1962, Receiver appeinted Mar, 30, 1962, Preliminary [njunction as to
all defendants entered Apr. 5, 1862,  Order entered June 13, 1962, denying
motions of 2 defondanis fo Qismiss complaint, Second arder entered
June 13, 1962, vacating first order and reinstating motjons, Pending.
Federal Shopping 10 | Western District | Mar, 10, 1961 | Becs. 17(a)(2) and (3), 1833 Comp]amt flled Mur. 10, 1861. Amended complaint filed Mar. 28, 1962
Way, Inc. of Washington. Act, seeking additional violatlons of 1033 Act ss to | defondant. Motlon of
SEC far preliminary injunction, based only on amendment to complaint,
filed Apr. 18, 1862. Denied Tune 14, 1962.  Order dismissing actjon as to
%deéendant and pdding 1 defendant 83 trustée entered Apr, 18, 1062,
'ending
Financial Equity 2 | Southern District | Nov. 21,1981 | Sec. 15(0)(3) and Rule 15¢3- | Summond and complaint flled Nov. 21, 1861. Answer fled. Preliminary
Corp. of Callfornia. Injunction entered Dec. 20, 1961, as to both defendants, Pending.
Firat R{aiue Corp...... 3| Maine. .__.......| Dec. 14,1981 Belm 5(3) 5(0) snd 17{a)(2}, Ce]):lflplaliimlgé?d Iéelc 14, 1981, Final judgment as to all defendants entered
20,
Flo-Mix Fertilizers_ ___ 3 Eu%ti:;),u iZ?_{stricl: Jan. 13,1960 | See. lﬂ(d.). 1684 Aot ... Fi]il.l&] ]udgmcnt by consent 8s to 1 defendant entered Mar. 31, 1060. Pend-
[ ann.
Fraser & Co, Inc.. -... 3 | Eastern District Oct. 20,1961 | Sec. 15(c)(1), 15(c)(3) and Complaint. and raquest for the appointment of a recelver filed Oct. 20, 1961,
of Pannsylvants. Rules 15c1-2 and 15¢3-1, Final judgment as to all defendants and order appointing receiver entered
Act. QOct. 24, 1651, Pending.
Gibson, Hobert B__.... 4 | Montang.ae-vr-- Mar, 23,1961 | Becs. 5(8) and 5(¢} ,1833 Act_| Complaing flled Mar, 23, 1961. Final judgment, by consent entered July 31,
19%1 ug]lolniélg 2 defendants and further ordering dismissalas ta 1 defend-
an 056
Qlass Marine Induos- 1{ Delawarc._. _...-- Dee. 7,1960 Be.-. I?{a}g éﬂ}ﬂ) and | Complsint and request for the appointment of a regaiver filed D, 7, 1900,
tries, Inc. ec. 10 Amended complaint filed Dec. 13, 1061, seoking t0 enjoln the intarvenar.
and Ruie mb-ﬁ 1934 Act Pending,
Qlobe Securlijes Corp. 10 | Southern Ihstrict | Apr. 29,1958 | See. 17{a), 1633 Act. ......... Final judgments cutered as Lo 1 defendant by consent on Apr. 4, 1960, and

of New York.

by default as to 6 delendants, Apr. 12,1960,  Siipulation of discontintsmee
a3 to 1 defandant Apr. 10, 1961. Pending as to remaining defendants.

018
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Grant, Fontaine & Co.

Graye, Jamos C..eavvev
Grecnwald, Willam___

Guardian Investment
Corp.

Guild Fitms Co., Ing...

Guf.e Alexander
() 1- Jacobs

N. A Hart & Connurea

Harvey, H. Dusne__..

Harwyn Securities,
Ine,

J. Henry Helser & Co__

Menwood, Stanley E. .

Hercules Mines Co. of
Nevada,
Hipping, &, Sterling. ..

Hiner, Donald M,
dba Hiner & Co.

(=T )

-

Northern District
of Californis.

Southern District
of New York,

..... {1+ DR

Distriet of
Columbia,

Bouthern Distriet
of New York.

Eastern District
of New York,

Western Digtrict
of Washington.
Southern District
of New York,

Northern District
of Californin.

Southern District
of California,

Northern District
of Callfornia.
New Mexico__....

Distriet of Co-
lymbia,

Oct. 25,1081

Jan.
Mar.

23,1858
11, 1660

Jag. 26,1062

Sept. 25, 1960

Fob. 11,1060

Jan. 8,1002

Jan. 23,1002

Jan. 18,1061

Nov, i9,1954

July 21,1861

June 5, 1062

July 27,1060

Mar. 30, 1962

Bec. 15{c)(3), 17(a), and | Complaint filed Oct. 25, 186l. Amended snd supplemental complaint
Rules 16c3-1 and 17a-3, saeking additlonal violations filed Dec. 21, 1961, Final judgment by
1834 Act. ocmsent as to 2 defendants entered Dec. 21, 1881, Petition for leave {0

file secomd amended and supplemental oomplah:t and request for the
appoiniment of & receiver flled Jan. 30, ending.

See. 17¢a), 1993 Acet........__| F judgment by consentasto 1 de[entfant envared Apr 3, 1958, Pending.

Sec lUng and Rule 10b-6, | Preliminary injunction by consent entered as to 1 defendang Mar, 31, 1960,

.
Se(.s 16(c)(3) and 17(&) and
Rules 1ic3-1 and 17a-3,

1834 Act.
SBee. 5, 1933 Acte e

Secs. 5(a) ond (c) and 17(a),
1933 Act; Secs. 10(b), I3
and 16(a) and Rules 1005,
}En-—l 11 and 16a-1, 1634

15{1:](1), 15 c) (3, and
17{a) and 15012,
16¢3-1and 178—3, 1934 Act.

Beca, 17(3)(2} and 17(a)(3),
1833 A

Mﬁlrtg(al)é( 3, 116 and
. 15(e){@), 17(a) an
b—ﬁ. 15c3-1 and
173 Act.
é)(ﬁ) and (3}, 1833
Act, ec, 10(b) and Rule
b-sczj and (3), 1934 Act;
c. 206(2), Inv, Adv. Ack

of 1840,
Ban. 14(8) and Regulatlon
14, 1934 Act.

Heg, 5(a) and &(c), 1933 Act..

Bea. 17{s), 1083 Act; Sec.
16{b) and Rule 10b-5, 1984
Agt.

Becs. 16(c}(3) and 17(a) and
Rules 15¢3-1, 172-3 and
17a-8, 1034 Aet,

apd by default as to 1 defendant Agr 8, 1960, Pending,
Complaint filed Jan. 26, 1362, Preliminary mju.nction by eonsent as to
both defendants entered Jan, 28, 1862, Pendin,

Notice of appeal filed from the order of prailm.l.nnry injunction, Order
entered by CA-2 affirming the judgment of the district court. Petition
for certiorar]l denied on Oct, 10, 1960, Pending,

Mandatory injunction by cOTSemt BS 10 1 derendanc entered Feb, 26, 1959,
Petition for reorganization under Cha Igter X of the Bankruptcg Act,
filed in district court for the Eastern District of Michigan. Pendingas
to remaining defendant.

Summons, comp]uint. and request for the appointment of a recejver filed
Jan. 8, Preliminary injunetion snd order appointing recelver
entered Jan "12, 1962, Answer filed. Petition of receiver for an order
directing sale of all stocks listed in_certain categories and for such other
and {orther relief the court may deem just and proper, filed May 11,
1982. Pending.

Complaint Aled Jan, 28, 1962. Final judgment by consent as to all
defendants entered Feb. 2, 1962. osed.

Summons and complaint “éiled Tan, 18, 1961, Final judgment by consent
entered os to § defendants Feb. 8, 1961, Final judgment entered as to 1
defendant Mar. 22, 1861, Final judgment by default entersd 83 to 1
defendant Sept. 19, 1961, Pending as to 1 defendant.

TFinal compliance order by consert, Mar, 22, 1958, Order Mar, 26, 1958,
grantl.ng application for amendment of Exhibit A to Interlocutory Order
dated Apr, 20, 1955, Amended compllance order, May 8, 1858, Closed.

Complaing fllad July 21, 1981, Final judgment as to 1 defendont entered
Bept, 22, 1961, Order entered Sept. 27, 1961, dismissing oS 10 1 defendant.
Final judgment entered Oct. 18, 1961, a8 to & defendants and dismissing
action s t0 14 defendants. Appesl filed Oct, 20, 1961, from the order en-
tered Oect. 18, 1961, Order afﬁ?'ming and modifying judgmeut of district
court entered Jan. 17, 1962. Petition of certiorari filed. Pending,

Summons and complain Bled June &, 1982, Finul judgment a5 to all do-
fendgnts entered June 28, 1062, Closed.

Complalnt fled July 27, 1860. Preliminary injunetion as to all defendants
entered Aug, 15, 1060, Final judgment by consent as to 2 defondants en-
tered Now, 22, 1960, Default Judgment as to 3 defendants entered Dee.
12, 1960, Pendu:lg as to remaining defendant.

Complnmt filed Mar, 30, 1062. Receiver a.pﬁpnlnted Apr. 2, 1962, Prelimi-
nery mjunction by consent entered Apr. b, 1962, Petition and ordar en-
larging recelver's powers Apr. 27, 1962. Pendiny
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TADLE 17.—~Infunctive proceedings brought by the Commission which were pending during the fiscal year ended June 30, 1962—Cor.

Nutn-
Name of principal ber of T7.8, District Inltiating Alleged violations Statns of guse
defendant defened- Court papers filed
auls

Danald T, Hinkley & 2| Coloralo_ ... July 20,1961 | Sees. 5(8), () and 17(a), | Complsint and request for the appolntment of a receiver filed July 20, 1961,

Co. 1433 Agt; Sees, 15(c)(l) Order entered appelnting receiver, Final judgment by consent as to
and 16(c) (3), 1934 Act;nnd bath defendants entered Oet, 11, 1961, Company liquidated by regeiver.
Rules 13¢1-2 and 15¢3-1, Closed,
1044 Aet,

J. P. Howell & Co,, 2 | Now Jersey....._.| June 20,1960 | Sees. 13{e}{1). 15(c}(8) and | Preliminary injunetion os to both defendants entered Aug. 3,1960. Answer
Inec. gglqc;s\ lt.5ﬂ—2 and 15¢3-1, fited Aug, 8, 1960. Pending.

ct,

Hughes Homes Ac- 3| Montana___.______ July 25,1961 | Sees. tv(n)(2) and 17(a}{3), | Complalnt and request for the nppointment of a receiver flled July 25, 1961,
cepiance Corp, 1933 Act. Finul judgment by consent entered as to all defendants and receiver np-

nointed July 28, 1061, Iending.

Insured Mortgage and 4 | Southern Distriet | Nov, 15,1960 | Sees.5(u), 5{c) and 17{s}, 1833 | Compl dnt and request for the appointment of a receiver fled Nov, 15, 1980,
Title Corp, of Florida, Act: Sec. 15(a), 1934 Act, Prcélminnry H}juncﬂon entered 1dee, 14, 1860, Receiver uppointed Mar.

! 9,186l, TIending.
International Tron, 4 | Southern Distriet | Sept. 14,106! * Sees. 5(2), 5(e) and 17(0)(2)-. | Complaint filed Sept. 14, 1961.  Final judgment by consent as to all defend-
c. of Texns. ] ants entered Sept, 29, 1961, Closed,

International Petro- 4| Cisho... ... Feb, 11,1960 | Secs. 5(u) and 3{c}, 1933 Act.| Default judgment as to 1 defendant and eonsent judgment 55 to 1 defendant

tenm Holding Corp, Oct. 6, 1960.  Complaint dismissed Aug. 25, 1961, us 1o ! defendant, and
June 28, 1962, as to retualning defercdant, Closed.

Internalfonal Planning 5 | Dusteiet of Oo- Mar, 21860 } Sees, S0) and {¢) and 17610, | Final judgment by consent a5t 3 dofendants and d[smissal as to 1 defendant
Tue, lumhia, 33 Act. cntered Dee. 13,1860,  Final judgment by consent as to rornuining defend.

ant entered Oct, 4, 1961, Closed.

Investment Brokers of 2 | New Jersey__ .| Mar, 2,1960 { Sees. 15{e)(1), 15{0)(2) anst | Compluint flled Mar, 2, 1860,  Preliminary injunction by consent signed
New Jersey, Inc. 15(a) arel Ratles Lhel-2, Mur. 30, 1860,  Order entered approving final report of receiver and dis-

15c3-1 and 17a9-3, 1034 Act. charglng him upoen filing a supplemental flnal report, Juns 26, 1981,
) Roceiver's supplemental flnal report fited, July 14, 1861, Pending,
Jacoby & Co., Inc.__._. 2 | Bouthern District | Yan. 11,1861 | See, 15(c)(3) und Rule | Complalut fled Jan, 11, 1961, Qrder to show catsa and temporary restraln-
of Culilarni, 15¢3-1, 1434 Act. fng order slgned, Cet. 30,1961,  Supplemental complaint and order for the
appeintment of a recefver filed Jan, 30, 1962, Answer of defendants {o
supilemental cotnplaint, filed July 12, 1962, Pending.

F. 8. Johns & Co. ... 4 | New Jersey__._...| June 20,1962 | Sec. 17(a), 1033 Apt._... ... Sommaons and complaint filed June 20, 1962. Temparary restraining order

sinod June 70, 1962, Pendling,

Jasephson, Sidney B. 3 | Bouthern Disiriet | Nov. 26,1958 | Secs. 5 ond 17(2), 1933 Act___] Final judgmoent b consent 65 1o | defendant entered as to Sec. 6, 1933 Act,
(Btratford Securiiies of New Yark., Mar, 3, 1961, Default judginent entered Aug. 29, 1961, enjolning 1 de-
Co., Inc,). 1§nrdagt a3 to Bees. 5 and 17(a) of 1833 Act. Pending as to remaining

efendants.

Kecwaydin Bhores, 2 | New Hampshire..{ Jan, 10,1962 | Secs. 5(s) and 5(c), 1933 Act.| Caomplaint filed Tan. 19, 1962. Final judgment by consent as to both de-
Ine., La-Bal Proper- fendants entered Jan. 18, 1962.  Closed,
tins, Inc.

Keller Rroihers Bocn- 2 | Massachusetts. .- .| May 15,1861 | Sees. 10(b), 15(e) (1), 15{c)(3) | Complaint and request for the appointment of a recelver filed May 15, 1961,

rities Co., Inz.

and Rules 10/
and 15c3-1, 1934 Act.

h-5, 13c1-2 .

Final Judgment, enterest by the court as 1o 2 defendnnts Oct, 6, 1961, and
permanent co-receivers appolnted.  Pending.

cle
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Eormel, InCeworpeennaa|

LaForce, Inc__..__
I. 1, Lederer Co., Inc.,

Norman Lemmons,

ne.
Lister, Leward M, dba
Leward M., Lister &

Lluyd Miller & Co.___
J. Logan & Co.___. -

Lowell, Murphy & Co.,
Ine.

Luckbhurst & Co. Ine...

Macinar, InC... ..o

I. I. Magaril Co,, Imc__

Magic Mountain Corp.

Mainland Securities
Corp,

Ré&:{d Mark & Co.,

Mashburn, Morris____.
Matralin Co., Inc_.
P, Michael & Co......

SIS

46

-

o e

- I

[ IS

L ]

Vermont. ...

Bouthern District
of New York.

MNorthern District
of Indiana.
Massachusetts. ...

Bouthern District
of New York.
Bouthern District
of California,

Celorado. ...

Southern District
of New York.
District of Colum-

bia.

Bouthern District
of New York.

Vermoent..........

Bouthern District
of New York.

Middle District
of Tennessee,
Northern District
of Dilinois.
New Jorsey.......

June 12, 1961

July 6,1961
Dee. 9,1958

May 12, 1961
Fune 8, 16862

Apr. 27, 1962
Aug. 20, 1958

Oct. 11,1961

Jan, 28,1960

Mar, 30, 1962

May 28,1982

July 18,1061
Jen. 27,1961

July 3 1662
Dec. 7,1081
Feb, 7,1962
Aug. 11,1961

Secs li.'ia) (2) and 17(a) (3),
Sees. [i1¢:] and 5(c), 1933 Act.

Becs. 5(1)% (1) and (23, N,
Kf(?) (1), (&) and (3), 1933
CL.

Sef.. lﬁ(c) (3) and Rule 1503
Bed. 15(c) (3}. 1934 Acta. o
Eecs. 15(b}, 17(a) and Rules
15b-2 and 17a-3, 1934 Act.
Bec. 17 (n} {3 1933 Act; Secs,
16(b) and 15(cH{1); 1934

ct,
Bac. 15(0){1), nnd Rule
15c1-2, 1934 Act. .

Bae. 15(c)(3) and Rule
1, 1934 Act.

Becs. & (a) and (c), 1833 Act.
Bocs.  16(e)(1),  15(c)(2)
5(c)(3). and 17(a) an
es 1501-2, 1503-1, 1502~
4A g?a—& and 173-3, 1934
cb,
Beca. 5(a) snd 5(¢), 1933 Act.

Sec. 17(a) and Rules 17a-3
and 17a-4, 1934 Aet.

Bee, 17(a), 1933 Act.;
15(c) (1), 1934 Act.

Sees, &(a) and &(c}, 1933 Act._

Sees. 5(a) and 5(c), 1933 Act.

Bees. & and 17(a), 1933 Act.._

Bee.

Complaint fllsd June 12, 1081,
ants entered Sept. 27, "L961,

Complatint flled July 8, 1961. Final 1udgment by consent a5 {o both defend-
anis enterad Oct., 18 1961. Closed,

Final judgment by consent as 1o 2 defendants entered Dec. 14, 1858. Order
entered dismissing action as to 1 defendant Dec. 21, 1661, Order directing
clerk to mark case closed on Mar, 13, 1952, Motion for an order to set
aside said order was denled Apr. 24, 1962, Notice of appeal filed May 11,
1962, from the order of the district court entered Mar, 13, 1062, Pendmg

Complaint flled May 12, 1981, Firal judgment a3 to 'both defendants
entered Sept, 7, 1961, Closed,

Flmal judgment by consent as to ali defend-
QSe

Complaint Aled June 8, 1962. Final judgment by consent entered June 18,

1962, Closed.

Findings of fact and conclusions of law apd order dcnylug pre]lmiuary
injunction on condition that defendants not engage in securities business
pending outcome of administrative proceeding. Pending.

Summons snd complaint filed Apr. 27, 1962. Preliminary m]uucuon
entered May 31, 1962, as to all defendunts, Pending.

Complaint and request for the appointment of a receiver filed Oct. 11, 1961,
Preliminory injunctlon entered Oct. 18, 1981, enjoining 3 defendants.
Order entered Oct. 20, 1961, dehying motion for nppomtmant. of areceiver,
and granting renewal "of sald matton if defendant company does not com-
ply with stipuiation dated Oct, 18, 1961. Order to show cause and tempo-
rary restraining order signed Fab. 2, 1662. Order permitting withdrawal
of attoroeys filed Apr. 3, 1962. Order entered Apr. 4, 1062, adjourning
hearing to May 21, 19!‘2, on plaintif’s application for appomtmunt. of
receiver and on all pending moticns. Pending.

Order of dismissal as to all defendantsentered Ia.n 30, 19&2 Closed.

Complaint filed Mar. 30, 1082, Preliminaty In]lmotlon enjoining 8 defend-
anis Apr. 19, 1962, Final judgments by consent as to 7 defendants
cnterad Apr. 24, 1962. Pending as to remaining 2 defendanta. .

Complaint filed May 28, 1862, Final judgment by consent as 10 3 defend-
antgentered June 1,1962. Stipulstion dismissing action as to 1 defendant,
June 11, 1962, Closed.

fplalui‘. filed July 18, 1981, Fingl judgment by consent a3 to both
ndants entered July 18, 1961, Cloged,
Summons and - complaint ﬁled Jan. 27, 1961. Proliminary injunction
signed a3 to both defendants. Btipulation of dismissal &s fo both defend-
ts filed Dec. 26, 1961, Closed.

Rots

Oomplaint flled July 3, 1061. Preliminary injunction ss to sl} defendants
entered Foly 16, 1081, Pending,

Compla%:llt ﬁlgd Dec. 7, 1861, Final Judgment by consent entered Dee, 7,
1881, osed.

Complaint filed Feb. 7, 1882, Final judgment by consent as to all defend-
anfs entered Mar, 8, 1962, Closed.

Summons snd complaint filed Aug. 11, 1861. Final Judgment by consent

a3 to all defendanta entered Oct 10, 1961. Olosed,
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Tapie 1T.—Injunctive proceedings brought by the Commisston which weré ponding during the fiscal year ended June 30, 196%—Con,

Num-
Name of principal ber of U.8, District Initipiing Alleped violatlons Status of case
delendant delend- Court papers Aled
anis
Midwest Technical 22 | Minnesota.....__. May 1, 1962 | Sees. 17(a), 17(d) and 17(¢) | Summons, complaint and request for the appeintment of g receiver flled
Development Carp. and Rules 17d~1, und See. May 1, 1962, Answerg filed. Pending.
20{a), Sec. 36 and Rule
2m-1, Inv. Co. Act of
1040; end Rules  14a-3,
%}a—ﬁlgnd 14a- of Regula-
fon M4,
Miller, Sidney. concav-- 2 | Sonthern District | May 24,1960 | Sec. 17(a) and Rule 17a-3, | Final judgment by consent as to both defendants entercd Apr., 6, 1962,
of New York. 1934 Act, Closed.
Mono-Kearsarge Con- 7| Utah. s June 2, 1958 | Bec. 5(a) and (o), 1933 Act___| Final judgments by consent entered July 17, 1948, as to 1 (defendant and
solidated Mining Co. Aug. 25, 1858, as to 1 defendant. qu.l]udgment by the eourt as to 3 de-
fendants entered Oct. 21, 1058, Order euntered dismissing action as to 2
defendants Junc 28, 1962, Closed.
Raymond Mopora & Co. 2 | Sonthern District | June 15,1962 | See, 15(¢) (3) and Rule 15e3- | Complaint filed Tunc 15, 1962, Flnal judgment by consent as to both de-
of Calilornia. . fendanis entered June 15, 1962, Clnsed,
Motors Insurance In- 2 | Northern Distrlet | Mar, 9,1662 | Seca. 5(a) (1), 5(a)}{(2) and | Complaint filed Mar, 9, 1062, Final judgment by consent as to both defend-
vestment Corp. of Texas. Biey, 1933 Act. ants entered Mar. 9, 1962, Closed.
Mountain States Pe- 8| Utehee oo | Mat. 20, 1962 Secs, 5(a) and 5(c) and 17(a}, | Complaint filed Mar, 29, 1062, Final Judgments by consent entered Apr.
trolewm Corp. 1933 17, 1962, ns i0 4 defendants and ArT. 27, 1962, as to 4 defendants. Order
((lllsnuasmg as to 1 defendant withont pre}udlca entered Yune 28, 1962,
>lose
Watlonal Securitics, 6] Arlzonn. ... Aug. 2,1961 | Secs. mu)(z) and 17{u}{(3), Cmnpla!nt filed Aug. 2, 1961, Preliminary injunction by consent entered
Ine, 18 Sept. 5, 1861, as to all "dofendants. Pending.
Newmean, Hal C.._._. 1 | Norlhern District | June 85,1962 | Scca. 5('1)(1), 5(9) {2) nnd (‘omplmnt filed June 5, 1962, Final judgment by consent entered June &,
of Texas, 5(c), 18 1962, Closed.
Philip Newinan Asso- 43 | New Jersey. ... Dee, 30,1958 | Secs. ﬁ(a)(l) and (2) and | Final judgments by comsent as to 4 defendants entered Jan, 19, 195%; as to
ciates Inc, 17tay {1), (&, and {3, 2 defendants Sept. 1, 1959; a8 to 9 defendants Apr, 7, 1961, and as to 1 de-
1933 Act, fendant Jan. 1862, Order dismissing as to remainlbg 27 defendants en-
tered Jan. 31, 1962. I"ending as to recelver.
Odzer, Harry ¢dha 1 | Bopthern Distriet | June 15,1962 | 8ocs. 15(c)(1), 16(c)(3) and | Summons, complaint and request for the appointment of 8 receiver filed
Harry Odzor Co. of New York, 17(a) and Hales 15c1-2, June 15, 1962, Temporary restraining order signed June 15, 1962.  Pend-
15¢3-1 end 172-3, 1634 Act. ing.
Qshorne, Clark & Van 2 (... [ 1< TR Mar. 16,1861 | 8ec. 17(n) and Rule 17u-3, | Summong and complaint fled Mar, 16, 1961. Finel judgment by default
Buren, Ine 10234 Aet, Fis]_to ]1 ?Lfcnda.nt centered Nov, 30, 1961. Pending as to remaining
delendiin
Peerless-New York 6 ..._. L1+ T Feb. 13,1860 | Secs. 5 and 17(a), 1833 Aect; | Final ]udgment by consent as o 3 defendants and recelver appointed
Inc. See, ln(b) and Rule 1056, Feh 1560. Final Judgment by consent as to remaining defendants
16934 A for vlo]uuons of Sec, 5011933 Act, Mar, 22, 1960, Pending as to receiver,
DO ) O Fs [« I, Nov, 7,157 | See. 15(0)(3) and Rule 15¢3- | Preliminary injunction entered Feb, 3, 1958, Pending.
Perma Research and 2 | Massacliusetts. .| Oct. 5, 1861 Complaint filed OQet, 5, 1061. Final judgment by consent as to both de-

Developnent Co,
and Frank A er-
rino,

Secs. 5(&), 3y and 17(a),
3 Act,

fendants entered Oct, 30, 1961,  Closed,

¥Ic
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Peruvian Qi Conces-
eesslons Co., Ine.
Petrolenm Develpp-
ment Services, Ine,

Phoenix SBecurities .. __
Pittsbhurgh Hanseatic,
Ine.

Pruett & Company
Ine. ’

E.7. Quinn & Co., Tne. .

Herbert Rapp bda
\éVebster ecurities
0,

Rtead, Hutchison &
Co., Inc.

Casper Rogers & Co,,
Inel

Ronwin Securities
orp.

Ban Juan Petroleum

Saﬂo,]f’mthony B

Securlty Adjuatment
Corp X .

Bhanman, Neil James__

Bheppard, Oscar R.
dba Q. R. Sheppard
and Co,

15

=]

WL

"

-

Sputhern District
of New York.

Eastern District
of Michigan,

New Jersey....._.

Western District
of Pennsylvania.

Northern Dstrict
of Georgla.

Southern District
of New York,

..... dou---.-.._._.

R . J

Eastern District
of New York.
Massachusetta_ __.

Southern District
of Now York,

Eastern District
of New York,

Southern District
of New York,

DHstriet of
Columisia.

Apr. 2,1958
Mar. 19, 1962
Apr. 24,1962

Aug, 11,1961

May 15,1961

Jan. 20,1960

Apr. 29,1968

Oct.
Apr.

20, 1860
7, 1961

Mar, 20,1962
Feb, 71962
Jupe 30,1959
Feb. 15,1960

Nov. 15, 1960

May 24, 1062

Sec. 15(d}, 1834 Act_________
Secgs. 5 (u) and (c) and 17¢a),
Bee, 17(&), 1933 Ach e

Sec. 15(c} (), and Rule I5c3-
1, 1934 Act,

Becs, 17{(n)(2), 17{a)(3), 1933
Act; Becs. 15(e)(1), 15((!)(3}
10(b}, 17(s) sud Rul
18e1-2, 15¢3-1, 10b-5 and
17a-3, 1934 Act.

Secs, 15((:)(1), 15(c)(3) and
17(a) and Rules 15¢1-2,
15c3-1 and 17a-3, 1834 Act.

Bec. 17(a), 1833 Act...._._

See. 17(&) and Rule 178-3,
1934 Act.

Seps.  15(e)(@), 174a) and
Ryles 15¢3-1 and 17a-3,.
1934 Act.

Secs, 15(¢){1), 16(cH3) and
[7(a) and Rules 15¢1-2,
;503—[ and 174-3, 1934

£

ot
Secs, 5éa), 5{c} and 17(a),
1933 Act.
Seqs. IS(e)(1) and 15(c}(3}
angd Ruies 15¢1-2 and 15e3~

1, 1934 Act.
Secs. 15(ex(Ly, 15(c)3) and
and 15¢3-1,

Rules isel-2
1934 Aect.

Secs. 15(e)(3) and 17(a) and
Rules 15¢3-1 and 17a-3,
1934 Act.

Secs., 15((:)(3) and i7{a) and
Bules 15¢3-1 and 172-3,
1934 Act.

Mgndgtory jigment by consent as to 2 defendants entered May 4, 1950,

ending,

Complaint filed Mar. 19, 1962. Final Judgme:nt. by consent. a8 to atl de-
fendants entered Mar. 20 1962, Closes

Sumnmons and complaint filed Apr, 24, 1962 Prel.lmmary injunetion ss to
all defendants entered May 16, 1962, Pending,

Compliant filed, receiver appoim.ed and flnel judgment by consent as to 1
defendant entered Aug. 11, 1961, Order entered Jan. 9, 1962, discharging
raceiver, Closed.

Complaint and request for t.he appointment of a receiver filed May 15,
196t. Final judgment by consent eniercd as to all defendants and
recelver sppointed May 15, 1961,  Pending,

Complaint filed Jan, 20, 1360. Final Judgment. by consent as to both
deflendants entered Mar. 1, 162, Close:

Finsl judgment as to 1 defendant entered Jan. 27; 1060 and action dismissed
" 88 to 9 defendants. On Sepi, 10, 1961, the district court dismissed the
complaint as to 4 defendants for fmlare of proof. On Oet. 1§, 1861, &
notice of appeal from the judgment of the district court was filed. On
Jan. 24, 1862, pction 8s to 1 defendont dismissed by stipulation. Opialon
rendered Jube 21, 1962, reversing and remanding for further proceadings
as to 1 defendant and Issuance of permanent injunction as to 2 delendants.

Pending as to 4 defendants.

Summons and complaint filed Oct. 20, 1960, Default ]udg'ment. ay to 3
defendants entered Mar. 21. 1961. Pending as o remaining defendant.
Summaons and complmnt filed Apr. -7, 1961. Opinion rendered May 15,
1961, denying plointiff's mobion for pnellmmary injunetion, Pending,

Complaint and re% uest for the appointment of a receiver filed Mar. 20, 1962!
Final judgrieent by consent enjoining both defendants and order nppomt-
ing a receiver entered Mar. 20, 1962, Pending.

Complaint flled Feb, 7, 1862, Final judgmcnt by consent as to all de.
fendants entered Mar, 23, 1962. Ciose

Final judgment by cOnsent enlered os Lo both defendants and reoewel‘
appointed July i, 1959. Pending as to receiver.

- Summons, eomplaint and reqiest for the appointment of a receiver filed

fgzlgl ISCIIQGL:i Stipulation of dismissal as to all defendanis filed Mar. 13,
ase
Bummons and complaint filed -Nov. 15, 1860, Amended complaint adding
additional violations and request for the eppointment of a Tecelver fitad.
Stipulation consenting to withdrawat of motion for receiver filed. , Final
Judgment by consent es 1o 2 defendants entered Apr, 24, 1061,
&s to remaining defendants.
Complzint flled May 26, 1962, Plaintiff’s motion for a]Rgolntment of
:('glopugr denied. KFinal' Judgment by wnsent entered May 28, 1862.
osed,

Pending
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TasLE 17—TInjunctive proceedings brought by the Commission which were pending during the flscal yeer ended June 30, 1562—Con.

Nnme of princdpal ber of U.8. District Initiating Alleged violations Status of case
L ‘dm‘cndunt defend- Court, papers filed .
o ', ' ants ,
Shiels Beeurities, Inc..o 4 ! Oregon .o caveuee-n Apr. 18, 1961 | Sec. 17{a), 1933 Aet_........- Complaint and motion for preliminary injunction filed Apr, 18, 1961, An.
. , gwer fled May 10, 1061. Stipulation and order entered Oct. 23, 1681,
. ) R staying pmceedmgs pending final determination of administrative pro-
. ' ceedings. Pending.
H, 8, Simmons & Co., 2 | Southern District | Jan. 86,1961 | Secs. 16(c)(1), 15(c)(3),10(h} | Summons, complaint and request for the appoiniment of 8 receiver flled
Ine. . of New York, and Rule liel-2, 15::3— Jan. 8, "1961, Preliminary injunction and appointment of a receiver
. : and 10b-5, 1634 Act entered Jan. 23, 1961. Pend ing.
Sigsom, Joe Bert dba 1 | Western Distriet | Mar. 14,1062 | Sees. !7(3) (2), and i?(a (3). Complaint filed Mar. " 14, 1962, Final judgment by consent entered Apt.
SiBSOIIl Investment . of Texas, L 1633 * Sees, 8(e % 12,1962, Ciosed, - v
" Becurities, DR 8d), m(bS 1503, 16(e) (1, .
Ve - 15{c)(3), 17(a} and Rules
: - 8e-1(n) (3), 10h-5, 15b-2(b),
§5€1—2(§3,t15c&1 and 17a-
.- [
Bouthwell, Robert J. 1| New Iorsey_.;_.._ Aug. 26, 1960 Sees, 17{a}, 15(1) and Rulcs Summons and complaint filed Aug. 28, 1960. Final judgment by oonsent
dba K. §. southwen : T5b-2 ad 1723, 1033 Act. |  entered Fune 15, 1062. Closed.
Btandard Petrolenm | 8 | Massachusetts__..] Apr. 4,1962 | Sccs. {6{a) snd 17(s), 1933 Complamtﬁled Apr.4 1962, Fmaljudgmentbyconsentastoz de[endants
' Qorp.. Act, . ?gt%%g AIp;r lg 1662. Final judgtoent as to 1 defendant entered June
. . ] ending
Stocksand Bonds, Ine, 2 | Southern District | Apr. 16,1962 | Sec, 17(a){2), 1933 Act; Sers. Complamt fled Apr 18, 1962, Final Judgment by conseni as to both
and George of Mississippi. 15y wnd 15(ci(1} and defendants entered Apr. 21, 1962.  Closed.
Mitehell, Rule 16¢1-2, 1934 Act.
Strong Productions 3 No;téle}—.r} District | Dee.  6,1960 | Secs. 5(a) and 5{c), 1933 Act-.| Summeons end complaint filed Dec. 6, 1960. Pending.
ne. of California,
Sylvester- Anderson 3 | Northern District | Mar. 1,1962 | Secs, 5} and 5(c), 1633 Act. .| Complaint filed Mar, 1. 1962, Final judgment by consent o8 to all defend
0il Co., Ine. of Indiana, ants entered Apr, 18, 1062,
Tagne, W deard-,,, 1 | Western District | Mar. 80,1961 | Secs. 16(c}(1}, 15(c}{3) ond | Final judgment by consent entered May 24, 1961. Tending as to receiver,
of Pennsylva- to- 178} snd Rules I5¢1-2, ship.
g, ; 15¢3-1 and 17a-3, 1934 Act, . , .
Tannen & Ca [nc_. .- 20 | southern Distriet | Aug. 2,1057 | Becs. 5(5) (1), (2) and 5{¢), | Final judgment by consent as tp § defendants on varloms dates, Notlee of
of New York, 1983 Act, dignissnl as to 12 defendonis filed Nov, 30, 1961.  Closed,
Beott Taylor & Co.. ) I [ S, Tan. 28,1950 | Sec. 17(a), 1933 Act..._......| Final judgments by consent entered Jan. 6, 1061, as to 2 defendants and Apr,
Inc. 5, 1962, as to0 2 defendants, Pending as to remuining defendants,
Do - 30 I do.oimoeees Aug. 18,1859 | Sec, 17(n), 1933 Act; Sec. | Final judgments by consent entered Oct, 18, 1961, as 1o 1 defendant and Nov.
T 10(b), 1934 A 1, 1961, as to 2 defendants, Closed,
Tex™ Petroleumn Corp . 8 | SBoutherm District | July 17,1961 | Sec. 15{c!}, 1934 Act .......... Compluint fled July 17, 1961° Order entered dismissing action s to 1 da-
of Texas. , . fendant and ﬂnal judgment by consent enjoining remmaining 5 de[enda.nbs
) . ' . entered Aug, 2, 1961.  Closed,
Titan Mines, Ine. ._.-- 3 | Colorado....--..--| June 25,1962 | Seecs. ﬁ(n) &(¢) and 174a), | Complaint and requesb for the appointment, of & receiver flled June 25, 1962,
. 1933 Temporary réstraining order entered June 26, 1962, Pending,
Tower Hotel Corp.-.-- Nevoda .oooaaeaan Jan, 23,1061 Sccs ﬁ(n), &(e) and 17(s), | Compluint filed Jan. 23, 1961.

D4

Final judgments by eonsent as to § defend-
Fgllal j!édgment by consent as to remaining
osE

ants filed on various dates,
defendant fited Sept. 1. 1661,
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Townsend Corp. of
America.

Triumph Mines, Lid..

'U:[:ion Corp. of Amor-
ca,
Jean R. Veditz Co.,

e,
Vickers, Christy &
0., Inc.

Vincent Assoclates,
Litd. and Vincent
Agostino,

Mulford Wakeman &
Co.,Ino. . .

Westem Industrles,

Westem Travel, Inc...
‘Whilfen Estate, Ine_._.

Whimker, C.B.: .
J. Zappa & Co i

White Caps Gold- - -

Mlnm%()o. 1.
Richard Woike'& Co_.

Woods & Co,, Ine,,
gapital Se:mrlt!ea,

World Land Corp.....

Benlomin Zwang &
0., Ino.

14

)

L]

New Jersey._.....-

Western District
of Washington.

Eastern District
of Missouri.

Southern District
of New York.

District of
Columbia.

Ut
Nort.hern Distrlct

of T
Southern . Dtstrlct
of New York,

Northern-District-
of Oalilfornls

3 [\Southern Distriet"

11

of New York.
‘Weatern District
of Taxas.

Colorado..cannanan

Southern THatrict
of New York,

Apr, 24,1061
Mar, 1§, 1058

May 22,1961
Oct. 18,1857
Feb. 6, 1061

Dec. 21, 1081

Dec. 81061

Tuly 24,1600

Fune 22,1082
Mar. 20,1962

Bept. 23, 1060
P

Tune B5,1962

June- 7,1982

Nov. 22,1081

Apr, 12,1062

Bapt. 27, 1050

Sees. 7, 12, 18, 20, 21, 30, 34,
36, 4% and RuleEDd 1 Inv,
Co. Act of 1040

Secs. 5(n) and (c) and 17(a),
1933 Act.

Bec, 16(d), 1934 Act_.eu ___

Sece. 15(c)(3) and Rule
1 1, 1834 Aect.

Becs, 15(c) (3),16{c) (1), 17{a}
and Rules 15c3-1, 16cl-2

and 17a-3, 1934 Act.

»
-

Sec. 17(a), 1034 Act. oo c-aou

Secs. 15(0)(1), lﬁ(c)ta) and
17(a), and Hules 1bcl-2,
- 15¢3~1 and 1703 1934 Act‘.
Secs. 172)(2) end 17(a}{3),

Sees a(n) o.nd 5(e), 1933 Act_
Beg[s ﬁ(a)(li.tﬁ(ﬂ)ﬂ) and

Sec. 15[2) (3) and Rule 15¢3-~
1,10934 Act

Becs. &(a) and 5(c), 1833 Act.
Seu 5 lﬁ(ag)aaud 17{ad,’ Rula

Secs 5[3) 5(e) and 17{8)(2),
Act; Becs, 15(e}{1)
15(0)(3} Bnd 17(a) snd
Rules 15!‘.‘.1—2 15!33-—1 and
178-3, 1
Becs, 5(3) ks 5(0) and Sec.
17(a), 1933 Act,

Bee. 16(c)(3) and Rule
156e3-1, 1934 Act.

Final judgments by consent s to § defendants entered May 31, 1981,
Dismissal as to remaining delendants entercd May 31, 1061, Order
entered appolnting interim board of direetors.  Pending.

Final judgment by consent as to 2 defendants entered Mar, 18, 1958. Re-
mmning corporate defendant dismissed without prejudice Apr. 20, 1662,

Closes
M%ndg}:ory injunction entered Jah, 26, 1962. Appeal Bled Mar, 22, 1962,
ending
Noptice of appeal filed Jan. 12, 1859, by Commission from the crder of the
distri¢t conrt denying permu.ncnr. injunction Yan, 6, 1958, TPending,
Summonsand complatot filed Feh. 6, 1961, Amended complaint filed Feb.
14, 1961, seeking additional violations of Sac. 15(c){1) and Rule 15¢1-2 of
1034 Act and {or an order appointing a recelver. Order of prelimingry
injunctlon entered Mar. 27, 1862, and receiver appoinied Mar. 30, 1961.
Court enlarged recelver's powers and directed bim to liquidate corporate
defendant, Permanentinjunction hy default entered as toall defendants,
Dec. 1, 1861, Pending as to receiver.
Summons nnd complaint flled Dee. 21, 1061. Amended complaint fled.
Elina] c{udgment by defouli as to both defandants entered Mar. -1, 1062,
osed.
Complaint and re% uest for the appointment of a receiver filed Dec. 8, 1881,
Final judgment by consent as to both defmdnnts and order appolnting
- Teceiver entered Dee. 11, 1961, Pendlng.
Summons md complnlnt. ﬁ]ed July 24, 1961

Oomplaint ﬁled J’u.ue 22, 1962 Pcndm

Complaint filed Mar. 29 1962. Final judgmant by congent as to all defend
antgentered Apr, 26, 1962.  Closed.

Bummong and comp!aint filed Sept. 28 1960. Finaljudgment by conscnt
na to oll defendants entered Dec. 28, 1961, Closed.

A.uswer ﬂ]ed Pending

Summons and complaint filed June 5, 1962. Final judgment by eonsent
.as to all defendants entered June 28, 1962. Closed. )
Summrons and complaint filed June 7, 1862. Pending.

Complaint filed Nov. 22, 1961, Final Judgmenis by consent entered Feb,
:g.l 19%2 as to 1 defendant and May 16, 1962, a3 to the remalning defendant.
050

Complaint filed Apr, 12, 1962, TFinal judpments by consent as to 5 defend-

ants entered Apr. 27, 1962, Amswers Aled, Final judgments by eonsent
iﬂ to 2 defend.ants entered June 18, 1962, Pending 8s to remaining de-
eI
Nate ot‘lssue flled Aug. 6, 1858, Pendjpg.
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TapLp 18.—Proceedings by the Commission to enforce subpoenaz pending during the flacal year ended June 30, 1962

Principal defondants

Number Initiating
of de- | U,B. Distriet Court{ papers filed
fendants

Bections of act involved

Status of cass

Stewart, Marshall I.._.

Bylvester-Anderson
Co,, Ine.

1 | DMstrict of Sep. 21,1561
Columbia,

1 | Northern Distriet | June 13, 1962
of Indiansa.

8ge, 22(b), 1933 Aet..__...

-.--do

Order Sept. 21, 1961, directing respondent ta show eause why an order
should not issue requiring compliance with subpoena. Pending.

Order June 13, 1962, directing respondent to show cause why order shonld
not 1ssue requirlng compliance with subpoena. QOrder to show cause
returnakble July &, 1662, Pending.
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TABLE 19.—Actions pending during fiscal yeor ended June 30, 1962, to enforce voluntary plans under Section 1I(e) fo comply with
Section 11(b) of the Public Ulility Holding Compeny Act of 1935

Name of case

U.8. District Court

Initiating papers filed

Btatus of case

Arkapsas Fuel Qil Corp,, et al.

Arkansas Natural Oas Corp.,
et al., In re.

Long [ala-r:-ld- ]-'..iglil;ing ;30.. et.
al, Inre’ | .

Louisiang Gas Servies, ot al.,
In o,

. Lo .

‘I,.y-nu‘Electr.lq Co.,etal., In re.

New Orleans Public Bervice
Ine., et al., In re.

Pe]gmylvaniu Gaz Co., et al,,

Standard Gas & Elecirie Co,,
et al, In re.

Valloy Gas Co.,,Inre_____....

DelawsTd. e

..... L3 I
East;a'm Distriet of
New Yorlr, . .

Eastern District of
ujsiana,

Massachusetts, ...

Eastern District of
Loulsiana,

‘Western District of
Pennsylvania,

Delaware. ... 2ol

Rhode fsland.........

July 19, 195)

Reopened June 25, 1956....

Reopened Oct, 14, 1960____

Reopened Aug. 12, 1960__.

Aug. 10, 1968 ____. —————

Oct. 28, 1061 ...

Feb, 28,1862 _eocroomeouns

. :

Reopenad Jan, 28, 1961, -

Aug. 12, 1880, ... eemmsann

Application filed by Commission for an order enforcing the carrying out of a plan pursuant
10 See, 11{d) and 18(f) of the 1835 Act, as per Commission order of July 14, 1960, Order
Sept. 2, 1360, approving and enforcing plan with the Court taking jurisdiction and posses-
sion of Arkansas Fuel 0] Cerporation and jts assets, Pending as to certein fees,

Petition filed June 28,1950, by Cities Service Company for an order requiring Elias Auerback
to show eanse why he should not be adjudged in conicmpt of exder entered Jan. 29, 1953,
Petition filed by Louis E. Marron July 23, 1956, seeking intervention. Order Oct. 26,
1956, derying petition for intervention but directing the petitioner be permitted to appear
emicus curiae,  Pending ag to cectain fees,”” - i - : C

Application by Long Island Lighting Co, for an order extending time for the exchange of 115
0ld stoek for the new stock provided in the plan of congolidation from Oet. 24, 1060, to Oct.
%1, 13532. ' Order Oct, 19, 1860, granting application with Commission's conzent attached.

ending. . , ,

Bupplements) application filed by Commission for an order enforcing the carrying out of
ameandments to & plan pursuant to Sec, 11(e) and 18(1) of the 1835 Act, approved. by
Commission order of Aug, 11, 1960, and to enjoin interferenceo of amended plan.  Order
Bept. 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 Bee. 11{¢) of the 1935 Act, as per Comrnlssion order of Aug, 3, 1961, Order Oct, 23, 1961,
apﬂroving and enforcing plan, Closed, . - -

Application Aled by Commission for an order enforeing the carrying out of a plan pursuant
to See. 11{e) of the 1935 Act, approved by Commission order entered Oct, 18, 1061, and
enjoining interference with the plan, Order Dee, 1, 1561, approving and enlorcing plan.

Pending,

Application filed by the Commisaion for an order approving and-enforeing the carrying out
of & plan pursuant to Sec, 11(e} of the 1935 Act, as approved by Commission order entered
Feb, 19,1662, Order Apr. 10, 1862, approving and enforcing plan.  Closed.

-Bupplemental applivation filed by Commission for an drder enforeing the carrying out of

Biep V as amended of the Standard Plan pursuant to Sce. 11(e) of the 1935 Act, appraved
by Commisslon order of Jan, 19, 1961, and to enjoin interfercnce with carrying out of the
plan, Order Apr. 22, 1961, approving and enforeing plan and reserving jurisdietion to
the court, Pending.

Appiteation filad by Commission for an order enforeing Step I of a plan pursuant to Sec.
11{e) of the 1935 Act, as a%pmved by Commisslon order of Aug, 10, 1960, Commission's
memarandum on its application filed. Brief and supplemental brief filled by Joho B,
Kelaghan in sapport of his statement of cbjections, Order Oet, 21, 1060, enforcing pro-
visions of S{ep I of plan with the gourt reserving Jurisdiction, MNotice of appesl Aled Jan,
25, 1961, by Eelaghan from the order of the District Court, Btipulation and order Jan. &

mﬁl. suspending order of Qct, 21, 1860, pending appeal. Brieis for appellants and Valley

Gas Co., ef al,, filed, Commission’s hrief Feb, 23, 1961, served, Judgment by CA-1

Mar, 24, 1961, affirming order of the district court. Step 1T of plan, providing for rights of

Vam (as common stock to stockholders of Eastern Utilitjes Assocjates and minority,

?Itlo oldera of Blackstone Valley Gas and Electric Company, filed June 27, 1962, Pend-
£,
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TasLE 20.—Contemp? proceedings pending during the flzcal year ended June 30, 1962

CRIMINAL CONTEMFPT PROCEEDINGS

Numberf V.B. District Initisting
Principal defendants of de- Court pepers Sintus of case
fendants filed
Birrell, Lowel M___....... 1 | Soutbern Distriet | Oct. 11,1957 | Pending.
of New York.
Colotex Uranfom and Ofl 3| Colorado_.__...... Jan, 1%,1957 | Order of Jan. 17, 1857, directing defendants to show cause why they should not be adjudged in
Ing, criminal contem(;)t for violating injunetion, probibiting violations of Secs. 5 and 17 of the 1933 Act.
Order enlered adjudging all defendants guilty and seniencing rangen from fines of $200 to $350,
Kormel, Ing...____.___..._. 3 | Nevada__...._.._. Mar, 2,1962 | Order of Mar, 2, 1662, directing the defendants to show cause why they should not be a.d]udge.d in
crimizal conzempt of injunciion prohibiting violaticns of Sec. 17 of the 1933 Act. Pendin,
Winbum, Roland (Al 1! Colorado___.......] Bept. 14,1481 [ Orderof Sept. 14, 1961, to show cause why he should not he punished for erimingl contempt in violntdon

Armgrican Marble Co.).

of inal judgment entered June 30, 1955, in 8. E. C. v. Rolund Winburn. Order dismissed Nov. 8, 1861,
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TasLr 21.—Petitions for review of orders of Commission pending in courts of appeals during the fiscal year ended June 30, 1962

Fatitloner U.8. Court of Appeals Initiating Commission action appealed from and status of case
papers filad
Aurell, Walter Ao, _...______ 2d Clreuit_......_._._..| May 21, 1962 PaIgt.iou 130 rgylew order Mar, 28, 1962, affirming the disciplinary action taken agalngt petitloner by NASD,
c. Pending.

Berke, Irwin_ ... _______...|..__. L s T Apr. 5, 1981 ; Order Feb. 6, 1961, finding petitioner to be o cause of the broker-dealer registration of Mac Robbins Co,,
Ine. Petitioner’s brlef and appendix filed, Opinion and judgment entered be CA-2 remanding casa
to the Commission. Commission opinien pursuant to remand promulgated July 11, 1062, Pending.

Brown, Barton & Engel._..__} 3d Cirenit_.___________ June 20, 1862 | Order June &, 1962, suspending petiticner's broker-dealer rogistration pending final determination of the
Isaue of revocailon, Notice of mation for stay filed June 20, 1962, Pending.

Dmntf‘a*“ssmiates’ Ina, {Stgs%mu“ """""""" }June 16, 1660 | Qrder Apr. 19, 1980, revoking the broker-dealer registration of Blalse D’Antonl & Assocfates, Inc. and

. ' . Sl denying applieatlon for withdrawal of registration of Blaise D'Antonf. Brlefs and reply briefs filed,
Ogl.nion Apr. 20, 1881, allirming the Commission order. Opinion June 12, 1961, denying petition for
rebearing.  Order Tune 15, 1961, granting stay of mandatc for n period of 90 days from June 12, 1061,
Petition for writ of certiorarl filed Aug. 30, 1961, and denied Nov. 6. 1961. Closed. : .
ankli.n. Bamuel B., & Co._ {%tgs%h_"_’!‘_”::: """"" : }.Tu.'me 15, lb59 f)rder of Mar. 24, 1959, dismissing proceedings instituted by pét.itioner pursuant to Efec.‘ 16A(g) of the

Hennesey, Dorothy  dba
Hennesey & Co,

Holman & Co., Inc., R.A....

Kahn, Arnold Leonard.......

3d Cireuitecceeee oo

4

UgDODO............
{GA D -

Sept. 13, 1460

June 13, 1061

‘Mar. 24,1961

1934 Act, for review of diseiplinary action by the NASD, Inc.; and Commission’s order of Apr, 20, 1969,
denying rebearing, Briefs and reply briefs fle@. Opinion May 1, 19681, afirming the order of tha
Commisgion. Petition for rehearing denied June 3, 1961. Pctition for writ of certlorari filed Aug, 14,
1961, and denled Oct. 23, 1961,  Closad,
Order July 15, 1880, pursuent to Sec. 6(c) of the Investment Company Act of 1940, exempting Great Ameri~
cat Life Underwriters, Ine., of which petitioner is a stockholder {rom all provisions of the Act after
Jan. 1, 1040, -Motion and memorandum by intervenor-respondent Great American Life Underwrltors;
Tne., to dismiss petition for review served Nov, 23, 1960 SEC*s memorandum in oppesition to motion
to dismisg filed Dec. 2, 1960, Potitioner's brief and intervenor's briefs on melions to dismiss filed.
Opinion and order Jan. 10, 1061, denying fntervenor’s motion to dismiss petition for review. Various
- briefs filed by all parties. Mandate of CA-3 affirming order of the Commission. Petition for rebearing
filed and denied. Closed. , .
{Considered a petitien for review although filed in the District Court.) . Summons and complaint fled
demanding & judgment enjeining pending procceding befere the Commlasion and declaring invalid Rule
+ 252¢e3(2) of Regulation A, which curtails plaintifi’s underwriting activities in exempt offermgs. Motlon
{0 dismiss Complaint Junae 21, 1961, Plaintiffi’s brief in opposition to motion to dismiss fled June 26,
1861. Order July 8, l%l,ﬁ'ranti.ug motion for dismissal, denying plaintifi’s motions for preliminary
injunction and for stay. otice of appenl filed by R, A, Holman & Co., Inc,, from the order of the
district court. Order Jan. 18, 1962, aflirmin judgment of the district court, dismissing action for lack of
Jjurisdiction and failure to state a claim, - Writ of certiorari denied on June 4, 1962, Closed. -
Qrder Fel. 8, 1961, revoking the broker-dealer registration of 3zc Robhing & Co., Ine,, and finding Kahn
among others a cause of such revocation. Tetitioner’s brief and appendix Aled. Opinion of CA-2 re-
manding decision to the Commission, Pending. .
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TABLE 21.—Petitions for review of orders of Commission pending in courts of appeals during the fiscel year ended June 30, 1962—Con,

Potitloner

7.8, Court of Appesls

Initlating
papery Aled

Oorrnisston action appealad from and status of case

Leighton, Willism___.____.__ U

Nadler, Aaron M....__._____

Organ & Co., In¢,, N, Bima.._

Powell, I. Vincent._.._______

Stewart, Marshall I__________

Zigman, Lecnard H

{Aug. 26, 1960

Feb, 17,1961

Mar, 21,1661

May 31861

Mar, § 1962

Feb. 14, 1062

Petlition to review Clommission’s failure fo take action against management of Paramount Pictures Corp.
for alleged violatlons of proxy rules under Sec. 14(a) of the 1034 Act, Order Nov. 3, 1960, granting 3EC’s
motion to dismiss petition for review, and denying petitioner’s cross motion for surnmary judgment.
Order Feb. 7, 1961, denying petitioner’s motlon to vacate order of Nov. 3, 1860, Petition for writ of
%e{tio:'iari filad and 'denled Apr, 17, 1861. Petition for rehearing filed in GA-2 and denled July 17, 1061,

oged.

Order Dee, 23, 1060, affirming Commission order of Dac. 30, 1958, exempting Secarities Corporation Gen-
eral, a registered investment company. from provisions of Sec. 17(a) of the 1840 Act, and permitting it to
gurchase its own preferred stock tn accord with See. 23{c}(3) of the Act, Order Mar. 6, 1961, granting

ecuritics Corparaiion General to intervene ag intervencr-respondent. Order entered Nov. 14, 1861,
affirming the crder of the Commission. Closed. .

Order Mar, i4, 1961, revoking the broker-denler registration of the gtitioner and finding N. Blms Organ
& cause of such revocation. Judgment entered SBept. 19, 1061, affirining the crder of the Commission,
Petition for writ of certiorari filed from the order entercd Sept. 19, 1981, Brief of the Commission in
opposition fled Fan. 1062, Petition for writ of certiorari denled Jan, 15, 1962, Clesed,

Petll’&on to review orders of the Commissicn of Mar. B, and Mar. 31, 1861, Instiluting proceedings to de-
termine whether to deny broker-dealer registrution and postponing the effective date of registration
until s fingl determination on the question of denial. Response of the SEC to petitloner 8 motion to
stay SECPordcirs filed June 1, 196t, Memorandum of petitioner in support of motion for stay filed June
3, 19681. Pending.

Potition to set aside arder of the Commission issued Feb, 12, 1902, directing petitioner to testify and pro-
duce records pertaining to henring of Lloyd, Miller and Company. Motion for stay of proceedings
filed Mar. 5, 1802, and denied Mar. 7, 1962, Order dismissing petition for review Mar. 22, 1462. Closed,

Order Jan. 5, 1862, ailirming the disciplinary action taken agalnst petitioner by Nationnl Asscciation of
Becurities Dealers, Inc, Order staying order of Jan. 5, 1862, pending appeal. Stipulation dismissing
sppeal with prejudfes filed June 19, 1962, Closed,
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TABLE 22.—M igcellaneons actions invoelving the Commission or employees of the Commisgion during the fizcal yead ended June 30, 1962

" Plaintif |

Court

Initlating
papers filed

Status of case

Hansen, Howard J_..._...__.

R. A, Tlolman & Co., Inc.._.

Kglkatush Mining Corp,, et

1
Levinsoe, Herman D_ - ____

Bilver Springs Acres, Inc.,
and Joseph Onello,
Butro Brothers & Cooooo.o_..

Aﬁ:os Treat & Co., Inc;,et al_lig

Vanderseé, Amold E..

Wechsler, Nathan_______.___.

U.8. Conrt of Claims..
Bouthern District of
New York,

District of Golumbia. .

Deo. 81061

June 13, 1962

Aung, 24,106t
Qet. 26, 1961

Taly 30,1964

June 11,1962
Nov. 2,1961

Apr, 25,1962
Apr, 30,1962

June 23, 1961
Qct. 19,1961
Jan, 23,1902
yane 14,1962

June

Complaint, filled Dee. 8, 1981, for judgment restraining Commission from joining plaintiff a8 a party to
pending revocation proceedings in re Atlantle Equities Company and Klein, Runner and Black,
Answer filed by SEC on Feb, 7, 1962, Defendants” motion tp dismiss and for summary judgment
filed Feb, 7, 1962, Order Mar, 5, 1962, granting motion and allowing plaintiff to file amended com-
plaint, Amended complaint filed Mar. 5, 1862, Answer to amended complaint and maotion for sum-
mary judgment filed Mar, 18, 1962, Qrder entered Apr. 6, 1962, granting defendant’s motion for
judement on pleadings,  Closed. S

Summaops and complaint filed June 13, 1962, seeking & permanent Injunction {o enjoin the Commission
{rom further administrative proceadings entitled, **In the matter of K. A. IToiman & Co., Ine., 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. Motlon to dismiss complaint filed Sept. 12, 1961, Opinlon and order granting the Commis-
afon’s motion Oct, 19, 1981, Notico of sppeal filed from the distriet court’s order, Various briefs filed
snd case argued. Pending. , . . L

Petitlon for judgment atleging improper separation in reduction fn force and secking recovery of lost pay
filed July 30, 1954. Government’s first amended answer filed Jan. 12, 1961. Defendant’s brief-and
exceptions filed Jan. 10, 1962, To be argued before the court during the week of Oct. 1, 1662. Pending,

Qrder directing respondent io show cause why subpoena duces tecum directed to petitioners should not
be vacated. DMemorandum order denying motion to quash subpoena, June 14, 1962.  Closed, .

Complaint fled {0 enjoln the Commission from continuing an investigation into violations of the Securities
Exchonge Act, during the pendency of broker-dealer revocation proceedings based upon evidence pres
gég?slypdev[ieiloped in the investigation. Plaintifi’s motion for preliminary injunction denied Nov. 15,

. Pending,

Summons and complaint filed seeking a permanent injunction from further continuing and prosecuting
the revocation proceedings now pending before the Commission, Order entered Apr. 30, 1862, deoying
plaintiff’s motion for preliminary infunction and appeal filed Apr. 30,-1852. Opinion reversing order
t])éﬂt;\e c%strécjt court, May 10, 1862, Petition for rehearing filed May 25, 1862, Petition denied June 14,

. Pending. ] .o

Petition for declaratory judgment and appleation for bail pending judicial revigw. Government's
motion to dismiss petitlon granted Oct. 10, 1961.  Notice of appeal flled from the order of the gistrict
court, Oct, 18, 1961, Motion of appellant to petition for apptication to appesl in forma pauperis served
Qct. 30, 1861, snd denied Dee, 1, 1951, Petition for writ of certiorarl denied May 14, 1962. Closed. -

Complaint field for an order permanently enjeiniog defondants from holding a private hearing re plaintiff’s
fitness to practice before the Commission. Orderentered denying motion for temporary restraining order
J unsillf, 1862. Motion for preliminary injunction witkdrawn by stipulation of the parties. Complaint
pending,
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Tanir 28—Cases in which the Commission participated a3 intervenor or as amlcus curlae, pending during the fiscal yeer ended

June 80, 1962

Name 9f ¢ase

U.8, District Court,
Court of Appeals, or
U.8. Supreme Court

Date of entry

s

. Nature and smltus of case

Bellanca |, Corporation .
Sidney L. Albert, et al.

Blau, Isadore, et. al.,
Robert Lehman, et al.

Brouk, J. Jobm, et al,
ahitnnnged Funds, Inc.,

Brown, Ethel, et at v. Hugh {

Bullock, et sl.

Chabot, Allen
Trust Co., Inc.

Honigman, Edith v, Green

Glant Co,, et al,

v. Emplre

o {USSC

Northern District of
Oh

0.

Southern Disirict of
New York.
2d Cirewit ___._____,_

24 Clreultn. . enenn..

‘.

District of Minne-
sota, :

Eeb. 21, 1961
4,1061
8, 1951
9, 1961

Dec. )
May

1960
4, 1961
May 319061

Feb. 0,1001

. L . ] .
Actlon under Sec. 20(c) and 10(b) of the 1934 Act, and Rule i0b-5 thereunder, alleging that the plaintift
was fraudulently induced by Albert to transfer its stock or other assets in connection with transactions
whereby Bellanca acquired assets of other compenies and that Albert hindered the filing of reports
required by the Act, The defendant-directors of Bellanea siied and abetied the fraud on the corpora-
tion by authorizing, acquiescing in or ratilying Albert’s actions in connection with these transactions,
Commission’s memorandum Mar. 6, 1961, a3 amicus curise In opposition ta mnotion to dismiss the
complalnt, served, Pending, .- .

An getion based upon Sec. 16(b) of the 1834 Act, In which racovery was denied for “'short swing’” profits
realized by a partnership from trading in securities of a corporation of which a partner was a director.
Becision Dee, 20, 1060, affirining the judgment of the district court. Petition by appellant for rehesring
and motion Jan. 4, 1061, by the Commission for leave to participate amicus curiae dented by CA-2 on
Feb. 21, 1961.  Petition for writ of certiorari to the Supreme Court filed. Commission’s brief Apr. 18681,
Amicus turise, in support of petition for certiorary, filed. Supreme Court, Apr, 24, 1961, i;ranl:ed petition
for certiorarl. Brief of BEC amicus curiae in support of appeliant filed Aug. 1861. Oral argument filed
fn Dec. 1881, Decision rendered aflirming the order of CA-2.  Cleosed. ;

Acilon under the Investment Company Act of 1810, in connection with petition for rehearing sinece there is
aquestlon of law as to whether a privata right of aetion lies uader this Act. Order Feb. §, 1861, denying
pelition Ior rehenring of epinion Jan, 13, 1961, reversing district court order and denying Cominission
participation. Petition by Muanaged Funds, Inc., for writ of certiorari to the Supreme Court, flled,
Commisslon’s briel Juns 9, 1961, amnieus curiae in support of petition for certiorarl. Certiorari granted

‘ June 19, 1861, Order Apr. 16, 1962, entered dismissing the writ of certiorari as moeot, vacating judgment
of CA-B and remanding case to district court. Clased,

Action under Secs. 20(a}, 36 and 37 of the Investment Company Act of 1940, Commission’s meinorandum
Dec. 12, 1960, as amicus curine served. Briefand reply briefs filed. Cemmission’s supplemental memo-
randum Mar. 1, 1061, amicus curiae, served, Opinion Mar, 9, 1961, denying motion to dismiss, Tde-
fendants’ applleatlon for leave W& appeal granted May 3, 1961, by CA-2. Briefs filed in CA-2, Commis-
%(lm'sdbrief May 16, 1961, amicus curiae filed.” Decision by CA-2 affrming order of the district court.

Dsed. N . .

Actlon agelnst dlrectors for violations of the Investmont Company Act of 1840. The preliminary issuo
raised in this appeal is whether the provision of the trust agreemnent requiring seenrity for expenses may,
be enforced in the face of See. 17(h) of the Act. District court had directed that such sccurity be posted.
Commlsslon's brief amicus curiae served Oct, 16, 1961, Opinien by CA-2 reversing the decision of the
distriet court, Closed,

8hareholder class action under See. 10(b) of the 1934 Act, and Sec. 12(2) and 17{a) of the 1933 Act, in which

lalntiff demands recovery, Commission moved to participate as amicus. Co ssion memorandum
ar, 10, 1961, amicus curine served. Memorandum decision entered finding no basis for complaint
fileq by plaintif. Ordered on Oet, 20, 1961, that judgment be entered for defendants. Peadlng,

VCe.

NOISSINNOD EONVHOXH dNV STILIYADIS



Moses, W. 5., et al,,
Michael, et al.

v. ¥red

Baminsky, ITyman, et al., v.
Charles C, Abbott, ct al.

Bawyer, Harriet B, v. Pio-
neer Mill Ce., Ltc{ et al

Silver, Harold J., et 8l., v.
New York Stock Exchange.

Silvermun, Berths v. Alfons
Landa and Fruehauf Trali-
er Co.

Taussig, Halph J., et al., v
'\'i’cllingwn Fund, Ine,, et
al.-

United Industrial Corp., et
al., v Sianley E. Henwood,

el 8
w mshow

Seymour v. H.
Hentz & Co

Willheim, Else, et al,, v.
John E, Murchison, et al,

8th Cireuit. ..

Court of Chancery of
the State of Dela-

WaIC, "

New York.

{Southem District of
2d Cireuit. .- . ooores

. {Delnwsm_ e emm———

ard Cireutt... ...

Southern District of
California.

Southern District of
Naw Yor

20 CIPCUTb e e

gth Cireult ............

Mar. 31,195t

Mar, 30, 1962
Mar, 28,1961

Nav, 20,1961

}NOV. 27,196t

}Apr. 30, 1662

July 17,1961

Oct. 16,1061

Apr. 20,1962

Aciion on questions relating to varions Sectlons of the 1933 Act. Notice of appeal filled July 23, 1960,
from the order of the district court entered June 25, 1960, granting appeliees recovery of the purchase
price of undivided working interests which Intorests were allegedly sold in violation of the 1933 Act.
Briefs flled.  Commission’s brief May 13, 1981, amicus curine maintaining that the order of the district
court should be alfirmed, Opinion Julg 20, 1951 affirming the orders of the district court granti
summary Judgments under Sec. 12(1) o the 1933 Act. Petition for rehearing filed Aug. 8, 1961, an
denied Sept. 8, 1961, Closed.

Action in which Chancellor Seitz decided that the Keystone Fundn principal anderwriting contrnet
was void under See. 47(b) of the Investment Company Act of 1940, becguse it had extended over a longer
period than 13 permitied under See. 15(b) of that Act. Maotion filed by Commission for amieus curiag
%1rtgl11atlon on March 30, 1062, Order Apr. 25, 1662, appeinting Commission an amlcus curlas,

ending

Action undcr See. 10 of the 1534 Act, as implemented by Rule 10b-5, Commission's briel Mar. 28, 1961.
amicus curlae served. Briefs and reply briefs filed. Commission's reply brief May 20, 1861, flled.
Order June 15, 1961, direcling the ease be heard en bane, Judgment entored on Mur. 14, 1062, afﬁrm!ng
order of district court, TPeniling, .

Action in which the Commission appesrs as smnleus euriae to insure the right and duty of registered stock
exchanges to diseipline their members for violations of the Securities Ftchange Aot of 1934. Memoran-
dum of atniens curige filed by Commission on Dec. 24,1861,  Opinion of CA-2 reversing and remanding
judgment of distriet court. granting plaintifi’s motion for summary Judgmvnt Apr. 4, 1962, Pebltmn for
writ of certiorari filed \Iay 31, 1962, {rom the order of Apr. 4, 1962. Pending.

An action based upoen alleged violations of Sec. 16(h) and {c) of the 1934 Act, In which recover; is satight
of “short swing'” profits realized in transactions n securities of & company and individunl. BITIOrAT-
dum of the Commission amicus euriac served Nav. 27, 1861, Opinfon and orders denying plaintifF’s
motion for surmmary jicigment and grunting defendarnt's motion for summary ndgment Deg, 27, 1081,
Notice olappeal fled from this order Jan, 9, 1962, Brief for Securities and Exchange Commission smicus
curiae filed Mar. 23, 1962,  Aflirmed on u[lreal suqhequenr. to end of the fiscal year. Pending. -

This isnn action whish the Commission appesrs s amicus curiac to sab forth its disagreement with certain
arpumcnts respecting the interpretation of the Investment Company Act of 1949, 1|1>peals filed Apr, 9,
1962, by plaintiffs-appellants frem the order of the district court seeking reversal of the denial of money
danmges, and by respondents from the order seeking reversal of injunctive order and award of attorneys”
fees. Drief of the Commission amicus ctrise filed Moy 15, 1962. Pending.

Private sction charging violations of See. 14(s) of the 1934 Act, and the Commission's nproxy rules. Memo-
randum of the Commissicn amicus curise filed July 17, 196L Ju(lgment for plaintiffs” entered on
March 9,-1662, Closed,

Action cm:lceml.ng the question whether the mmplamt alleges & violation of Sec. 7(c) ol the 1934 Act, and
Repgulation ' thereunder. Metion 1o dismiss filed by defendant. Neotiee and motlon for leave 1o
participate amicus curise served Oct, 16, 1961, together with memorandum of law In o 1pposlt.10n to
moetion to dismiss, Oplpien and order entered denying defendant's motion io dismiss I\m'. , 1961,
Case settled. Closed.

This action is one brought hy the plaintifls derivatively and representatively as stogkholders of Investors
Mutusl, Inc., a registered Investment Company, to enjoin the perfermence of the invesiment advisory
and undnrwntmg distribution contracts heretofore entered into between the defendants, Investora
Diversifted Serviees, Inc., and Investors Mutual, Ing. Motion of Comrnission for leave to gﬂrﬁmpam
amigus curiae flled Apr 20 1962, Briel filed Mny 2, 1962, Dceeision by CA-2 affirming the ordor of
the district court. Petition for rehearing filed June 1 1062, end denied June 7, 1962. Pending,
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SECURITIES. AND -EXCHANGE COMMISSION

TasLE 24.—Reorganization cases under Chepter X of the Bankruptey Act pend-
ing during.the fiscal year ended June 30, 1962, in which the Commission par-
ticipated when district court orders were _challenged in appellate cou;rta

Name of case and 17.8. Counrt of
Appeals

- Nature and status of case

Coffeyville Loan and Investment
Ca_, Inc., debtor; Harlow King,
Sebree, Shook, Mardy und
Ottmen; and Claud I. Rice,
appellants (10th Circnit).

Calorado 1rust Deed Fundg, Ine.,
Appellant  vs. James Thomas,
111, Boyd Thomas and Securi-
ties and Exchange Commission,
appellees (10th Cireuit).

Qeneral  Slores  Corp., debtor:
Lewis J. Ruskin, appellant (2d
Circuit).

Inland Gas Corp,, et al, debtors;
Green Committee. ct al., appei-
lants (Gth Cirecuit). }

T.os Angeles Trust, Teed & Mort-
gage Exchanpe, debtor; Securitics
and Exchange Commission, ap-
peliants (9th Cireuit), A

Parker Petroleum Co., Inc. (Qecl-
dental Petroleum Corp. v. Hon-
orable Stephen &, Chandler)
(10th Circuit).

Belected Investments Corp., debtor;
B. H.@ Carey, appellant (10th
Circnit). -

»

TMT Trullee Ferry, Inc., debtor;
Protective Committee for Inde-
pendent Stockholders, Arthur 11,
Shaffer, M, James Spitzer, ap-
pellants (5th Circuit) USSC,

Scranton‘ Corp, and Hal Roach
Studios. debiors; Siate of Cali-
fornia, appellant (3d Cirenit).

Appeal from order of Sept. 20, 1961, denying cectain portions of ap-
pellant’s claam against debtor. Commission's response in apposi-
tion flled Dee. 15. 1861, . Order Dec. 26, 1961, deaying petition for
sllowance of appeal. * Closed.

Notice of appeal filed by Colorado Trust Deed Funds, Ine., from an
order entered Nov. 6, 1901, dismiseing its petition for reergzanization
under Chapter X of the Bankruptey Act. Briefs filed and hearing
set for July 27, 1962, Pending, .

Appeal from order of Mar. 6, 1861, awarding supplemental allowances.
Deeision rendered aflirming the arder denying .pn additionnl
allowance for services and cxpenses ‘of the collatersl- trustee’s
epplication for certiorarl. Closed: . . i

Avppeal from order of Apr. 8, 1961, limiting the recovery of expenses
by the Green Committee. Drief and appendix of appellee filed
Nov, 2. 1961.  Brief of the Commission flled Nov. 9, 198f. Oral
orgument held Mar, 26, 1962, - Decision pendine,

Notice of appeal flad by Cemmission from order of the district
court denying motion o dismiss Chapter X1 proceedings under an
amended petition to comply with provisions of Chapter X,
Pending. .

Petition for writ of mandamus and/or prohibition filed by Occidental
Petroleum Corpoeration for an order disqualilying Judge Chandler
from proceedings on grounds of personal hins und prejudice.  Peti-
tion for leave to amend and supplement petition for writ of man-
darnus filed Mer. 12, 1982, and granted Mar. 13, 1862. Memoranijum
of the Commission in opposition filed Apr. 0, 1062, Opinicn per
curiam granting petition Apr. 20, 1962, Fetition for rchearing filed
ani denied June 1, 1962, Closed.

Apneal from order of the district court denying appellont’s compensa-
tion for legal services and reimbursement of expenses us atiorney

for debtor. Motion for dismissal of appeal filed by appellant due to .

satisfnetory setllement negotiations.
filed Novw, 1, 1961,
court. Pending. A
Appeal from order of Mar. 8, 1859, confirming trustee's plan of reor-
ganization and various ather orders dated Auog. 12, 1960, Aug. 15,
1860, Sept. 30, 1960, Dec, 22, 1860, Feb, 6, 1961, and Apr. 27, 1961.
CA-5 on Sept. 9, 10860, denied motien of trustee to dlsmiss appeal.
Order Oct. 4, 1960, consslidating appeals. Commission’s telegram
to the Court Jan. 25, 1061, in opposition to appellanis’ motion ta fils
petition for wrlt of prohibition and/or mandamus. CA-5 Jan. 26,
1961, denied motion'for leave to file petition. Commission's bricf as
appellee May 15, 1981, stating that the order of the District Court
entered Aug, 15, 1960, vacating the order of confirmation of Maur. 8,
1959, should be affirmed or the order of confirmation of the District
Court entered Mar. 6, 1959, should be roversed, filed. Briefs and
reply briefs filed. Opinion July 7, 1961, by CA-5 affirming the order
of the distreit eourt vocating a previous order confirming a plan of
recrganization under Chapter X, Petition for rehearing filed July
7.1861, and denled Aug. 18, 1961, Motion by appellants to stay is-
-suances of mandate and denied Sept. 19, 1981, Petition for writ of
certlorart filed Nov. 13, 1961, and denied Jan. 8. 1962.  Closed.
Appeal filed March 8. 1962, from order of Court anproving sale of
assets of Hal Roach Studios pursuent to Sec. 118{3) of Chapter X
proceedings. Pending.

Commission’s objections
Qrder Nov. 20, 1861, remanding case to distriot
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TABLE 23.—A 29-year summary of criminal cases.developed by the Commisaion—
fiscal years 1934-1962: i
-~ - - [Ses table 26 for classification of defendants ss broker~dealers, ete.] - - - -

A B R
Number | Numbker Number
Number [of persons|. of such | - of these
of cases a5 to casesdn | Number , defend- | Number
referred | whom which of de- | Number | Number [antsasto| of these
- T to De- | prosecu- | ingdict- | fendants | of these | ofthese | whom | defend-
¥iscal year partment| tion was.| ments | indicted | defengd- | defend- | proceed- [antsasto
of Justice | recom- wers | insuch |antscon-| antsac- jingswere| whom
in each | mended | oltained |~ eases? victed | quitted [dismissed| eases are
. year | ineach | by U.8, . X .. _ |onmotion| pending?,
. . year |attorneys i X of UB. | .. .. "
attorneys o
7 36 . 3 32 17 .0 156 ¢}
29 177 14 148 | L84 5. 67 ¢
43 379 a1 a68 . 104 46 158 1]
42 128 | 30 144 78 a2 34 ]
40 113 33 134 75 13 43 1
52 245 47 292 169 33 &) i
59 174 | 51 200 38 &6 a
54, 150 47 145 b2 15 a6 0
S0 14 46 194 . io8 23 46 14
3l - 0, 28 108 . 62 10 33 3
2 69 24 kA 48 ;] 20 5
19 47 18 61 36 106, 14 1
18 44 14 40 13 8 4 15
20 13 34 9 & 1] 4
16 32 15 29 20 3 6 Q
27 41 25 57 19 13 25 0
18 28 15 27 a1 1 5 0
29 42 24 48 37 i) 6 1}
14 26 13 24 17 4 3 .
18 32 15 33 20 7 b 1.
19 44 19 &2 29 10 L] 7
8 12 ] 13 7 li] ] ]
17 43 16 44 28 5 10 1
26 132 19 86 30 5 7 44
15 51 13 31 12 35 11 3
45 217 37 235 U8 21 19 106
53 281 43 188 84 9 28 67
42 240 41 76 61 G 8 200
360 181 an 73 -] 3] 8 61
896 3.262 1732 3,106 1,672 338 $ 752 533

! The number of defendants in a.case 15 sometunes inereased by the Depoartment of Jastics over the -
number against whiom prosecution was recemnended by the Commission.  Also nrore than 1 indictment
may result from a single reference, - -

2 See tahle 13 for Lreakdown of pending cases. -

232 of these references as 0 121 proposed defendants were still being processed by the Department of
Justice as of the close of the fiscal year, and also % of the prior years refercnces as to 74 proposed defendants.

1§48 af these cases have been completed as to 1 or more defendants. Convictions have been obtained
in 548 or 8 percent of such cases. Only 81, or 14 percent, of such casps have rosulted in aequittals or dis-
miassals Bs to oll defendants, this includes numeraus eases in which indictments were dismissed witheut
trial becanse of the death of defenndants or for other administrative rensons.  Ses note 5, infra.

¢ Includes 72 defendants who'died alter indictment.

TaplE 26.—A 29-pear swmmary classifying all defendants in oriminal cases
- developed by the Commission—1934 to June 30, 1962 -

v Number ag
- : : ' to whom " | Number ag
Number .| Number Numbher | cases were,| te whom
indicted ,| convicted | acquitted | dismissed ! cases are
! on motion | pending
of U8,
attorneys
Registered broker-dealers 1 (including prin-
cipals of suck lems) oo e oaes 501 265 33 m 92
Employees of such registered broker-dealers. 256 109 17 52 78
Persond in general sccurities business but
nat a3 registered broker-dealers (includes .
principals and employeos)_. [ 816 345 65 263 93
Allothersy o 1,422 503 223 326 270
¢ ) DO, 3,195 1,572 338 752 533

t Includes persons registered at or prior to 1ime of indictment.
7 The persona referred to in this column, while not engaged in a general business in securities, were almost
without exception progecuted for violations of law invelving securitics transactions,
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TABLE 27.~—A 20-yecar summary of all injunction ceses dnstituted by the Commis:
aion, 1934 to'June 80, 1962, by celendar year

Number of cases instituted | Nomber of cases In which
! by the Commission and injunetions were granted
.| ..the ‘mumber of defend- and the number of de-
Calendar Year ‘‘ants involved . fendants gnjoined t
Casea - | Defendants Cases Defendants
7 24 2 4
36 242 17 56
42 116 38 108
90 240 - 01. 211
70 152 73 153
&7 154 81 - 185
40 100 42 9
40 112 36 80
21 73 20 54
19 81 18 2
18 80 14 35
21 74 21 &7
21 45 15 - 3
20 |, 40 20 47
19 44 15 26
25 59 24 55
21 73 26- 71
22 57 17 43
a7 103 18 80
20 41 23 68
22 59 22 62
23 B4 19 43
53 122 42 8%
58 192 32 93
71 408 5L 158
58 206 1 179
90 270 84 222
B4 368 85 arz
47 204 41 105
1,163 3,803 31,036 2,721
BUMMARY '
- Cases | Defendants
Actions Instituted. v o o e e R 1,163 3,808
Injunctions obtained. . ..._. A mm e B 1,010 2, 721
Actions pending_ . .ooeoocioimaaooo et amececmemmeenmee=emmmmmmen 49 3 400
Other dispositions ¢ 104 . 082
B 1,163 3,803

1 These columns show disposition of cases by year of disposition and do not neeessarily reflect the dis-
position of the cases shown as having been jnstituted jn the sumo years,

! Includes 26 cases which were counted twice in this eolymn bccause injunctions ngainst dlﬁemnt defeud-
ants in the same cases . were granted in different vears,

1 Includes 34 defendants 10 13 cases th which injunctions have been obtained ag to 36 coderendauts

-4 Includes {a) actions dismissed (as to 611 defendants); {b) actions discontinued, gbaied, vacated, aban~
doned, stiputated, or settled (as to 55 defendants); () actions in which judgment, was denied (as t0 12 defend-
ants); (d) actlons In which prosecution was stayt.d on st:pu!.ation to discontinue misconduct charged (as to

4 defendonts).
O



