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COMMISSIONERS

Wl.ll.lam L. Cary, Chairman

Chairman Cary was born in Columbus, Qhio, on November 27 1910.
He 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 2 member of Phi
Beta Kappa and Phi Delta Phi. Following admission to the Qhio
bar in 1934, he was associated with a Cleveland law firmn 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 Reorga.mzatmn Division.
He served as s Special Assistant to the Attorney General in the Tax
Division 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 II service
with the U.S. Marine Corps Reserve and the Office of Stra.tegm Serv-
ices in Rumania and Yugoslawa he became a lecturer in finance and
law at the Harvard. Graduate School of Business Administration
(1946—47 ). .From 1947 to 1955, he served as professor of law at
Northwestern University School of Law, except for service as Deputy
Department Counsellor for Procurement, Department of the Army,
during the Korean War, and at Columbia University School of Law
from 1955 to March 1961. He is co-author of several books in the
corporate field, and until his appointment served as special counsel to
a New York law firm. He took office as a member of the Securities
and Exchange Commission on March 27, 1961, for the term expiring
June. 5, 1961. His appointment ‘also covered the succeeding 5-year
term endmg June 5, 1966. e was designated Chalrma,n of the
Commission. o

Byron D. Woodside

Commissioner Woodside was born in Oxford, Pa., in 1908, and is a
resident of Haymarket, Va. He holds degrees of B S. in economics
from the University of 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. XYn 1929 he joined the staff of
the Federal Trade Commission, and in 1933, following the enactment

XIIX



XIv COMMISSIONERS

of the Securities Act of 1933, was assigned to the Securities Division
of that Commission which was charged with the administration of
the Securities Act. Commissioner Woodside transferred to the Securi-
ties and Exchange Commission upon its establishment by the Securities
Exchange Act of 1934. In 1940 he became’ Assistant Director and in
1952 Director of the Division (now Division of Corporation Finance)
regponsible for admlmstermg the registration and reporting provi-
sions of the Securities Act, Securities Exchange Act, the Trust Inden-
ture Act of 1939, and, in part, the Investment Company Act of 1940,
For 14 months commencing in May 1948, lie was on loan to the Depart-
ment of the Army and assigned to duty in Japan as a member of a’
five-man board which reviewed reorganization plans of Japanese
compames under the Occupation’s decartelization program; and be-
ginning in December 1950, he, served 17 months with the National
Security Resources Beoard a,nd later with the Defense Production Ad-
ministration as Assistant Deputy Administrator for Resources Expan-
sion. Ho took office as a member of the Securities and Exchange
Commission on J uly 15, 1960, for the term of office expiring June 5,
1962, and was reappomted eﬁectwe June 5 1962, for the term expiring
June 5, 1967,
Mapuél F. Cohen

Commissioner Cohen was born in Brooklyn N.Y., on October 9,
1912. He holds a B,S. degree in social science from Brooklyn College
of the College of the City of New' York, He rece1ved an LL.B. degree,
cum laude, from Brooklyn Law School of St. Lawrence Un1vers1ty in
1936 and -was elected to the Philonomic Council. He is a member of
the I\ ew York-bar.. In 1933-1934 he served a8 resea,rch essoomte inthe
Twent1eth Century Fund studies of the securltws markets, Cofumis-
sioner. Cohen ]omed the Commlssmn s stafl as an attorney in 1949
after severa,l years in private pra.ctloe, semng ﬁrst in the_ Investment
Company Division and later in the Division of Corporation Fma,noe,
of which he was made Chief Counsel in 1953. He was named Adviser
to the Comrmsmon in 1959 and in 1960 became Director of the Division”
of Gorporatlon Finance. Fle wasawarded a Rockefeller Publi ic Service
Award by the trustees of Princeton University in 1956 and for a period
of 1 year studied the caplta,l markets and the progesses of capital
formatlon and of government and other controls in the pnnc1pal
ﬁnencm,l centers of Western Europe. In 1961, he was appointed a
member of the Council of the Administrative Conference of the United
States and received a Career Service Awerd of the National" Civil
Service League From 1958 to 1962 he was lectitrer in Securities Law
and Reguletmn at the Law School of George Washington University
and he is the author of a number of articles on securities regulation
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published in domestic and foreign professional journals. In 1962,
he received an honorary LL.D. degree from Brooklyn Law School.
He took office as a member of the Commission on October 11, 1961, for
the term expiring June 5, 1963, and was reappointed for the term ex-
piring June 5, 1968,
Jack M, Whitney II

Commissioner Whitney was born in Huntington Beach, Calif.,, on
May 16, 1922. He attended Millsaps College in Jackson, Miss., for
2 years, and Northwestern University School of Commerce, from
which he received a B.S. degree in 1943. From 1943 to 1946, he was
on active duty in the U.S. Naval Reserve, achieving the rank of
Lieutenant (junior grade) in the Supply Corps. He was graduated
from Northwestern University School of Law in 1949 with the degree
of J.D. In law school he was an editor of the law review, and he is
a member of Beta Gamma Sigma and Order of the Coif. Following
graduation he became associated with the Chicago law firm of Bell,
Boyd, Marshall & Lloyd, of which he was & 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
IMPORTANT DEVELOFMENTS DURING THE YEAR

Speclal Study of Sei!l:l‘.l'ltl&i Markets

.- Fiscal year 1963 was a particularly notable one for the Commis-
sion by virtue of the substantial completion of the Special Study of
Securities Markets, which was first undertaken, at the direction‘of .
Congress, in September 1961: The Study’s Report. was' transmitted
to Congress in three segments, on April 3, July 17, and August 8,
1963. As stated by the Commission in transmitting the final segment,
the Report.“is clearly the most thorough examination of the securi-
ties markets since the early 1930s. Size alone is but a poor-measure
of its importance and. achievement.- The Report would have high
usefulness if only for, its. orderly presentation of basic facts.about
the markets. \lore importantly it offers a foundation for regula.tory
and, industry. actions for:a long period to come.” .. -

In its-13 chapters totaling some:3,000 pages,* the Report prcmdes a
detailed catalog of practices mvolved in the operation of the securities
industry and markets, as well as dévelopments and-problems in their
regulation and. self-regulation:-, A brief-summary iof the content of
the Report: will indicate the- breadth of ‘the sub]ect matter re\newed
by the Special Study. .- .-

- Chapter I of the Report after descnblng brleﬂy the purposes and
methods of study and the general nature of Tecommendations arrived
at, sets forth general data highlighting the growth of the securities:
industry,in the postwar period, which was an important reason for
the.Study-and provides the background for many of the subjects ex:
plored. .Chapters IT and: ITI are concerned with the broad range of
persons and business ‘entities engaged in the securities business—
broker-dealers; salesmen, salesmen’s supervisors, and persons engaged
in giving investment advice. " The first of this pair of chapters exam-
ines the standards and controls relating to their entry into and. re:
moval from the business; and the second, their activities and respon-

iThe Report is avallable from the luperintendent of. Ducume_nts. Goverament Pricting
Office, Washington, D.C., sz House Document No. 95 of the 83th Congress, 1st session.
Part JI: $2.28, Part I1: $38.60, Part IXY: 50 cents, Part IV: $3.75. The letters of trans-
mitts] and the Study’s conclusions 4nd specifie recommendutlons are set forth in a summary
volume, Part V: 58 cents, . :

T17-943-~84—2 "1



2 SECURITIES AND EXCHANGE COMMISSION

gsibilities in the course of that business and the related controls.
* Chapter IV deals with primary and secondary distributions of securi-
ties to the public, with particular emphasis on new issues and briefer
review of other specific areas such as the disclosure requirements
of the Securities Act of 1933 and the Securities Exchange Act of
1934, unreglsbered distributions, intrastate offerings, and real estate
securities. -

Chapters V, VI, VII, and VIII extensively explore the functions,
structures, and problems of markets in which securities are traded
after their distribution. Chapter V is a general introduction to this
group of chapters. Chapter VI covers the exchange markets, with
special attention to the most important of these, the New York Stoel
Exchange. The chapter reviews the functions and activities of vari-
ous specialized categories of members, particularly specialists, odd-
lot brokers and dealers, and floor traders, and also -deals with the
subjects of short selling and commission rate structures. Chapter
VII discusses the over-the-counter markets, their vast and heterogene-
ous character, their wholesale and retail components, the quotations
systems, and present controls over all of them. Chapter VIII then
examines various interrelationships among trading markets, includ-
ing patterns of distribution of securities -among exchange and over-
the-counter markets, institutional participation-in various markets,
over-the-counter tradmg in listed - secunt]es, and’ the reglonal ex-
changes ag “dual” and primary markets. ' - AL

-Chapter IX reviews the legal requlrements and standa.rds in'respect’
of reportmg, proxy solicitation and-“insider” tradlng which are ap-
plicable to issuers of securities in public hands, contr&stmg those
relating to securities listed on exchanges with those relating’to over-
the-counter securities' and' emphasizing’ the need for legislation in
the latter area. It also considers problems in the dissemination of
corporate publicity by issuers of' both kinds of securities,- Chapter X'
deals with the purposes, effects, and enforcement of’ securities ‘credit’
and-margin_regulations and' some inconsistencies and:anomalies of
the-present regulatory:pattern, - Chapter XI-is concérned with: car-
tain .aspects: of- -open-end investment .companies - (“mutnal - funds”)
which:are for the most part covered:neither by the recent industry
study ‘conducted by the Wharton School‘of Finance and Commerce
nor by continuing  inquiries of the Commission’s Division ‘of Corpo-"
rate Regu.la,tlon It contains the results of an investor survey and a]so'
spemﬁcnlly treats with selling: practlces, contractual plans,.and certamy
problems in connection with fund portfolio transactions.. Chapter.
XII deals with the self- regulatory pattern which is Ia,rgely unique
to- the securities industry. It evaluates the regulatory functioning
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of the New York:Stock Exchange, the American Stock Exohange,
the principal regional exchanges, the National Association of Securi-
ties- Dealers, Inc. (“NASD”), and certain quam-regulatory agencies,
notes the absence of self-regulatory orgamza.tlons in ‘certain areas,
and assesses the role of the Commission in relation to all of them.

The market break of May 1962 was thought t6 mierit separate
examination as a major market phenomenon, and-also afforded an
opportunity to study certain aspects of the securities markets, al-
ready’ studied under more riormal condi'tions, in the circumstances
of a precipitous decline. The results of this study are set forth in
Chapter XITT, the final chapter of the Report.

The Comm1ss1on s judgment on the state of the securities markets
and their regulation was summarized in its transmittal letter accom-
panying the first segment of the Report: “At the outset we emphesme
that, although many specific recommendations” for improvements in
rules and practices are made in the Report of the Special Study,
the report demonstrates that neither the fundamentdl structure of
the securities markets nor of the regulatory pattern of the securities
acts requires dramatic reconstruction. ... At the same time the
Report makes very clear that 1mporteut problems do exmt, grave
abuses do occur, and addltlonal controle a,nd u:nprovements are much
needed.”

The Report points up many shortcomings in investor protection,
of various kihds and degrees, and makes 175 specific reoommendatlons
for their correction. In transmitting the. Report to: Congress, ‘the
Commission stated that “we do not embrace-every recommendation as
our own, but we do accept them as a sound point’ of /departure for
proposals to the Congress, for rule-making by the Commission ‘and
by the self-regulatory agencies, and for discussions.:with the in-’
dustry.” - The Commmission’s letters of April 19, and July 23, 1963, to
Chairman Oren Harris of the House Interstate and Foreign Commerce
Committes and Chairman A. Willis Robertson of the Senate Bank-,
ing and Currency, Committee, and its transmittal Jetter to Congress
of August 8, 1963, stated the Commission's response to each of the.
Study’s recommendatlons

As stated, the Study Report is a basic 1nformet10nal document
Among other things, it deseribes for the first time, in an organized -and
complete fashion, the operation of the current over-the-counter market,
and the irapact of the New York Stock Exchange minimum commis-
sion rate sehedule on the secumtles markets. In addltlon, the Report_
provides an, over-all review of theé opération of self-regulation. - .

Secondly, the Study and its Report have been and will be a spring-
board for both industry and regulatory action. The Study’s impact
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has already been felt in many ways. Even while still in progress, it
stimulated an extensive self-examination by various segments of the
securities mdustry, most notably the self-regulatory agencles Asa
result, these agencies have made a number of improvements in rules
and practices, which may be in whole or part attributed to the Study.
Thus, the American Stock Exchange followed up its reorganization,
as reported in last year’s annual report, by a number of beneficial
changes. It substituted a staff system for the self-perpetuating
standing committees of Exchange members, substantially angmented
its staff and adopted higher listing and delisting standards. The Ex-
change also took disciplinary. action against various members and
allied members whose activities had been discussed, in-the J anuary
1962 staff report on the Exchange, In sum, the Exchange has now in-
stituted a responsuble regulatory system as a basis for meeting its
obligations under the Securities Exchange Act. The New York Stock
Exchange has slso made 2 substantial number of SIgnlﬁcent improve-
ments. Quehﬁcatmn standards apphcable to various classes of mem-
bers- and. member-ﬁrm _employees were raised. The ‘rules covermg
market letters were strengthened and the prooedures for review of
these letters by the Exehange were improved. . The Exchange stafl
was 1ncreased to strengthen the capacity for self-regulation. The
NASD also increased its staff and ‘expanded its surveillance activities.
1t is now undertaking a complete review. of its.by-laws, rules, and or-
ganizational structure, which is expected to result in more effective or-
ganization and operation,

- The second result of the Special Study Report has been the Com-
mission’s- legislative program, submitted to Congress in June 1963.2
Following hearings before a subcommittes of the Senate Banking and
Currency Committee on a bill embodying the Commission’s proposals,
during which the broad purposes of the legislative program were
strongly endorsed by all segments of the securities industry, the
bill was passed by the Senate on July 30,1968. As of December 1963,
hearings had beén held by a subcommittes of the Comnmittee on Inter-
state and Foreign Commerce of the House of Representatives on the
two bills introduced in the House of Representatives.

" 2The Commission’s propesals were submitted to the Committee on Banking and Currency
of the Benate and the Committee on Interstate and Forelgn Commerce of the House of
Representatives. On June 4, 1983, three identical bills embodying the Commission’s pro-
posaly were Introduced in the Congress. S. 1842 wag Introduced (by request) {n the Senate
by Senator A. Willls Rohertson, Chairman of the Senate Committee on Banking and Cur-
reoncy ; HLR. 6789 was Introduced in the House of Representatives by Representatlve Oren
Harrls, Chalrman of the Committee on Interstate and Forelgn Commerce, House of Rep-
regentatives, and H.R. 6793 wag introduced by Representative Harley 0. Btaggers, Chair-
man of the Subcommittee on Commerce and Finance of the Committee on Interstate and
F‘orengn Commerce, Hovse of Representatives.
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The proposed legislation, in its broadest terms, has two major pur-
poses. The first is to improve investor protection in the over-the-
counter market, primarily by extending to investors in over-the-
counter securities the fundamental protections whith under existing
legislation are generally afforded only to investors in securities listed
on an exchange. Briefly, these protections are as follows: A com-
pany listing its securities on an exchange must file a registration
statement containing material information regarding its business 'and
must keep such information current by periodic reports; security-
holders whose votes are solicited must be furnished with a proxy
-statement, which must contain adequate and accurate information ; and
corporate “insiders” must report their securities transactions and are
liable to the company for short-swing trading profits. The proposed
legislation would extend these protections to investors in over-the-
counter companies having more than 750 shareholders (500 share-
holders at a subsequent date) and more than $1 million in assets. The
second purpose of the proposed legislation is to strengthen qualifica-
tion standards for entrance into the securities business and controls
over those already in that business, again with emphasis on the over-
the-counter market. The principal proposed changes in ‘this area
would include the following: All over-the-counter broker or dealer
firms would be required to be members of a registered securities as-
sociation, in order to bring them within the self-regulatory scheme.
Régistered securities associations would be tequired to adopt rules,
subject to Commission approval, establishing standards of training,
experience and competence for members and their employees and to
establish capital requirements for members, In addition, the rigidity
of the present statutory scheme for disciplining violators, which does
not provide for direct Commission action against individual wrong-
doers connected with a broker or dealer, or expressly authorize the
Commission t6 impose useful intermediate sanctions aga.mst a regis-
tered firm short of revoking its registration, would be removed by
permitting action against the individual in lien of proceeding against
the entire firm, and by a'ut_horizing the impoéitién of ‘intermediate
sanctions such as temporary suspension or censure. The authority of
a national securities association to act dlrectly agamst oifendmg n-
dividuals would also be clarified.

A major part of the Study S recommendanons gan be implemented
under ex1st1ng legislation; through ‘the rule—ma,kmg powers of the
Commission or the self-regulatory agencies. At 'thé present time, the
Commission and ‘the industry are actively engaged in considering the
Study’s récommendations and analyzing the problems’ discussed by the
Study Report. - Be¢ause of the vast number of Técommenditions, the
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Commission has thought it necessary to select out certain priority items
which will be given first attention. To this end, the recommendations
have been divided into two main groups.. The ﬁrst those of particular
concern to specific self-regulatory agencies, have been taken up with
the affected exchange or the NASD and agreement has been reached
on the subjects to be given first attention. Thus, in the exchange area,
priority designation has heen given to the proposwls relating to odd-lot
dealers, floor traders,. speclahsts and automation. Further, the Com-
mission and the NASD are giving first priority in the over-the-counter
market to the quotation systems, the “markup” policy, execntion of
retail transactions and the strengthening of the orgamzatlon and struc-
ture of the NASD itself.

The other major group of recommendatlons are those of concern
to the securities industry as a whole, tmnscendlng the particular in-
terest of any one self- -regulatory agency. These have already been
discussed with the members of the Industry Advisory Committee. The
Commlttee is demgnatlng appropmate subcomm1ttees to conmder such
vital matters as selling practices, the establishment of minimum capital
requirements, and rules relating to the conduct of those who distribute
securltles .

. The pmorlty groups mclude those matters which in the Commission’s
opmlon warrant, immediate attention.. As a practical matter, not all
175 specific recommendatlons can be implemented 1mmedmtely and
mmultaneously ‘But those recommendations not receiving -first
priority are being neither discarded nor neglected. A considerahle
amount.of work has already been done on a number of them ; it is ex-
pected that in a reasonable period of time they, will all recewe full
attention and actlon by the Commlsswn and its staff.

The Commlsswn has taken steps to reorganize its personnel, for the
1mplementatmn of the Study s recommendations. ‘Thus, a new Office
of Program Planmng was created, with the.initial, task of assisting
and, .advising the Commission with respect to the 1mplementatmn pro-
gram.  The, Dlvlsmn of. Tradmg and Exchanges was renamed the
Dlwsmn of Tra,dlng and Markets and was reorganized. Many of the
Special Study’s personnel have been assigned to these units, as well
as to other staff offices, and they are playmg an important role i in the
1mplementat10n program,

-The Special Study recommended that the Commlssmn more fully
exerclse its powers of overs1ght and supervision over the self-regula-
tory Aagencies. Accordmgly, a new office within the Division of Trad-
ing.and Markets, the Office of Regulatmn has ‘been. created .and
asmgned the general responmblhty of overseeing the operations of
the self-regulatory agencies. - At the same time, the Commission has
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strengthened and instituted important oversight programs, including
an increased schedule of examinations of the exchanges and of the
NASD and in general secumng more ' information ; about, their
operations. ©

As has been noted the securities 1ndustry and the various self-
regulatory agencies ha?'e already taken many important and sig-
nificant steps which should have the effect of raising investor pro-
tection. The Commission itself has issued a proposed rule, based on
the -Study’s. recommendstions, which would require financial state-
ments in annual reports transmitted to stockholders not to be ma-
‘terially misleading in light of the reports filed -with the Commission,
and, as of December 1963, consideration was being given to other
possible proposed rules. Furthermore, out. of the very intensive
and active scrutiny, and examination of rules and practices stimulated
by the Special Study Report and now being condueted by the, Com-
misgion, the self-regulatory agencies and the securities industry it-
self, it can be anticipated.that:many additional important changes
in rules and practices can be adopted, which-will contribute to the
improvement of investor protection.
Enforcement Activity

As described in more detail in other parts of this report, the Com-
mission continued ‘to pursue a vigorous enforcement program during
the fiscal year in an effort to combat fraudulent and other illegal
practices in securities transactions. The Commlssmn, a8 in the past,
took action on all available frontsm01v1] criminal and’ administrative.
Thus, 121 injunction or related court enforcement “proceedings were
institued’ by the'Cominission ‘during the year, & la.rger number than
in any previous yeéar.””Six hundred and twenty‘two 1nvest1gat10ns of
sécurities transactions involving possible violations'of the anti- fraud
or other provisions of the. securities atis were instituted. Forty nine
¢ases were referred to the Department of Justide for criminal prose—
cution. A strlkmg examp]e of the complenty which criminal calses
in this field’ may assumé, and the extent of the 1nvest1gat1ve work which
must necessarily précede thé actial prosecutlon of ‘such cases, ig pre:
sented by United States v. Garfield, in which, after the longest trial
in the history of Federal criminal prbsécutit)ns‘ {some 11 months),
the defendantsg, were convicted in February 1963, of manipulating the
market.price of the common stock of: United,Dye and Chemieal Cor-
poration and: fraudulently distributing. unregistered shares of such
stock,, throuorh “boiler-rooms,” . At the- conclusion :of -the trial, the
]udge commente_d that “therg never'wgls acase,that, was.proved.to the
hilt the way this case was proved.” ;. He commended two members of
the: Commission’s staff for their,investigative efforts; stating: that it

-
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is-evident that they performed Herculean labors by way of mvestlga—
tion and ferreting-out the facts.” ~

During the year 1,534 broker-dealer inspections were conducted,
and broker-dealer registrations were revoked in 75 cases. Inspections
were completed with respect to 219 investment advisers, and 5 invest-
ment adviser registrations were revoked. Examinations or investi-
gations were initiated in 20 cases to determine whether stop order pro-
ceedings should be brought with respect to registration statements
filed under the Securities Act of 1933, and investigations were insti-
tuted in 19 cases to determine whether other information filed with
the Commission was accurate and adequate. Orders which sus'pended
the exemption from registration provided for small security issues
were issued in 53 instances:

The fiscal year also saw a further increass in the Commission’s in-
speetlon program under the Investment Company Act of 1940. Dur-
ing the year, 84 inspections of investment companiés werd completed
as compared to a total of 165 inspections conducted in all prior yeats
since the inception of the program in 1957, and 52 inspections during
the 1962 fiscal year. Chiefly as & result of information obtained
through inspections, 29 investigations were commenced, and 9 civil ac-
tions were instituted. The inspection and 1nvest1gatlon program pro-
duced rather dramatic results in.certain instances interms of tanglble-
benefits to Jinvestment companies or their shereholders In one.in-
stance, where it. appeared that an investment eompa,ny ’s 1nvestment
adv1ser, a :broker- -dealer, had taken 1 1mproper brokerage commissions
in executing securities transactmns for the company, a settlement was
agreed upon which will result in the return of more than $200,000 to the
company., .In another instance, where an inspection and 1nvest1get10n
revealed that promoters had used a company and its wholly-owned
submdmry, a registered 1nvestment company, as a means of financing
other corporations controlled by them, and had committed numerous
violations of the Securities-Act of 1933 and the Investment Company
Act of-1940, the Commission’s sta,ﬂ:' negotlated a settlement which
provided, among other thmgs, for a return of about $250, 000 to public
shareholders.

Registration of New Security Offerings

Continuing the trend set since the severe market'bréak 'of May 1962,
fiscal year ‘1963 saw a considerable reductlon, by contrsst w1th
- recent years, in the numbet of: registration statements filed under the
Securities Act of 1933 for public offerings of securities. A'total of
1,159 statements was filed during thé year, représenting a dollar’ amount
of $14.7 billion. "The lower number of filings endbled the COITIH’IIS-
sion’s staff to reduce the processing period sibstantially. The median
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number of days elapsing from the date of filing to the date of the staff’s
letter of comment, with respect to registration statements which became
effective during the year (excluding certain investment company fil-
ings), was 27 during the 1963 fiscal year as compared with 57 days in
the preceding year. A total of 1,157 statements in the amount of
$14.8 billion became effective during the year. The chart below por-
trays the dollar volume and number of registrations with respect to
securities which became registered during the fiscal years 1935
through 1963.

SECURITIES EFFECTIVELY REGISTERED WITH S.E.C.
DOLLARS BILLIONS 1935 — 1963

20
DOLLAR VOLUME
16

a

HUNDREDS
20 I

NUMBER OF REGISTRATIONS

1935 40 45 50 55 60

(Fiscal Years)




PART 11
LEGISLATIVE ACTIVITIES

The Commission’s major activity relating to legislation during the
fiscal year 1963, namely, the preparation and submission of its legis-
lative program based on the recommendations of the Special Study of
Securities Markets, has already been discussed in some detail in the
preceding part of this report.

Additionally, Chairman Cary testified before Subcommittee No. 2
of the Committes on the District of Columbia, House of Representa-
tives, in favor of H.R. 4200, a bill to provide for the regulation of the
business of selling securities in the District of Columbia and for the
licensing of persons engaged in that business. Chairman Cary also
appeared before the Legal and Monetary Affairs Subcommittee of the
Committes on Government Operations, House of Representatives, to
discuss the relation of the Federal securities laws to certain aspects of
the Comptroller of the Currency’s revised Regulation 9, particularly
the expansion, as contemplated by that regulation, of the power of
national banks to commingle funds for investment management and
the relation of the Federal securities laws to the provisicns of the Self
Employed Individuals Tax Retirement Act of 1962. In addition,
Chairman Cary discussed the problem of the exploitation of elderly
citizens in securities {ransactions and the Commission’s responsibility
in that area in hearings before the Special Committee on Aging, United
States Senate. Commissioner Cohen testified before the Subcommittee
on Administrative Practice and Procedure of the Senate Committes
on the Judiciary with respect to S. 1664, a bill to establish a Permanent
Administrative Conference.

During the fiscal year the Commission and its staff analyzed or
commented on 49 bills and other legislative matters referred by various
committees of the Senate and House of Representatives and the Bureau
of the Budget.

10



PART HI

REVISION OF RULES REGULATIONS, AND FORMS

As previcusly noted, the Report of the Specml Study of Securities
Markets reoommended, among other things, changes in the Commis-
sion’s rules ip various areas. Even aside from the Special Study
and its implementation, the Commission maintains a continuing pro-
gram of reviewing its rules, regulations and forms in order to deter-
mine whether any changes are appropriate in the light of changing
conditions, methods and procedures in business and .in the financial
practices of business, and in the light of the experience gained.in the
administration of the statutes administered by it.  ‘Certain members
of the staff are specifically assigned to this task, but changes are
also suggested, from time to time, by other members-of: the:staff who
are engaged in the examination of material filed with the Commis-
sion, and by persons-outside of the Commission who are subject:to
the Commission’s requirements or who have occasion to work with
those requirements in a professional capacity such as underwriters,
attorneys and- accountants: With a few exceptions provided for by
the Administrative. Procedure Act, proposed new- rules, regulations
and forms and proposed changes in existing rules, regulations and
forms are published in preliminary form for the purpose of obtaining
the views and comments of interested persons, including issuers and
various industry groups. These views and. comments are carefully
reviewed by the staff and by the Commission and are very. helpful
in revealing the manner in which propoaed cha.nges will operate.*

Durmg the 1963’ fiscal year, the Cominission made a_number of
changes in its ru.les, regulations and forms, and published in pre-
liminary form various proposed changes. The changes made during -
the year and those pendmg at the end ‘of the  year are descmbed below

-:*The rules and regulations of the Commission are publighed'in the Code of Federal
Regnlations, the rules adopted under the various Acts administered by the Commission
appearing in the followlng parts 'of Title 17 of that Code ‘
Securities Act of 1933, pt. 230, , '

Securities Exchange Act of 1934 pt. ‘249, "

FPuoblie  Otllity Holding Company Act of 1935, _pt. 280.
Trust Indenture Act of 1838, pt. 260.

Investment Company Aect of 1940, pt. 270.

Investment Advisers Act of 1940, pt. 275.

.11
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THE SECURITIES ACT OF 1933
Proposed Rule 156

During the fiscal year the Commission invited public comments on
a proposed rule relating to transactions involving certain group an-
nuity contracts.2 The proposed rule, to be designated Rule 156,
would define as “transactions by an issuer not invelving any public
offering” in-Section 4(1) -of the Securities Act, transactions which
are exempted from the Invesfment Company Act of 1940 by Rule
3¢-3 under that Act. Rule 3¢c-3, which was recently adopted, exempts
from the provisions of the Investment Company Act transactions by
any- insurance company with respect to certain. group annuity con-
tracts providing for the administration: of funds held by such com-
pany in separate accounts established and maintained pursuant to
state law. It has been represented to the Commission that these eon-
tracts are individually negotiated with employers who:are able to
fend for themselves. The proposed new rule provides that trans-
actions of the character referred to therein shall come within the rule
only if the-transaction is not solicited by advertising which, insofar
as it relates to-a separate account group annuity contract, does more
than identify the-insurance company, state that it is engaged in the
business of writihg separate account contracts-and invite inquiries in
regard thereto. The rule provides, however, that-disclosure in the
course of direct discussion or negotiation of such contracts would not
be prohibited. The proposed rule would provide an exemption only
from the provisions of Section 5 of the ‘Act and would not, therefore,
afford any. exemption from the anti-fraud prov151ons of the Act.®
Proposed "Rules A402A and 44-0 ' '
~ The C‘ommlssu)n announced that it has under con51derat10n two
proposed new rules relating to the registration of secuntles by foreign
issuers other than foreign governments.*

Section 6(a) of the Securltles Act reqmres that where a reglstrant
is a forelgn or. territorial person, the regjstratlon statemeént shall be
signed by its duly -authorized representative in the United . States.
This 31gnature is in addltlon to the signatures required where the
registrant is a domestic issuer. Under Section 11 of the Act, an au-
thorized representative: may-. be liable to persons- purchasing the se-
ciirities offered pursiiant to the tegistration stitement. In order for
this provision to operate eﬂ'ectwely for the protection of investors,

2 Securltdes Act Release No. 4598 (April 18, 1963}, :

*Rule 158 was adopted shortly after the end 01' the ﬁacul year See Securllles Act
Release No, 4827 (August 1, 1963).

¢ Securitles Act Release Ni. 4511 (July 16, 1962) ; Secuﬂtles Act Relsase No. 4524
{Abpust 10, 1862),
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it is essential that the authorized representative bé a person having a
reasonable degree of responsibility: In the past, efforts have been
made to meet the requirement that the registration statement be 51gned
by an authorized representative in the United States by organizing a
dummy corporation solely for that purpose. Other devices may’
similarly be used to evade the intent and purpose of the fequirement.
The proposed new Rule 402A would require that where the registrant
is a foreign person other than a foreign' government, the authorized
representatlve in the United States shall meet certain qualifications
designed to insure that there will be in this country a person against
whom investors may have recourse in appropriate cases.

The proposed new Rule 440 would require that where the registrant,
any of its directors or officers, any selling security holder or any
underwriter is a nonresident (other than a foreign government or a
political ‘subdivision thereof), it shall furnish to the Commission : a
consent and power of attorney authorizing the Comntussmn to accept
service of process in connection with civil actions arlsmg out of the
offering or sale of the registered securities. The purposeof this rule
is to make it easier for purchasers of the’ reglstered securities to obtain
service of process upon foreign issuers and their insiders in connection
with civil actions instituted in the courts in this country.”

The proposed riles were still under consideration at the close of the
year. -
Adoption of Reviged Form S—B

During the fiscal year the Commission adopted certain amendments,
to Form S-8 which is the form authorized for use in registering se-
curities. under the Securities Act to be offered pursuantto certain
stock purchase; savings or similar.plans, dnd for registering the inter-
ests in such -plans where such registration is required.”” In addition
to certain changes designed to simplify and clarify the form in cer-
tain respects, Form S-8 was amplified to permit use of the form for
securities other than “equity” securities and for secumtles to be offered
pursuant to restncted stock optlons. -

THE SECURITIES EXCHANGE ACT OF - 1934-
Proposed Amendments to Rule 3a12-3 . e
Rule 3a12-3 exempts the securities of’ certam foreign issuers from
the operation of Sections 14(a) and 16 of the Securities Exchange
Act. During the fiscal year, the Commission announced that it has
under consideration certdin proposed amendments to Rule 3a12-3

© Securitles Act Release No. 4533 (Angust 30, 1962). See 23th Annual Report, p. 12.
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and invited public comments.®, The rule, as amended, would. provide
that no exemptlon is a,valla,ble for votmg trust oertlﬁca.tes where the
voting trustee is or, if there i is more than one, at least one-half of:the
voting trustees are citizens or residents of the United States, or if
any person or persons controlling such voting trustee or trustees are
citizens or residents of the United States.. -

A further amendment of the rule would take out of the exemptlon
from Sectlons 14(a) and 16 of the Act certain issuers organized in a
foreign country. . These would include (?) companies which have their
principal executive offices in the:United States and which have a sub-
stantial portion of their assets in, or-derive a substantial portion of
their gross revenues from sources in, the United States; (#) com-
panies which have:the major portion of their assets in, or derive the
major portion of their gross revenues from sources in, the United
States; (4i{) companies the majority. of whose directors, are citizens
or residents of the United States; and.(év) companies more than 50
percent of Whose votlng securltles are, owned by residents of - the
United States. . '

Thls matter was pendmg at the end of the fical year

Aduptlon of Rule lOb—9
There have been instances where persons distributing securities have

represented that. such secur1t1es wers bemg oftered on an “all-or-none”
basis when, because of amblgmtles in the contractual arrangement,
it was not clear whether the conditions for a completed offering would
be met if persons were found who agreed to purchase 21l of the se-
curities within the spemﬁed tlme, but the underwriter did not succeed
in collecting:the purchase price for all’of the securities, - Rule 10b-9
was adopted to deal with this type of situation.. The rule makes it a.
“manipulative:or deceptive device or contrivance,” as used in Section
10(b) of the Act, for any person, in connection with the offer or.sale
of a security, to make:any representation to the effect that the: securlty
is being offered or sold on an “all-or-none” basis, unless the security is.
part of an offering being made on the condition that all or a specified
amount of the purchase price will be promptly refunded to the pur-
chaser if all of the securities being offered are not sold at a specified
price within a specified time and the total amount due to the seller is
not received by him by a specified date. The rule would also prohibit.
a representation to the effect that the security is being offered or sold
on any other basis under which all or part of the amount paid will be
refunded to the purchaser if all or part of the securities are not sold,
unless the securlty is pa,rt of an oﬁermg bemg made on the condltlon

< Beeurities Fixchange Act Release No. 3912 (Octaher 11, 1962} Hecurmea Exchauge Act
Relense No. 6930 (November 8§, 1082).
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that. all or a specified. part of the amount paid will be promptly re-
funded if a specified number of units are not sold:at a specified price
within a specified time and the total amount due to the seller is not
received by him by a specified date.”
Proposed Ruole 10b-10 :

During the fiscal year, the Commlssmn invited pubhc ¢omrnents on
a proposed rule relating to- represantatlons ‘concerning ‘the sale or
redemption of certain securities.* "The proposed rule, to be designated:
Rule 10b-10, would provide that-it shall constitute a manipulative or
deceptive device or contrivance within the meéaning of Section 10(b)
of the Act for any person, in connectlon with the offering or sale of any
equity securl‘ty, to make any representatlon t6 the effect that (1) the
offering price of such security is based upon and varies with thée current
valuéof its proportlonate share of the assets of the issuer; or (2) sitch
Securlty is oriwill be redeemable at the option of the holder at 2 prlce
which is based upon and variés with the current valie of such pro-
portionate share, uriless substantially all of the assets of the issuer
consist of cash, cash items and securities (other than mortgages and’
other liens on and interests in real estaté) for which market quotations
are readily availablé and which are readily nmiarketable: ‘

This matter has become of particular interest in connection: with
proposals by certain real estate investment companies to offer redeem-
able. securities. However, the proposed rule.as drafted. would apply
to.any. company seeking to.offer securities:in the mannerior of the
character described in the rule. One purpose of the rule.is to prohibit
the offering of securities on the basis of the value of their proportionate
share-of theiassets of the company in- cases where. the nature of the
company’s assets is.such that it is impossible to determine their value
with-sufficient precision to.compute the offering price. of the securities:
on that basis. The rule would also prohibit the offering of securities
of a company as “redeemable’ securities when the.assets of the com-
pany aresuch thet their value cannot be precisely determined “for the
purpose of redemptlon and are not sufficiently liquid to.make possible
their conversion into cash for.the.purpose of redeeming the securities:

A number.of comments were received in regard-to the proposed rule

and the rule was being considered in the light of such.comments at the’
end of the fiscal year. :
Proposed Amendments to Rules 13a~15 and 15d-15 and Form 7—K

Rules 13a-15 and 15d——15 require certain real estate:companies to.
file with the Commission pursuant to Sections 13 and’ 15(d) -of the
Securities Exchange Act quarterly reports with respect to -distribu-

7 Becurities Exchange Act Release No. 6905 (Qctober 3, 1062). .
& Securities Bxchange Act Release No, 6874 (August 13, 1982), ,
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tions ‘to ‘shareholders.” Form 7-K is the form prescribed for such
reports. - At the time of adoption of these rules and form, the Commis-
gion announced that it would consider all views dnd comrents sub-
mitted with respect thereto by interested persons and would make such
changes, if any, as it might deem necessary or appropriate in the light
of such. views and comments.® Accordingly, after consideration of a
number of comments submitted by interested persons, the Commission,
during the fiscal year, invited public comments on certain proposed
amendments to Rules 13a—15 and 15d-15 and Form 7-K.** -

The rules as proposed to be amended would require the filing of.
quarterly reports on Form 7-K by resl estate investment trusts and
by rteal estate companies which as a matter, of policy or practice
make distributions to shareholders from sources other than current
or retained earnings. Other real estate companies would be required
Lo file reports with raspect to quarters in which a distribution is made
from a source other than current.or retained earnings.. It is proposed
to amend. Form T-K to eliminate the two-column, reporting now re-
quired and to clarify the language of the items of the form so as to
simplify the preparation and filing of the required reports.

This matter was pending at the close of-the fiscal year.

Adoption of Rule 15d-21 and Form 11-K; Amendment to Form 10-K '

During the fiscal year, the Commission adopted regulations govern-
ing the'filing of annual reports; pursuant to Section 15(d)-of the-Secu-
rities Exchange Act of 1934, relatmg to emp]oyee stock ‘purchase,
savings and similar plans.

A new Form 11-K was-adopted for use in filing-annual reports with
respect to'such plans:. “A new Rule 15d-21 ‘provides that separate
annual and other reports need not be filed-with respect to any plan’if
the issuer of the stock or'othér securitiés offered to employees through
the plan files annual reports on Form 10-K or U5S and s a part of
such reports furnishes the information,’ financial statenients and ex-
hibits required by Fornmi11-K and if it furnishes to the Commission
copies of any annual report submitted to employees in regard-to-the
plan. A new general instruction was added to Form 10-K which
specifies the procedure: to be: followed where an issuer ‘elects to file
information and documents pursuant to Rule 15d-21.7 .

Proposed Rule 16h-9 A

Section 16(b) of the Securities Exchange Act provides for the recov-
ery, by or on behalf of the issuer of equity securities registered on a
national securities exchange, of short term trading proﬁts-réa,lized by

8 Securities Exchange Act Release No. 8820 {June 12, 19682),

0 Saenrities Exchange Act Release No. 7077 (May 16, 1963). )
U Becurities Exchange Act Relense No, 6857 (July 23, 1982).
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divectors, officers and principal sceurity holders of the issuer. The
Commission is authorized to exempt from Section 16(b) transactions
not comprehended within the purpose of that Section, During the
fiscal year, the Commission invited public comments on a proposed new
Rule 16b—9 which would exempt from the operation of Section 16(b)
certain acquisitions of shares of stock in exchange for similar shares
of stock of the same issuer.?

The ploposed rule would exempt any adquisition of shares of stock
of an issuer in exchange for an equal number of shares of another class
of stock of the same issner pursuant to a right of conversion under the
terms of the issuer’s certificate of incorporation, for the purpose or in
contemplation of a public sule which in fact occurs. The exeniption
would be available only if the shares surrendered and those acquired in
exchange therefor evidence the same rights and privileges except that
the shares surrendered may, in the discretion of the board of dirvectors,
receive a lesser cash dividend than -the shares for which they are ex-
changed. The exeémption would be further conditioned upon there
being no other acquisitions of securities of either class within 6 months
before or after the exempted transaction. The exemption would apply
to any such acquisition occurring either before or after the effective
date of the rule, except that it would not affect judgments rendered
prior to the effective date.'®
Proposed Amendments to Form 8-K

Form 8-K is the form prescribed for current reports filed pursuant
to Sections 13 and 15{d) of the Securities Exchange Act. During
the 1962 fiscal year, the Commission announced that it had under
consideration certain proposed amendments to the form and invited
public comments.** The amendments are designed to require prompt
reporting of material changes affecting a company or its affairs when
it appears that they are of such importance that reporting should not
be deferred to the end of the company’s fiscal year. The amendments
relate to matters such as the pledging of securities of the issuer or its
affiliates under such circumstincés that' a default will result in a
change in control of the issuer, changes in the board of directors other-
wise than by stockholder action, the- acqulsrtlon or disposition of sig-
nificant amounts of assets otherwise than in.the ordinary conrse of
busmess, interests of management 4nd others in' certain transactions,
and thé issuance’ of debt securities by ‘subsidiaries.” This matter was
still under consideration at‘the close'of the year.’

1 Securitles Exchange Act Release No. 7058 (April 11, '1‘963I) I L

1 The proposed rule was zdopted shortly after the end of the fiscal year. “See Securitiés

Exchange Act Release No.- 7118 (Augist 19, 1963). "
4 Securities Exchange Act Release No. 6770 (April 3, 1962}

717-943—84—3
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THE INVESTMENT COMPANY ACT OF 1940
Adoption of Rule 3c-3

During the fiscal year, the Commlssmn adopted a new Rule 3(:—3 18
The rule exempts from the provisions of the Act transactions of in-
surance companies with respect to certain group annuity contracts
providing for the administration of funds held by an insurance com-
pany in a separate account established and maintained pursuant to
legislation which permits the income, gains and losses, whether or not
renlized, from assets allocated to such account to be credited to or
charged against such account without regard to other income, ga.lns
or losses of the insurance company.

It is contemplated that employers would make payments to such
accounts as a means of accumulating the funds required to discharge
their obligations under pension plans to provide their employees with
annuities in fixed-dollar amounts upon their retirement. It is also
contemplated that the assets allocated to such a special account would
be invested free of the nsual restrictions applicable to investment by
insurance companies in common stocks. Under the type of pension
contract which would utilize such special accounts, the risk of market
fluctuation of equities occurs only during the accumulation period and
is on the employer. The annuity which will be provided for a retired
employee is not affected by market fluctuations. '

Although the insurance companies may not: be acting as trustees,
the arrangements for utilization by employers of such-special accounts
maintained by insurance companies would be similar to arrangements
excepted from the definition of investment company pursuant to Sec-
tion 8(c) (13) of the Act, relating to agcounts maintained by. bank
trustees for the investment of funds which, employers have.set aside
to meet their obligations under qualified penswn plans.

.The exemption provided by the rule is available only if the
following requirements are met: the pension plan.must meet the
qualification requirements of Section 401 of the Internal Revenue
Code or the requirements for deduction of the employer’s contribution
under Section 404(a) (2) of the Code whether or.not the employer
deducts the amounts paid for the contract under such Section; must
cover at least 25 employees as of the plan’s initiation date; must not
provide for payment of retirement benefits measured by the invest-
ment results of the assets allocated to the segregated acecount ; and must
not permit the allocation to the separate account of any payment or
contribution by employees.

% Ipvestment Company Act Release No, 3608 (January 7, 196B).
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Amendment of Rule 30d4-1

The Commission also adopted certain amendments to Rule 30d-1
under the Investment Company Act of 19402¢ This rule relates to
reports reguired to be furnished to stockholders of management
companies pursuant to Section 30(d) of the Act.

Paragraph (a) of the rule previously required the first report of
a registered management company to be made as of a date not later
than the close of the fiscal year or half-year first occurring on or after
December 31, 1940. Since that date no longer has any ‘significance,
this provision has beer amended to provide that the first such report
shall be made as of a date not later than the close of the fiscal year
or half—year first occurring on or after the date on which the com-
pany’s notification of reglstratmn under the Act is filed with the
Commission.

Another amendment to paragraph {a) provides that, with certain
exceptions, reports shall be mailed to stockholders within 45 days
(rather than within 30 days, as previously required) after the date as
of which the report ismade. The procedure for securing an extension
of time in certain cases has also been simplified. |

Paragraph (b) of the rule has been amended to provide expressly
that the finaneial statements included in such reports for the com-
pany’s fiscal year shall be certified by independent public account-
ants. ‘The rule has been consistently construed to require such cer-
tification and the amendment merely makes the requirement explicit.

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

Rules 31a-1 and 31a—2, which relate to.the records to be maintained
and preserved by reglstered investment companies, certain majority-
owred subsidiaries, and other persons having transactions with regis-
tered investment companies, were amended during the fiscal year'to
prescribe with greater specificity and detail the records of securities
transactions required to be kept, and to require the keeping of certain
memoranda and documents not previously .required” At the same
time, a new Rule 31a~3 was adopted, which sets forth certain require-
ments in circumstances where the records specified in Rules 31a—1 and
31a—2 are prepared or maintained by others on behalf of the person

required to maintain them.

1¢ Investment Company Act Relense No. 35374 (November 16, 1962).
1 Invegtment Company Act Release No. 38678 (November 28, 1982).



PART IV
ADMINISTRATION OF THE SECURITIES ACT OF 1933

The Securities Act of 1933 is primarily a disclosure statute designed
to provide investors with material facts concerning securities
publicly offered for sale by an issuing company or any person in a
control relationship to such company by the use of the mails or
instrumentalities of interstate commerce, and to prevent misrepre-
sentation, deceit, or other fraudulent practices in the sale of securities
generally.” Disclosure is obtained by requiring the. issuer of such
securities to'file with the Clommission a registration statenent which.
includes & prospectus containing significant financial and other
information about the issuer and the offering. The registration state-
ment is available for public inspection as soon as it is filed. Although
the securities may be offered after the registration statement is
filed, sales may not be made until the registration statement has be-
come “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 aunthority to
control the nature or quality of a security to be offered for public
sale or to pass upon its merits or the terms of .its distribution. Its
action in permitting a registration statement to become effective does
not, constitute approval of the securities, and any representation to
a prospective purchaser of securities to the contrary is made unlawful
by Section 23 of the Act. ' '

DESCRIPTION OF . THE: REGISTRATION; FROCESS

Registration Siatement and Prospecius ./

" Registration -of any security- proposed to.be publicly offered may
bie effected by filing with the Commission s registration staternent.
on the applicable form containing the prescribed’ disclosure. “:Gen-
erally speaking, when a registration. statement relates to a Security
issued by a corporation- or other: prlvmte issuer, it must contain the
information, and be accompanied by the documents, specified in
Schedule A of the Act; when it relates to a security issued by
a foreign government, the material specified in Schedule B must be
supplied. Both schedules specify in considerable detail the disclosure

20
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which should be made available to an investor in order that he may
make a realistic appraisal of the company and the securities and
thus exercise an informed judgment whether to buy the security. In
addition, the Act provides flexibility in its administration by em-
powering the Commission to classify issues, issuers and prospectuses,
to prescribe appropriate forms, and to increase, or in certain instances
vary or diminish, the particular items of information required to
be disclosed in the registration statement as the Commission deems
appropriate in the public interest or for the protection of investors.
The Commission has prepared special registration forms which vary
in their disclosure requirements so as to provide maximum disclosure
of the essential facts pertinent in a given type of case while at the
same time minimizing the burden and expense of compliance with
the law.

In general, the registration statement of an issuer other than a for-
eign government must describe such matters as the names of porsons
who participate in the direction, management or control of the issuer’s
business; their security holdmo's and remuneration and the options or
bonus and profit-sharing 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 independent
accountants ; underwriters’ commissions; payments to promoters made
within 2 years or intended to be made; the interest of directors, officers
end principal stockholders in material transactions; pending or threat-
ened legal proceedings; and the purpose to which the proceeds of the
offering are to be applied. The prospectus constitutes a part of the
registration statement and presents the more important of the required
disclosures.

Examination Procedure -

Registration statements are examined by the staff of the Division of
Corporation Finance for compliance with the standards of accurate
and full disclosure. The registrant is usually notified by an informal
letter of comment of any material respects in which the statement
appears to fail to conform with .the applicable requirements and is
afforded an opportunity to file correcting or clarifying amendments.
In addiiion, the Commission has power, a,fter notice and oppor tumty
for hearing, to issue an order suspending the effectiveness of a regis-
tration statement if it finds that material representations are mislead-
ing, inaccurate or incomplete. In certain cases, such as where the
deficiencies in a registration statement appear to stem from careless
disregard of applicable requirements or from a deliberate attempt to
conceal or mislead, a letter of comment.is generally not sent and the
Commission either institutes an investigation to determine whether
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stop-order proceedings should be instituted or immediately institutes
stop-order proceedings. Information about’ the use of this “stop-
order” power during 1963 appears below under “Stop-Order
Proceedings.” -

'

Time Required 10 Complete Registration

Because prompt examination of a registration statement is impor-
tant to industry, the Commission endeavors to complete its analysis
in as short a time as possible. The Act provides that a reglstr'xtlon
statement shall become effective on the 20th day after it is filed ( or on
the 20th day after the filing of any amendment thereto). Since most
registration statements require one or more amendments, they usnally
do not become effective until some time after the original 20-day
period. This waiting period is intended to afford investors an oppor-
tunity to become familiar with the proposed offering throucrh the
dissemination of the preliminary forin of prospectus. The Commis-
sion is empowered to accelerate the effective date so.as to.shorten the
20- dn,y waiting period where the facts justify such action. In exer-
cising this power, the Commission is required to take into account the
.adequacy of the information respecting the issuer theretofore available
to the public, the ease with which the facts about.the new offering can
be disseminated and understood, and the public interest and the protec-
tion of investors. The note to Rule 460 under the. Act indicates, for
the information of interested persons, some of the more common situ-
ations in which the Commxssmn considers that the statute genera,lly
requires it to deny acceleratlon of the eﬂectwe date of a registration
statement..

During the 1963 fiscal year, 985 reglstratlon statements beca.me
effective.r The number of calendar days which elapsed from the dite
of the original filing to the effective date of registration for the mednn
registration statément was 52 compared with 78 days for 1,646 regis-
tration statements i in ﬁscal year 1962, and 55 days for'1,389 reglstratmn
statements in fiscal year 1961. The number of reglstratlon statements
filed during fiscal year, 1963 was 1,159, as compared with'e 307 and 1 830
in fiscal years 1962 and 1961, respectively.?

The following table shows by months durmg the 1963 fiscal year
the number of calendar days for the median registration statement
dpljlng each of the three principal stages of the registration process,

1 This figure excludes the 172 reglatration statements of investment companies filed pur-
snant to the provislons of Section 24(e) of the Investment Company Act of ‘1040, that
became effective .during fiscal year 1063. The average elapsed time on ‘these 112 state-
ments was 20 calendar days.

4 Thege figures inelide 174, 201 and 156 reglatration gtatements, respeetlvely, filed by
loveatment companles parsuant to the provieions of Section 24(e) of. the Investment Com
pany Act of 1940 ‘duting fiscal years 1963, 1062 and 1961.
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the total elapsed time and the number of registration statements
effective:

Titme in registration under the Securities Act of 1933 by manths during the fiscal year
ended June 30, 1963

NUMBER OF CALENDAR DAYS

From date of | From date of [From amend-

ariginal filing | jetter of com- | ment after |Total number| Number of

Moanths to date of . | ment to date letter to of daysin | registeation

staf’s letter of filing effective registration | statements

of comment | amendment data of effective a

thereafter registration
Tuly 1962, . oo e 35 20 13 68 81
August__ - kil 17 14 62 82
Septem 31 30 14 7 82
33 19 16 68 20
24 22 13 59 73
a1 25 15 71l 75
24 18 9 49 68
25 18 8 52 Bl
23 11 7 41 a2
29 10 & 35 115
24 11 1] 40 313
25 12 [} 43 84
Fiscal 1063 for median effective

reglstration statement. ... ... Pri 17 8 52 0

o See fooinota 1 to text, supra.

VOLUME OF SECURITIES REGISTERED

During the fiscal year 1963, a total of 1,157 statem'ents in the amount
of $14.8 billion became fully effective under the Securities Act of 1938.
This was a decrease of 37 percent in number of statements and 24 per-
cent in dollar amount from the record registrations of the preceding
fiscal year. The chart on page 9 shows the number and dollar amounts
of fully effective registrations from 1985 to 1063.

These figures cover all registrations which became fully effective,
including secondary distributions and securities registered for other
than cash sale, such as exchange transactions and issues reserved for
conversion. Of the dollar amount of securities registered in 1968,
80 percent was for account of issuer for cash sale, 12 percent for ac-
count of issuer for other than cash sale and 8 percent for account of
others, as shown below,

Account for whick securitics were registered under the Securities Act of 1933 during
the fiscal year 1963 compared with the fiscal years 1962 and 1961

1863 in | Percent | 1962in | Tercent | 106l in | Percent
millions | of tot2l | millions | of total | millions | of total

Registered for account of Issuer-for cnsh

sale . e $11, 869 80.2 | §16, 286 3.3 | $16, 260 85.3
Registered for account of ssuer It other

than ¢ashsale oo .o ... 1,782 12.1 1,523 7.8 1, 504 7.8
Registered for account of others than

T 1,139 7.7 1,738 8.9 1, 308 B.8

B 14,700 100.0 18, B47 100.0 16,070 100.0
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The $11.9 billion of securities to be offered for cash sale for account
of issuer represented a decrease of $4.4 hillion, or 27 percent, from the
previous year. This was due chiefly to a decrease of almost $4.3 billion
in common stock, debt securities declining by only $140 million. Debt
securities made up $4.4 billion of the 1963 volume, preferred stock $270
million and common stock $7.2 billion. .Of issues for cash sale, most
of the common stock, 88 percent, was to be offered over an extended
period, including investment company issues, stock to be issued under
employee purchase plans and stock called for by warrants and options.
Appendix Table 1 shows the number of statements which became
effective and total amounts registered for each of the fiscal years 1935
through 1963, and contains a elassification, by type of security, of issues
to be offered for cash sale on behalf of the issuer during those years.
More detailed information for 1963 is given in Appendix Table 2.

Corporate issues scheduled for immediate offering following effec-
tive registration amounted to $5.1 billion, a decrease of $1.2 billion
from the previous year. Of the total, electrie, gas and water companies
registered $2.2 billion of securities, about the same amount as in the
preceding 2 years. The total for communication companies was $1.1
billion, exceeding the volume registered in fiscal year 1962 by 35 per-
cent. All other groups, except for the extractive industry, registered
lower amounts for immediate offering. The decline was greatest for
manufacturing compn,mes with $850 million of issues in 1963 compared
with $1.8 billion in 1962. Issues registered for offering over an ex-
tended period amounted to $6.5 billion, as against $9.7 billion in fiseal
vear 1962,

1963 1n | Percent | 1962in | Percent | 1961 in | Percent
millicns | of total | milllons | of totel | millions | of total
Issues offered for immediate sale:
Carporate:
anufaeturing_ L _.__ . $844 7.1 41,818 11,2 #1,979 12.2
Extractive ... _.___.__. 141 1.2 2 N 105 N
Electric, gas and water____.. 2,266 19.1 2,327 14.3 2,885 14.7
Transportation, other than rafiroad_ 18 .1 57 4 221 1.4
Communjcntlon 1,135 0.6 B840 52 2,359 14.7
Financial and real estate_ 54l 4.6 772 4.7 1,264 7.8
rode . e 88 A 87 L8 258 1.6
CViCE ..o 62 A 11 N 82 .5
Constructlon and mise... 3 A 15 1 38 .2
T 5,086 4291 6319 38.8 8,718 53.6
Foretgn governinent. . ... 2.2 247 LB 155 L0
Total for immedlatesale__._________ 5§, 352 45.1 6, 5660 40.3 8,873 54.8
Issues offered over an extended period.._.. 6,616 5.9 9 721 o7 7,387 45, 4
Total for cash sele for account of
ISR e e . 11,Ra8 100.0 16,286.; . 100.0 16, 260 100.0
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The amounts of issués to be offered over an extended peuod are
_classified as follows:

1983 1in | 1962 in 1081 in
milljons | millions | millions

Investment company issues:

Mauonagement 0pen-ana . oo e o d e $3, 500 $4,213 $3, 821
Management closed-end oo oo cmcmm e 49 309 196
Unit investment trust_ . - - 1,055 1,258 1,340
Faco-gmount certificate. - ._..._. e 9% £76 254
Total investment companies.- ... JE 4,720 596 |, 5401
Employee saving plan certificates «ovaeoooooe - 667 572 487
Securitics for employees stock option plans_. ... JE 190 1,314 1,299
Other, including stock for warrants or options_... . .o.--oo-_________ 139 1,879 200

Of the $5.1 billion expected from the immediate cash sale of corpo-
rate securities for the account of issuer in 1963, 73 percent was desig-
nated for new money purposes, including plant, equipment and work-
ing capital, 17 percent for retirement of securities and 10 percent for
all other purposes including purchases of securities.

REGISTRATION. STATEMENTS FILED

During the 1963 fiscal year, 1,159 registration statements were filed
for offerings of securities aggregating $14.7 billion, as compared with
2,307 registration statements filed during the 1962 fiscal year for
offerings amounting to $21.6 billion. This represents a decrease of
49.8 percent in the number of statements filed and 32 percent in the
dollar amount involved.

Of the 1,159 registration statements filed in the 1963 fiscal year, 357,
or 31 percent, were filed by companies that had not previously ﬁ]ed
registration statements under the Securities Act of 1933, Comparzable
figures for the 1962 and 1961 fiscal years were 1,377, or 60 percent
and 958, or 52 percent, respectively.

From the effective date of the Securities Act of 1933 to June 30,1963,
a cumulative total of 22,854 registration statements has been ﬁled
under the Act by 10,863 chﬁ'erent issuers, covering proposed oiferlno's
of securities aggregating over $240 billion.
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Particulars regarding the disposition of all registration statements
filed under the Act to June 30, 1963, are summarized in the following
table: .

Nuymber and disposition of registration slafements filed

Prior to Ihily July 1, 1962 | Total June

1, 1962 to June 30, 30,1
1963
Registratmn statements:; - )
Filed . e eeeeem e m e - 21,695 s [, 159 22,854

Disposition:
Efective (Det) oousm oo cveeaae
Under stop or refusal orde
Withdrawn_-ae oo
Pending at June 30, 1962__

.- Pending at June 30, 1963

Totalaenom e ccmmeeee e
Aggregate doilar amount: one ' )
" Az fled dn billlons) .. - $225.4 s14.7 1 | $240.1
As effective (in billions) ... e emmme o 2159 - 148 0.7

= Includes 174 registration statements coverlug pmposed offerings totallng 24,250,676, 997 ﬂled by [nvest-
ment companies under Section 24(e) of the Investment Company Act of 1940, which permits registration by
amendment to & previously effective registration statement.

b Excludes 37 repistration statements that became effective during the vear but were subsequently with-
drawn; thesa 37 statements are counted in the 491 statements withdrawn during the vear.

+ Exeludes 34 registration statements effective prior to July 1, 1962, that were wlthdraWH during the 1963
fiscal vear; these statements are counted under withdrawn,

4 Excludes 1 registration statement that becatne effective during the year by lifting of stop order; and also
excludes 1 registration staterent that was withdrawn after the stop order was liffted, These statements are
cou.nted under effective and withdrawn, respectively:

* The reasons given by registrants for requesting withdrawal of the
491 registration statements that were withdrawn during the 1963
fiscal year are shown in the following table:

. . Number of | Percent
. Renson for registrant’s withdrawal requess statements |, of total. .
withdrawn | withdrawn
1. Withdrawal requested after receipt of the staﬂ"s letter of comment_ ... _... 44 [
2. Registrant was advised that statement should be withdrewn or stop order
roceedings would be BEORSSAIY_. . ccoo oo icaiiacae o mmemmeaceman B -1
3. Change in financing plans______. .. - - 157 34
4, Change in market eondlt.ions-- . R R =1 1+, 48
5. Financing obtained elsewhers_ . . . .8
6. Repulation A could bemsed. ... . t..iiiliiltceceeecen. 3. : .1
7. Reglstrant was unable to negotiate acceptable sgreement 27 5
8. Registration not required 2 1
Total .. 491 100

STOP ORDER PROCEEDINGS

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

The following table shows the number of proceedings under
Section 8(d) of the Act pending at the beginning of the 1963 fiscal
vear, the -number initiated during the year, the number telmmated
and the number pendmg at the end of the year.

Proeeedings pendmg at beginning of ﬁsca,l year._______________ . -

5

Proccedings initiated during fiseal year_ .. - .. _____._____._.____ : 8
e 13
PrOceedings terminated during fiscal year by issuance of stop-orders.___.. 3
Prc)ceedmgs pendmg at the end of th( 1963 fiseal year . ______________ 10

Two of the proceedlngs which were terminated during the fiseal
year through the issuance of stop orders are descéribed below:

“The Richmond Corporatmn.——The registrant, a Dlstmct of Colum-
bm corpora,tlon orgamzed in 1959 engages in Va.l‘]O‘llS phases of the
real estate business, mcludmg the ownershlp of undeve]oped acreage,
mcome-produclng properties, and promlssory ‘notes secured by mort-
gages and deeds of trust. It filed a registration statement covering a
proposed offering of 142,858 shares of 10'cent par value common stock
at'$7 per share, 36, 500 common stock purchase warrants to be sold to
the underwriter at 1 cent pér Warrant and 36,500 shares of common
stock reserved for issuarice upon éxercise of the warmnts

The Commission instituted proceedmgs under Section 8(d), and the
'reglstrant stipulated certain facts and consented to the entry of a stop
order.?- Followihg are some of the more important deﬁclenmes in t.he
registration statement.:

The Commmmon found the reglstra.tlon statement to be materially
deficient in failing to disclosé that various officers and 'directors of the
registrant were engaged through compames similar to the registrant
which they control, or in person, in competitive real %tate activities
which involved potentlal conflicts of 'interest with the business’ pur-
poses of the regxstra.nt The Commxssmn a,ccordmgly ‘concluded that
the statement ir the prospectus that “There are no busmess relatiors
between the Board members or ‘officers or promoters which are com-
petltlve with, or in conflict with the business purposes “of tha com-
pany,” was materlally false and mlsleadlng
" The managing underwriter named in-the reglstratmn statement,
sole propmetorshlp, was organized February 14, 1961." Its owner’s
only prior experience in the securities business was asa secumtles sales-
man between May and December 1960." The firm’s only experience as

s Securitles Act Release No. 4684 (Febriary 7] 1068}
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an underwriter was in connection with two proposed offerings netther
of which involved securities of real estate investment companies. One
of these offerings was deregistered shortly after the registration state-
ment became effective. In the other offering, made pursuant to a
claimed exemption from registration under Regulation A under the
Act, the firm acted together with co-underwriters and sold 30,000
shares at $2 per share. The Commission held that the limited experi-
ence of the underwriter was s material factor bearing on the success
of the offering and that the failure to disclose it was a material
omission.

: The Commission’s opinion stated that the underwriter’s investiga-
tion of registrant’s business was so limited in nature that he did not
exercise the degree of care necessary for and required of an under-
writer to satisfy himself as to the accuracy and adequacy of the pros-
pectus. His investigation consisted of (1) visits to two of the regis-
trant’s three tracts of land, (2) an examination of a list of registrant’s
stockholders and (3) the obtaining of a credit report on the registrant’s
president. As to all other matters in connection with the registration
statement, the underwriter apparently relied only on representations
of the registrant’s management. The Commission referred to a report,
which preceded the passage of the Act, in which the Congress recog-
nized that the high standards of honesty, care and competence required
of fiduciaries were responsibilities assumed by reputable investment
bankers.* The Commission also cited various provisions in the Securi-
ties Act and the Securities Exchange Act which imposed upon under-
writers a responsibility to conform to those standards upon pain of
severe civil liability or revocation of broker-dealer registration.

Doman Helicopters, Inc.—The registrant was organized in: 1943
for the purpose of developing certain inventions in the field of heli-
copter rotor construction. It had never engaged in any substantial
manufacturing activity and had never earned a profit. Its financial
history had been marked by continual difficulties and by the repeated
conversion of creditors’ rights into common stock positions. Itsfuture
plans were predicated on a proposed helicopter to be called the D-
10B, which was intended to be a variant of an earlier model, two
prototypes of which had been sold to and tested by the Defense Depart-
ment. After testing these carlier prototypes and after making an
extensive study of the registrant’s rotor system, the Department of

Defense had found “no significant advantages in the Doman rotor
system over other types.” S : ,

On April 19, 1962, registrant filed a registration statement with
respect to 681,971 shares of its common stock to be offered to the public

4 H. Rept. No. 85, T34 Cong., 1st Hess. (1938} atp. 5.
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without the aid of underwriters. At that time its liabilities were in
excess of its assets and its shares had a book value of minus 30 cents
per share. This book value would have increased to 55 cents per share
if all of the shares covered by the registration statement had been sold
at the proposed offering price. Purchasers would therefore have suf-
fered a substantial immediate dilution, the benefit of which would
have inured entirely to the existing stockholders.

The cover page of the prospectus stated that the shares were being
offered as a speculation and referred the reader to a section headed
“The Company,” which summarized the registrant’s poor financial
history and stated that it was then insolvent, but. which made no
reference to the dilution aspects of the offering, to the fact that there
wus no D-10B in existence, or to the history of the vegistrant’s deal-
ings with the Defense Department. Elsewhere in the prospectus a
passing reference was made to the regisirant’s unsuccessful efforts to
secure military markets for its helicopters. But neither the nature
of those efforts, which had in fact been strenuous and persistent, nor
the Department’s adverse action with respect to them was disclosed.
The prospectus spoke of the D-10B as though it were an existing
helicopter and claimed that it was superior to other helicopters with-
out ever disclosing that it hiad never been flown, tested or even as-
sembled in prototype form. The prospectus claimed that the reg-
istrant’s hingeless rotor system was superior to other devices, stated
that it was the “only fully developed and proven helicopter design
concept” that did not involve the use of hinges, and implied that the
system was protected by an elaborate patent structure. It did not
discloge the fact that the system had never been subjected to normal
day to day usage and made no mention of the fact that two of the
registrant’s competitors were developing hingeless rotor systems, some-
thing that the registrant’s patents did not preclude them from doing.
Moreover, during the course of the stop order proceedings the reg-
istrant conceded that hingelessness was not in itself meaningful and
that the discussion of hingelessness in the prospectus was incomplete.

The Commission issued & stop order that suspended the effectiveness
of the registration statement® It found that there was no adequate
factual foundation for the registrant’s claims with respect to the
merits of the D-10B and its hingeless rotor system. The failure to
disclose the facts that the Department of Defense had found regis-
trant’s hingeless rotor system to be devoid of any special merit was
held a material omission. The registrant argued that it was under
no duty to disclose the Defense Department findings because the per-
sons who made them were biased and incompetent and because it did

& Securities Act Release No, 4504 (March 27,-1942).
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not intend to sell to the military. The Commission disagreed, hold-
ing that: “Irrespective of the correctness of the Department’s con-
clusions, they constitute a determination by the technical staff and
responsible authorities of the largest single purchaser of helicopters
that for their purposes registrant’s rotor system las no special merit.
Such determination was a significant adverse factor, and the-failure
to disclose it rendered the prospectus misleading.”

The Commission also found, among other deficiencies, that the
prospectus “presented an incomplete and distorted portrayal of the
complex of risk elements involved,” that “it was essential that the
speculative aspects of registrant’s business and the dilution aspects
of the offering be set forth and described concisely and lucidly at the
very outset of the prospectus under an approprnte. captmn dlrechng
attention to the fact that special risks are present,” and that neither

‘the heading “The Company” used in the body of the prospectus nor
the statement on its cover page that the securities were offered as
a speculation was sufficient to serve that purpose.

Registrant argued that the reglstratmn statement agamst which
the proceeding was directed was a mers “preliminary filing,” which
it had always intended to amend, contended that the proceeding had
been prematurely brought since no letter of comment had been sent
by the Commission’s staff, and asked the Commission to deem the
registration statement to have been superseded by an amended regis-
tration statement filed while the hearings were in progress. The
Commission held that registrant’s “preliminary filing” concept had
no statutory basis, that “registrants are under a duty to make every
effort to see to it that their initial filings measure up to the standards
prescribed by the Act,”” and that letters of comment were merely in-
formal administrative aids “developed . . . for the purpose of assist-
ing those registrants who have conscientiously attempted to comply
with the Act,” which are “not generally employed where the defi-
ciencies appear to stem from careless disregard of the statutes and rules
or a deliberate attempt to conceal or mislead or where the Commission
deems formal proceedings necessary in the public interest.” "With
respect to the assertedly curative amendment that had been filed after
the institution of the proceeding, the Commission f)ointed out that
it considers such amendments only when it is of the opinion that such
consideration will be in the bést interests of investors and of the public.
It concluded that this was not such a case in view of the serious char-
acter of the deficiencies, the large amount of the reglstmnt’s stock
outstanding and held by apprommate]y 8,000 public 1nvestors, the fact
that the misleading inforimation in the registration statement had
been s matter of public record on which investors might have relied,
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and the further facts that the registrant had done nothing to advise
its stockholders and investors generally of the misleading character
of the information in the registration statement, and that the amend-
ment was itself misleading and inadequate.

EXAMINATIONS AND INVESTIGATIONS

The Commission is authorized by Section 8(e) of the Act to make
an examination in order to determine whether a stop order proceed-
ing should be instituted under Section 8(d). For this purpose the
Commission is empowered to examine witnesses and require the pro-
duction of pertinent documents. The Commission is also authorized
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 appropriate
cases, investigations are instituted under this Section as an expeditious
means of determining whether o registration statement is false or mis-
leading or omits to state any material fact. The following table
indicates the number of such examinations and investigations with
which the Commission was concerned during the fiscal year:

Investigations pending at beginning of fiseal year_ __ __________.__ 27
Investigations initiated during the fiseal year________________.___ 20

— 47
Investigations closed during the fiseal year.. oo ccmaocmcmccacno oo 12
Investigations pending at the elose of the fiseal year__ .. ._o... 35

EXEMPTION FROM RECISTRATION OF SMALL ISSUES

The Commission is authorized under Section 3(b) of the Securities
Act to exempt, by its rules and regulations and subject to such terms
and conditions as it may prescribe therein, any class of securities from
registration under the Act, if it finds that the enforcement of the reg-
istration provisions of the Aect 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 Com-
mission in the exercise of this power. o

Acting under this authority, the Commission has adopted the fol-
lowing exemptive rules and regulations:

Rule 234: Exemption of first lien notes.
Rule 235: Exemption of sccurities of cooperative housing corporations.

Rule 236: Exemption of shares offered in connection with certain trans-
actions,
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Regulation A: General exemption for United States and Canadian issues
up to $300,000. '

Regulation B: Exemption for fractional undivided interests in oil or gas
rights up to $100,000. ’

Regulation F: Exemption for assessments on assessable stock and for
assessable stock offered or sold to realize the amount of assessment
thereon. '

Under Section 3{c) of the Securities Act, which was added by
Section 307(a) of the Small Business Investment Act of 1958, the
Commission is authorized to adopt rules and regulations exempting
securities issued by a company which is operating or proposes to oper-
ate as a small business investment company under the Small Business
Investment Act. Acting pursuant to this authority, the Commission
has adopted a Regulation E which exempts upon certain terms and
conditions limited amounts of securities issued by any small business
investment company which is registered under the Investment Com-
pany 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)
or from the eriminal liabilities for fraud imposed upon any person by
Section 17 of the Act.

Exempt Offerings Under Regulation A

The general exemption under Section 3 (b) is embodied in Regulation
A, Rules 251-263 under the Act, which permits a company to obtain
needed capital not in excess of:$300,000 (including underwriting com-
migsions) in any 1 year from a public offering of its securities without
registration, if the company complies with certain requiremecnts.
Secondary offerings by control persons nre limited under the regula-
tion to $100,000 in a year for any one such person, but a total of
$300,000 for all such persons and the issuer. Regulation A requires
that the issuer file a netification supplying basic information about the
company, certain exhibits, and an offering circular which must be used
in offering the securities. However, in the case of a company with an
earnings history which is making an offering not in excess of $50,000
an offering circular need not be used. A notification is filed with the
Regional Office of the Commission in the region in which the company
has its principal place of business.

During the 1963 fiscal year, 517 notifications were filed under Regu-
lation A, covering proposed offerings of $101,040,982, compared with
1,065 notifications covering proposed offerings of $237,238,600 in the
1962 fiscal year. Included in the 1963 total were 34 notifications cover-
ing stock offerings of $3,819,980 with respect to companies. engaged
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in thee exploratory oil and gaé business, 21 notifications covering offer-
ings of $5,035,410 by mining companies and 16 notifications covering
offerings of $3,414,548 by companies featuring new uwentlons, products

Or' processes.
The following table sets forth various features of the Regulation A

offerings during the past 3 fiscal years:

Offerings Under Regulation A

Fiscal year
1863 1862 1881

Sizer

$100,000 or less 143 160 . 165

Over $100,000 but not ever $200,000_ 104 208 201

Over $200,000 but not over $300,000..- - __......- ‘ 20| . 607 691

. 517 1,085 1,057

Tnderwriters:

Coramercial underwriters u.sad _______________________________________ 108 528 511

Officers, directors, or ofhers ag underw, rlters and no underwriters ______ 408 531 546
Offerors: -,

Issulng comp:mtesl 478 1,000 1,006

Stockholders oeeeee . ___ . 34 24 . 9%

Issuers andl stockholders jointly 7 41 ]

Suspension of Exemption"

Regulation A provides for the suspension of an exemption there-
under where, In general, the exemption is sought for securities for
which the regulation provides no exemption or where the offering i
not made in accordance with the terms and conditions of the regulation
or with prescribed disclosure standards. ‘Following the issuance of a
temporary suspenslon ‘order: by the Commission, the 1espondcnts mlly
request a hearing to determine whether the temporary suspension
should be vacated or made permanent. If 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 motlon the temporary
suspension order becomes permanent.

During the 1863 fiscal year, temporary suspension orders were issued
in 58 cases, which, added to the 31 cases pending at the beginning of
the year, resulted in a total of 84 cases for disposition. Of these, the
temporary suspension order was vacated in 2 cases and became perma-
nent in 55: in 27 by lapse of time, in 20 by withdrawal of the request
for hearing, and in 8 after hearing. Thus, there were 27 cases pending
at the end of the fiscal year.

One of the cases disposed of during the year is Summarlzed below
to illustrate the type of misrepresentations and other noncompllance
with the regulation which Jed. to the issuance of suspension orders.

T17-943—84—4
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General Aeromation, Inc.—General Aeromation filed a notifica-
tion and offering circular under Regulation A in March 1960, relating
to a proposed public offering of 84,450 shares of commeon stock at $3
per share. The company proposed to develop and market a self-
powered vehicle, invented by Henry J. Wiebe, the issuer’s president,
and named “Romatt,” which was designed to transport aircraft to and
from various airport locations such as hangars and runways. One
version of the vehicle was designed for commercial use and another
for military use. The. offering circular included a letter from the
issuer’s patent attorney to the effect that the Air Force and com-
meércial airlines were “desperately” in need of ground handling equip-
ment, and the circular stated that the device had been checked by com-
petent industry sources, that no'satisfactory ground equipment of com-
parable nature was available, and that no-direct known coimpetition
existed employing the Romatt method of moving heavy aircraft on the
ground. The offering circular projected a military market of up to
1,000 Romatt-type vehicles and stated that the issuer expected to mar-
ket or lease & considerable number of units to commercml airlines “
they are manufgctured and . . . tested.” ]

In its order suspending the e*{emptlon for this offering, the Com-
mission held that these representations were false or misleading.® It -
found that, at the time of filing, both commercial and military aircraft
wers being handled by specially designed ground equipment which
was considered to be reasonably adequate. During 1958, the Air
Force had issued a request for proposals for the development of
ground equipment which would meet certain performance specifica-
tions, but several proposals submitted by Wiebe and the issuer had
been rejected. There was no tangible evidence of prospects of ac-
ceptance of the vehicle for commercial use, and at the time of the
filing, no commereial model had been completed, tested or demon-
strated in actual operation. :

The Commission stated that, regard]ess of whether the issuer in
pood faith believed in the merits and potential success.of its product,
it must make an adequate, accurate. and fair presentation of all ma-
terial factors so that public investors may be able to decide. for them-
selves whether: to, invest. It further stated that the presentation of
an, optimistic picture of the issuer’s prospects, ithough quahﬁed by
certain general concessions, but ‘without disclosure of sugnlﬁcant
adverse information, created a matema]ly Imsleadmg picture even
though individual representations in another context might not be
objectionable,

¢ Securities Act Release No, 4586 (September 19,/1662),
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The Commission rejected certain evidence proffered by the issuer
after the recommended decision of the hearing examiner and excep-
tions thereto had been filed, which assertedly reflected certain favor-
able developments. It pointed out that its findings were based on
the deficiencies of the offering circular at the time it was filed and that.
subsequent developments ccmld not remedy puor misstatements and
failures to state adverse material facts.

In addition to the misstatements discussed above, the Commission
found that there were a number of other misstatements in the offering
circular, that the aggregate offering price exceeded $300,000, and that
offering circulars were mailed out earlier than permitted.

Exempt Offerings Under Regulation B’ i

During the fiscal year ended June 30, 1963 231 offering sheets and
248 amendments thereto were filed pursuant to Regulation B and were
examined by the Oil and Gias' Section of the Commission’s Division
of Corporation Finance. During the 1962 and 1961 fiscal years, 229
and 261 offering sheets, respectively, were filed. The following table
indicates the nature and number of Commission orders issued in con-
nection with such filings during the fiscal years 1961-63. The balance
of the offering sheets filed became effective without order.

Actign taken on offering sheets filed under Regulation B

Fiscal years

1963 1942 1961

Temporary suspension orders (under Rule 340080 _Z_ ..o _______ 26 H 16
Qrders terminating proceeding after amendment ... ... _____._____ 13 e 8
Ordcr‘s gonsenting 10 withdrawal of offerlng sheel and terminating pro-

CeO B L e emezzziecmmmm e 4 5 1

Or%cri permanently suspending the effectiveness of filing of offering
Shoe
Notice of opportumt{ for hearing (under Rule Mo(b)g
Natieca and order for hearing (pursuant to Rule 340{b;

Qrders fixing effective date of amendment (no procee 111 dﬁ:{
Orders consenting to withdrawal of offering sheet (no pruceeding pencllng)

Total number of orders. . -nccceveecennnnmnnn . . 3| .. 1w 188

Exempt Oﬂ'ermgs Under Regulatmn E.

Regulation E prov1des a cond1t1ona.l ~exemption from registration
under the Securities Act of 1933 for securities of small business in-
vestment companies which are licensed under the Small Business
Investment Aect of 1958, or which have received the preliminary ap-
proval of the Small Business Administration and have been notified
by the Administration that they may 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-
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tion with the Commission and, except in the case of offerings not in
excess of $50,000, the filing and use of an offering circular containing
certain speclﬁed 1nformn.t10n

Regulation E provides for the suspension of the exemption in par-
ticular cases if the Commission finds that any of the terms and condi-
tions of the regulation have not been met or complied with.

During the 1963 fiscal year, one notification was filed under Regu-
lation E, covering a proposed offering of $264,000, and became
effective.

Exempt Offerings Under Regulation F .

Regulation F provides an exemption from registration under the
Securities Act for assessments levied upon assessable stock and for
delinquent assessment sales in amounts not exceeding $300,000 in any
one year. It requires ihe filing of a simple notification giving brief
information with respect to the issuer, its management, principal se-
curity holders, recent and proposed assessments and other security
issues. The Regulation requires a company to send to its stockholders,
or otherwise publish, a statement of the purposes for which the pro-
ceeds from the assessment are proposed.to be used. If the issuer
should employ any, other sales literature in connection with the as-
sessment, copics of such literature must be filed with the Commission.

During the 1963 fiscal year, 35 notifications were filed under Regu-
lation F, covermg assessments of $937,425. Regulation F notifica-
tions wereiled in three of the nine regional offices of the Commission :
Denver, ‘San Francisco and Se‘lttle Underwriters were not em-
ployed in any of the Regulation F assessments.

Regu]atlon F provides. for the suspension of an exemptmn there-
under, as in Regulation A, where the Regulation provides no exemp-
tion or where the oﬁ‘enng is not made in accordance with the terms
and conditions of the Regulatlon or in accordance with préscribed
dlsclosure standards.

""One Regulation F filing was temporarily suspended in the fiscal
year 1963. No hearing was requested and none was ordered by the
Commission, with the result that the suspension order became
permanent on the 30th day after itsentry.



"PART V

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT OF
1934 '

The Securities Exchange Act of 1934 provides for the registration
and regulation of securities exchanges and the registration of securi-
ties listed on such exchanges and it establishes, for issuers of securi-
ties so registered, financial 'and other reporting requirements,
regulation of proxy solicitations and requirements with respect to
trading by directors, officers and principal security holders. “The
Act also provides for the registration and regulation of national
securities associations and 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. The purpose of these statutory requirements is to en-
sure the maintenance of fiir and honest'ma‘i'kei:s i seciirities. trans-
actions on the organized exchanges and in the over-the-colinter
markets. ‘ ' - h '

REGULATION OF EXCHANGES AND EXCHANGE TRADING
Régistr.ﬁtion and Exemption of Exclian'gés

As of June 30, 1963, |14'§t'bé,k exchanges were registered under the
Eixchange Act as national securities exchanges:

Amelrican Btock Exchange- New York Stock Exchange

Boston Stoek Exchange " Pacific Cogst Stock Exchange

Chicago Board of Trade : Philadelphia-Baltimere-Washington
. ’ : 8tock Exchange: .

Cincinnati Stock Exchange | Pittsburgh Stock Exchange -

Detroit Stock Exchange Salt Lake Stock Exchange

Midwest Stock Exchange ’ 8an Francisco Mining Exchange

National Stock Exchange " Spokane Stock Exchange o

Four exchanges were exempted from registration by the Commis-
sion pursuant to Section 5 of the Act: '

Colorado Springs Stock Exchange Richmonc} Stock Hxchange
Honolulu Stock Exchange Wheeling Stock Exchange '

37
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Disciplinary Action

Each national securities exchange reports to the Commission disei-
plinary actions taken against any member, member firm, or person
connected therewith, for violation of any rule of the exchange, of the
Securities Exchange Act, or of any rule or regulation thereunder.
During the year 9 exchanges reported 75 cases of such disciplinary
actions, including imposition of: fines ranging from $50 to $5,000 in
34 cases, with total fines aggregating $58,350; the suspension from
membership of 4 member firms and 15 individuals, 2 of whom also had
their ‘specialist registration revokéd; the expulsion of 8 individual
members and 1 allied member ; the revocation of the registration of 1
member as an odd-lot and round-lot dealer; and the censure of a num-
ber of individuals and firms. Various other sanctions were imposed
against reglstered representatlves and other employees of member
ﬁrms.

REGISTRATION OF SECURIT!ES.ON EXCHANGES

‘Unless a security is registered under the Exchange Act or is exempt.
from such registration it is unlawful for a member of a national se-
curities exchange or a broker or dealer to effect any transaction in
the security on an exchange.. In general, the Act exempts from regis-
tration obligations issued or guaranteed by a state or the Federal Gov-
ernment or by certain subdivisions or agencies thereof and authorizes
the Commission to adopt rules and regulations exempting such other
securities as the Commission may find necessary or appropriate to ex-
empt in the public interest or for the protection of investors. Under
this anthority the Commission has exempted securities of certain bank'-s,
certain securities secured by property or leasehold -interests, certain
warrants and, on a temporary basis, certain securities issued in_sub-
stitution for or in addition to listed securities. ~

Pursuant to Section 12 of the Exchange. Act. an issuer may reglster
& class of securities on an exchange by filing with the Commission and
the exchsmge a.n apphcatlon ‘which discloses pertment information con-
cerning the issuer. and its affmrs Information must be furnished
regarding the issuer’s business-and capital structure, the terms of its
securities, the pérs)ohs’ ‘who mahage or control its affairs, the remunera-
tion paid to its ofﬁcers and directors, and the allotment of optlons,
bonuses and proﬁt sharmg p]ans and finaneial statements certified
by independent accountants must be filed as part of the application.

Form 10 is the form used for registration by most commercial and
industrial compames There are specmhzad forms for certain types of
securities, such as, voting trust certificates, celtlﬁcates of deposit and
securities of foreign governments.
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Section 13 requives issuers having securities registered on an ex-
change to file periodic reports keeping current the information fur-
nished in the application for registration. These periodic reports
include annual reports, semi-annual reports, and current reports. The
principal annual report form is Form 10-K which is designed to keep
up-to-date the information furnished in applications filed on Form
10. Semi-annual reports required to be furnished on Form 9-K are
devoted chiefly to furnishing mid-year financial data. Current reports
on Form 8K are required to be filed for each month in which any
of certain specified events have ocenrred. A report on this form deals
with matters such as changes in control of the registrant, important
acquisitions or digpositions of assets, the institution or termination of
important legal proceedings and important changes in the issuer’s capi-
tal securities or in the amount thereof outstanding.

Seatistics Relating to Registration of Securities on Exchanges

As of June 30, 1963, a total of 2,417 issuers had 4,048 classes of ge-
curities listed and registered on national securities exchanges, of which
2,835 were classified as stocks and 1,218 as bonds. Of these totals, 1,359
issuers had 1,578 stock issnes and 1,135 bond issues listed and registered
on the New York Stock Exchange. Thus, 56 percent of the issuers,
56 percent of the stock issnes and 94 percent of the bond issues were
on the New York Stock Exchange.

During the 1963 fiscal year, a total of 195 applications for registra-
tion of classes of securities on exchanges was filed. Securities were
listed and registered for the first time by 115 issuers; the registration
of all securities of 103 issuers was terminated.

The following table shows the number of reports filed during the
fiscal year pursuant to Section 13 of the Exchange Act and those filed
under Section 15(ad) of the Act by issuers obligated to file reports by
reason of having publicly offered securities effectively registered un-
der the Securities Act of 1933, As of June 30, 1963, there were 2,827
such issuers, ineluding 297 that were also registered as investment com-
panies under the Investment Company Act of 1940. The table also
includes the number of annual 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 annuel and other periodic reports filed by issuers under the Securilies
Exchange Act of 1834 and the I'nvestment Company Aet of 1840 during the fiscal
year ended June 30, 1963

Number of teports Gled by -

Over-the- Issuers

Listed .| counter filing Tatal
Type of reports issuers issuers reports reparts '
filing filing under See- | filed
reports | reports tion 30 of
. under under |Investment
Section 13 | Section | Company
. 15(d) - -Act
V
Annszal reports on Forms 10-KE, N-30A-1, ete 4,904
Semiannusl reports on Form 6-K 3, 608
Current reperts on Form §-K .. 6, 744
Quarierly reports on Form 7-K 262
Quarierly reports ot Torm N-30B-1 300 400
Reports to stockholders (Seetion 30(d)). ... ___.__.__ L - 1,568
Totalreports filed.. ... ... . . ... . 3 17,386

MARKET VALUE OF SECURITIES TRADED ON EXCHANCES

The market value on December 31, 1962, of all stocks and bonds
admitted to trading on one or more stock exchanges in the- United
States was approximately $486,638,613,000.

Number of | Markst value
issues Dec, 31, 1962

Stucks ) )
Neaw York Stock Exchange il 1,559 | %545, 846, 116, 000
Amerlean Stock Exchange__. .- 1,018 24, 365, 144, 000

Execlusively on ather exchanges. 470 4, 015, 773, 000
Potal BEOCKRS - e el .- 3,047 374, 227,033, 600
Bonds: | T - N
New York St,nck Exchange a 1,202 | $111,003, 663, 000
Amerlean Stock Exchnnge..o. . R ! 84 1,169, 762, 004
Exglusively on other exchanges 26 143, 255, 000
"Total _bonds _________________________________________________________ 1,312 112, 408, 580, 000

- . Total stocks and L — e e 4,350 | 486,633,613,000

s Bonds included 48 U.8. Govemment and New York State and City Issues with $78,032,285,000 aggregnte
market value

The New York Stock Exchange and Amemcan Stock Exchange
ﬁgur_e.s were reported by those exchanges. There was no duplication
of issues between them. -The figures for all other exchanges, which
are based on Commission compilations, represent the net number of
issues appearing only on such exchanges, excluding the many issues
which were also traded on one or the other of the New York ex-
changes. The number and market value of issues as shown exclude
those suspended from trading and a few others for which quotations
were not available. The number and market values as of December 31,
1962, of preferred and common stocks separately were as follows:
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Preferred stocks Commecn stocks

’ . Number | Market value | Number | Market value

Listed on registered exchanges. . ... _......__. 568 §9, 343, 868, 000 2,234 | $351,003, 190,000
Allotherstecks o ... 48 469, 346, 000 197 | . 13,320, 569,000

B " g8 9,813, 284. oop 2,431 364, 413, 749, 0600

s Stocks admitted to unlisted trading privileges only or Usted on exempted exchanges.

The 3,047 stock issues included over 9 .9 billion shares of whlch over
9.4 billion were included in the 2,802 issues listed on registered
exchanges.

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

Share values on exchanges, in billions of dollars

. New York Amerjcan | Exclusively | !
December 31, each year Btock Stock . on other Total «
4 . Exchange |. Exchange exchanpes

$39.9 $14.8 §M.7

38.9 102 40.1

47.5 1.8 468.3

46.5 1.1 , 56.6

41.9 8.6 80. 8

35.8 7.4 43,2
388 7.8 48.6 -

47.6 9.9 &7.5

55.& 11.2 6.7

73.8 14.4 88.2

68.6 13.2 818

8.3 12,1 80.4

87.0 11.9 23.0 £1.8

78.8 12.2 3.1 fl.8

. 9.8 13.9 3.3 1110

100. & 18. 5 3.2 129.2

120.5 16.9 3.1 140. 5

1173 15.3 2,8 135.4

160.1 22,1 3.6 104.8

207.7 271 4.0 238.8

219.2 .81.0 3.8 204.0

196.6 25.6 a1 224.2

276, 7 31T 4.3 2.7

307.7 26.4 4.2 d38.4

307.0 24.2 4,1 335.3

387, 8 33,0 5.3 426.2

345.8 ~ 24.4 4.0 372

; Total values 193647 inclusive are for the New York Stock Exchange and the American Stock Exchange
only.

Fiscal Year Share Values and Volumes o
The aggregate market values 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

(billions)
Sbare volums | Dollar volume
$222.8 | 1,324,383,000 | 336,878, 540,000
250.0 | 1,217,035,000 | 36,226, 082, 000
262,90 | 1,210,807,000 | 32,920, 671,000
2579 | 1,209,274,000 | 30,842, 129,000
337.6 | 1,808,810,000 | 51,677, 195,000
327.8 | 1,456,910,000 | 47, 706,837,000
38L.0 | 1,071,508,000 | &7,029,271,000
330.0 | 1,796,810,000 | 58,348, 768,000
414,0 1, 700, 456, 000 64, 369, 863, 000

The June 30 values were as reported by the New York Stock Ex-
change and as estimated for all other exchanges. Volumes included
shares, warrants and rights. Comprehensive statistics of volumes on
exchanges are included among the appendix tables in this Annual
Report. Aggregate market values over the years are not strictly com-
parable, since they do not indicate to what extent changes are due to

new listings, mergers into listed companies, removalg from listing,
and the like,

Foreign Stock on Exchanges

The market value on December 31, 1962, of all shares and certificates
representing foreign stocks on the stock exchanges was reported at
about $12.7 billion, of which $10.7 billion represented Canadian and
$2.0 billion represented other foreign stocks. The market values of
the entire Canadian stock issues were included in these aggregates.
Most of the other foreign stocks were represented by American Deposi-
tary Receipts or American shares, only the outstanding amounts of
which were used in determining market values.

Foreign stocks on exchanges

Capadlan Other Forelgn Total
December 31, 1862
Issues Valus Issues Value Isgues Value
Exchanges: .
New YOrk--coecmceecceaee 12§ 34,210,072, 000 13 | $1, 778, 750,000 25 | 45,1086, 831,000
Amerlean ceeoeemioa- - 9l | 6,453,681,000 36 207, 139,000 127 6, 660, 820, 000
Others onl¥ oo 1 538, 000 2 10, 630, 000 3 11, 189, 000
Net total .. 104 | 10, 664, 202, 000 &1 | 1,097, 648,000 185 | 12,661, 840,000

The number of foreign stocks on the exchanges has declined some-
what in recent years, owing principally to a reduction on the
American Stock Exchange from 152 in 1956, to 127 in 1962. Trading
in foreign stocks has fallen from 42.4 percent of the reported share
volume on this Exchange in 1956, to 18.1 percent in 1962,
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Trading in foreign stocks on‘the New York Stock Exchange repré-
sented about 3.4 percent of the reported share volume thereon in 1956,
and about 3 percent in 1962. -

Reported volumes in foreign shares durmtr 1962 consisted of about
43.5 million Canadian shares and 12.5 m1111on other foreign shares
on the American Stock Exchange and.about 10 million Canadian
shares and 19 million other foreign shares on the New York Stock
Exchange. While the share volume on the American exceeded that
on the New York Stock Exchange, it wo.uld appear that in view of
higher average shaie prices, the latter Exchangehad a greater dollar
volume in foreign shares.

Comparative Exchange Statistics

The number of stocks on the New York and American Stock Ex-
changes has continued -to- increase, while the aggregate number of
stocks exclusively on the other exchanges has'contmued to decline, in
recent years. ) :

. - Net wumber of stocks on ea:changé'_s

' New York American. | Eselusively, | Tota) stacks
June 30 Stock Stock on cther | on exchanges
N .t Exchange ‘Eg{chaqge » .exchanges

" 1,242 1,078 1o89| 3,810
1,203 805 951 3,139
1,454 Cor |- 716 3,038
1,548 | 815 |, . 686 3,084
1,532 931 | 555 3,018
1,546, ot |. 519, 3042
1,565 1,033 493 3,091
1,578 102 ., 476, 3,080

Aggregate share values on the New York Stock Exchange have rep-
resented an mcreasmg proportion 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.

Share values on exchanges, in perceniages

New York Amerlcan | Exclusively

December 31 Btock . . Btock on other
Ezxc¢hange Exchange _exchanges

81.81 14.53 3.66

84,50 12,52 2.08

85.77 12.02 2.21

86.81 L34 1.85

86.30° 12.20 1.50

- - BR.49 [-— 10.14 1,37

, 91. 56, 7.22. 1.22

92,41 8.82 1,07

The ratio of share volume on the regnona,l exchanges to the total
on all exchanges has declined over the years. The regional exchange
percentage of dollar volume has remained fairly constant. In the
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following presentation, shares, warrants and rights are included.
Annual data since 1985 are shown in appendix table 10.

Annual sales of stock on ezc)‘mnges

. Percent of share volume Percent of dollar volume

Calendar year
New York | American | All Otber | New York | American | All Other
75. 44 13.20 1136 . BT R 7.68 7.15
65. 87 21.31 12.82 B2.75 10. Bt 6. 44
76, 32 13,54 10,14 85,91 6. 85 7.24
68.85 19.1§ 11.98 €6, 31 5.68 6.71
68. 48 22, 2% 9.25 83,81 9.35 6.84
64,09 25,58 9.43 82.44 10.71 6. 85
71.32 20012 B.56 g6 3z | 6.81 6,87
73.55 18.30 813 |- 86,45 . 604 7.481

Comparative Over-The-Counter Statistics .

So far as can be ascertained from the standard securities manuals
and from reports to the Commission, there were, as of December 31,
1962, about 4,458 stocks with 300 holders or more, of about 4,136
domestic companies, which were quoted only in the over-the-counter
market: These stocks had an aggregate market value of about $90.1
billion, including $28.4 billion for bank stocks, $21.0 billion for in-
surance stocks, and $45.7 billion for industrial, utility, and other
miscellaneous stocks. . Registered investment companies are not in-
cluded in this compilation.

‘Ownership of over-the-counter stocks tends to be more concentrated
in officers, .directors, and other controlling persons than in the case
of listed securities, and in some instances the concentration is heavy.

Over-the-counter stocks referred Lo in the text, as of Dec. 31, 1962

Stocks Issuers | Market values
Reporting pursusnt to Bection 15(d):
VSOOI AT O o o e e oo oo o o m e 1,800 | - 1,608 | $23,849, 286, 000
INSUE AN o oo e 130 125 5, B20, 400, 000
Reporting far other reasong: 4 . -
Miscellaneous._____._.___.__ N S 147 115 4,817, 370,000
B 2,177 1,938 | 34,487,056, 000
Not re orting to the Commlsslon ’
I{scellaneous....___._._.._. e 1,224 1,147 | 17,040, 987,000
2z - 208 15, 195, 900. 000
845 843 | 23,259,300, 000
. 2,281 2,198 | 65,508, 187,000
7 P 4,458 4,136 | BO,083,243,000

o These companies have other issues listed on stock exchanges,
In addition to the stocks mentioned above, there is a Iarge number

of actively quoted stocks of companies so small as not to require
continuous reporting to the Commission, and whose coverage by the
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standard securittes manunals is generally limited to brief announce-
ments of the circumstances of the offerings. Their number was in
excess of 1,000 on December 81, 1962, at which time they constituted
about 25 percent of the actively quoted stocks in the National QQuo-
tation Bureau services. These stocks may be presumed te have over
300 holders each. There is a further indeterminate number of stocks
with over 300 helders, inactively quoted or not publicly quoted. So
far as can be ascertained, these are for the most part stocks of small
companies. : :

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 Bureaun, which™ is the principal purveyor of over-the-
counter guotations in the United States. The following table shows
the number of stocks quoted in the daily service and the correspond-
ing aggregate number of dealer listings, as reported for a day around
Janunary 15th annually.

Number r;f-st?pks and dealer listings around Jdnuary 15th

Stocks s Dealer listings

g 121 23, 964
- 8851 25, 05
8,918 28,270
8, 127 35,050
8177 34,482

a Tha number snnually slnee 1925 is shown on p. 72 of our 26th Anﬁt.fal Report (19603,

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. Some are
listed on domestic or Canadian stock excha,nges

Reporting Under Seetion 15(d)

Issuers reporting pursuant to Section 15(d) of the Exchange Act
continue to increase in number notw:thstandmg numerous reductions
oceasioned by listings on the exchanges or absorption into other com-
pahies by purchase of assets or mergers. The number of such issuers
increased from 2,435 on December 31, 1961, to 2,647 on December 31,
1962, The 2,647 reporting issuers 1ncluded 1, 887 having $34.7 bllhon
aggregate market value of stocks. The remaining 760 issuers included
partnerships, voting trusts dupllca,tlve of listed shares, stock’ purchase
and eniployees savings plans, compan]es with only bonds i in pubhc
hands, registered investment companies, and numerous’ lssuers for
whose slnres no guotation was available, mcludmg a considerable
number registering in 1962 but not.offering their shares until 1963.
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Issuers reporting under Seciion'I.S(d) as of December 31, 1962

Stocks Issuers | Market values
Qver the counter; .

1, 900 1,698 | $23,840, 280, 004
L 13D 125 ‘ 5,820,400, 000
a7 34 | 1,854, 100,000
. 2,087 1,857 | 31,523, 786, 000

0o stoek exchanges b | '
Miscellaneous. oo cae e PN 27 25 671, 200, 000
Insurance.. - 3 3 1, 161, B0, 000
Foreig'n...- 4 2 1,297, 60}, 000
. . 32 30 3, 130, 740, 000
Total : 2,089 1,887 | 34, 654,480,000

» Includes anly ssuers with stocks for which quotationq were available,

. b These lssuers had stocks with only unlisted trading privileges on exchanges. They also had 20 stocks
agpregating $827,300,000 which were only over the counter, which amount has been included in the over-
the-counter showing of market values above, .
Foreign Stocks Traded Over the Counter

About 150 foreign stocks, or American shares representing foreign
stocks, were so actively quoted in the American over-the-counter
mar kets at the close of 1962, as to suggest the likelihood of active daily
trading theréin in the Umted States. In addition, there are many for-
eign stocks which are less-actively quoted-in the domestic over-the-

counter markets. o ‘
DELISTING OF SECURITIES FROM EXCHANGES

Pursuant to.Rule-12d2-2 (Rule 12d2-1(b) until amended Febru-
ary. 15, 1963) under Section 12(d) of the Securities Exchange Act
an exchange may a,pply to the Commlssmn to str1ke securities or
an issuer may apply to withdraw its securltles from exchange listing
and registration. During the fiscal year ended June 30, 1963, the
Commlsswn granted applications to remove 68 stocks, representlno'
63 issuers, from listing and registration: Since 2 stocks were each
delisted by two exchanges, there was a total of 70 removals.’ The
removals were as follows:

Applications filed by: _ Stacks

New York Stock Exchange - ... _____________.._.. - 14
American Stock Exchanga . .. ..o .. ______________... 23
Cincinnati Stock Exchange. . - .ooo--_. e e e -3
Midwest Stock EXChange . o aem oo cmim e - 4
Pacific Coast Stock FExchange. ..o cnuo oo eoe- 1
Philadelphia-Baltimore- Washington Stock Exchange_ . __________ 5
Pittsburgh Stock Exchange.._.... e mmmmmmemmmmemmemoeo 1
Salt Lake Stock Exchange .ocaeoeooao. Lmeeen e e e 15
Sah Francisco Mining Exchange. . .. .o o oua oL 3
T8BUeT i iea e mememarerraimemrm v mieme————— e 1
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In accordanee with the practice in recent vears, practically all of the
delisting applications were filed by exchanges. The single removal
resulting from an issuer’s application removed from the American
Stock Exchange a Canadian stock whose principal exchange ma,r],et
was in Toronto.

The considerable number of dehstmgs by the American Stock. E\-
change and the Salt Lake Stock Exchange was a result of the adop-
tion by those exchanges, during the 1962 fiscal year, of new ‘rules
and eriteria for retention of listed status thereon.

Delisting Proceedings Under Section 19(a)

Section 19(a){2) authorizes' the Commission to suspend for a
period not exceedmg 12 months, or to withdraw, the reglstmtmn of
a securlty on a national securities exchange if, in its opinion, such
action is necessary or appropriate for the protection’ of investors
and, after notice and opportumty for hearmg, the Commission finds
that the issuer of the security has failed to comply with any pro-
vision of the Act or the rules and regulations thereunder. The
following table indicates the number of such proceedings with which
the Commission was coneerned during the 1963 fiscal year. '

Proceedings pending at the beginning of the fiseal year_______.___ 2
Proceedings initiated during the fiseal year.______. e T o
Procéedings terminated during the fiscal year: ‘

By order withdrawing security from regist:‘ation__ e o 1
Proceedings pending at the end of the fiscal year. b e emmmmam e aeaann . 2

Section 19(a) (4) authorizes the Commission summar: 1]y to suspend
trading in any registered security on a national securities exchange
for a period not exceeding 10 days if, in"its opinion, such action is
necessary or appropriate for the protection of investors and the
public interest so requires., During the 1963 fiscal year the Com-
mission used this authority in three instances. One of these suspen-
sions remained in effect at the end of the fiscal year. - '

UNLISTED TRADING PRIVILEGES ON EXCHANGES
Stocks with unlisted trading privileges on exchanges which are not
also listed and registered on other exchanges continued to decline in
number, from 187 on June 30, 1962, to 168 on June 30, 1963. The
American Stock Exchange accounted for 17 of the 19 removals. The
Pacific Coast Stock Exchange accounted for the balance of the remov-
als, leaving only 2 stocks thereon in the strictly unlisted category.

1 See 28th Annunal Report, p. 60.
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The distribution of unlisted stocks and share volumes therein among
the exchanges is shown in Appendix Table 8 of this annual report.

The reported volume of trading on the exchanges in stocks with only
unlisted trading privileges for the calendar year 1962, was about
28,135,000 shares or about. 1.7 percent of the total share volume on all
the exchanges. , About 90.5 percent of this volume was on the Ameri-
can Stock Exchange, 8.2 percent was on the Pacific Coast Stock Ex-
change, and 3 other exchanges contributed the remaining 1.3 percent.
The share volume in these stocks represented about 7.6 percent of the
total share volume on the American Stock Exchange and about 4.6
percent of that on the Pacific Coast Stock Exchange.

Unlisted trading privileges on some exchanges in stocks listed and
registered on other exchanges numbered 1,570 or: June 30, 1963. The
volume of unlisted trading in these stocks, for the calendar year 1962,
was reported at about 49,252,000 shares. About 14.4 percent of this
volume was on the American Stock Exchange in stocks listed on
regional exchanges, and about 85.6 percent was on regional exchanges
in. stocks listed on the New York or American Stock Exchanges.
While the 49,252,000 shares amounted to less than 3 percent of the
total share volume on all the exchanges, they constituted substantial
portions of the share volumes on the leading regional exchanges,
reaching about 79 percent on Boston, 69 percent on Philadelphia-
Baltimore-Washington, 68 percent on Cinecinnati, 59 percent on
Detroit, 55 percent on Pittsburgh, 30 percent on Mldwest and 22
percent on Pacific Coast Stock Exchange.

Applications for Unlisted Trading Privileges

Applications by exchanges for unlisted trading privileges in stocks
listed on other exchanges, made pursuant to Rule 12f-1 under Section
12(f) of .the Securities Exchange Act, were granted by the Com-
mission during the fiscal year ended June 30, 1963, as follows:

Stock exchange: L . ngv;ﬁf;
- Boston_________ OURTSRRP SR U S PP RSP 5
Cineinnati_ ... _.__ et mmmmeo o PR 1
Detroft oo _____. e U 23
Pacifie Const____________ oo _ i S P 5
Ph1ladelphla—Baltlmore-Washington _____________ e 15
Pittsburgh. 1 . o __l_ ... (L SRS PR |

50

BLOCK DISTRIBUT[ONS REPORTED BY EXCHANGES

. The usua,l method of dlStI’lbutlIlO' blocks of llsted securltles consm—
ered.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,
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In an effort to keep as much as possible of this busifiess on their
floors, the leading exchanges adopted Specidl Offering Plans coriimene-
ing in 1942, and the somewhat more flexible Exchange Dlstrlbutlon.
Plans commericing in 1953, The plans; declared efféctive by this Com:
mission, include an exemption from the anti-manipulative Rule 10b-2,
as set forth in paragraph (d)y thereof, with’ respect to payment of com-'
pensation in connection with the d“xstrlbutlon of securities:

The largest number of Special Offerings was 87 in 1944, Wlth $32, -
454,000 aggregate value. The number has declined through the years,.
thera being only 2 in 1961, awgregatlng 81, 503 750 and' 2 1n 1962
an'greﬂatmrr $587,650.

" The largest number of L‘xchange Dlstrlbutmns was 57 in 1954, com-
pared with 41 in' 1962, ‘However, the $Go 459 197 total” m 1962 was'
larger than in any previous year. ‘ e

Secondary distributions, as reported since 1942, reached a peak of
$926,514,204 during the calendar year 1961, &nd declined fo $658,-
780,395 during 1962

Block Distribulions Reported by Exchanges :

Nurm)er " Bhares in Shares so]d " Vilue
-, offer . !

12 months ended Dec. 31, 1962 «

Bpecial offerings . o2, 48 200 . 48,200 $587,650

Exchange distributions. 41 2 530, 851' 2,845,070 ' 85,459,197
Becondary distributions--.—.. S o 89| 11,881, 319 12,143,656, | 658, T80, 305

6 months ended June 30, 1963

Bpecial offerings_ . ____ inmmmmmmmmmmmm mmmmimmm e | et e e mcm i e e e St e e
Exchange aistribtlons oo oocioeomomeeoe 30 1,49t, 708 - 1,402,383 55, 466, 679
Semndary d].stribunons ............... am b Ee————— . o2 9, 174,840 8, 529,660 | 394, 651,:'376

a Datalls of these distributions appear in the Commisslon's monthly Statistical Fulletins. Data for
prior years are shown in appendix takle 1L, ,

: . MANIPULATION AND STABILIZATION
Manipulation
The IExchange Act describes and prohibits certain forms of manipu-
lative activity in any security registered on a national securities ex-
change. * The prohibited activitiés include wash sales and matched
orders effected 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 in which the price of such,
security is raised or depressed, or.in which actual or apparent active.
trading is created for the purpose of inducing purchases or sales of
such security by others; circulation by a br: olxer dealer, seller, or buyer,
or by a person who receives consideration fr om & broker, deﬂler, %eller

717-943—64——5H
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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 commis-
sion to adopt rules and regulations to define and prohibit the use
of these and other forms of manipulative activity in any security
registered on an exchange or traded over the counter.

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

When unusual and unexplained market activity in a security is
observed, all known information regarding the security is examined
and a decision made as to the necessity for an investigation. Most
investigations are not made public so that no unfair reflection will be
cast on any persons or securities and the trading markets will not be
upset. These investigations, which are conducted by the Commis-
sion’s regional offices, take two forms. A preliminary investigation
or “quiz” is conducted to discover rapidly evidence of unlawful ac-
tivity. If it appears that more intensive investigation is necessary, a
formal order of investigation, which carries with it the right to sub-
poena witnesses and documents, is issued by the Commission. If
violations by a broker-dealer are discovered, the Commission may insti-
tute administrative proceedings to determine whether or not to revoke
his registration 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 injunetion
against any person violating the Exchange Act and it may refer in-
formation obtained in its investigation to the Department of Justice
recommending that persons violating the Act be criminally prose-
cuted. In some cases, where the activities are essentially local in
character and state jurisdiction is not open to question, the informa-
tion obtained may be referred to state agencies for injunctive action
or criminal prosecution.

The following table shows the number of quizzes and investigations
pending at the beginning of fiscal 1963, the number initiated in fiscal
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1963, the number closed or completed during the same period, and
the number pending at the end of the fiscal year:

Trading investigations

Quizzes Investiga-
tions
Pending June 30, 1982 _ .t dmimmm—ememm 8 12
B 105 18 T R b& 1B
B 7 R 133 30
Closed or completed during fiseal gear. . oo o e 61 4
Changed to formal during fiscal year_ . .o bE. ) I
OB e e o oo rm e cmcam e mmme e ammmm e mmmam e ———————— ki) 4
Pending at end of f8e8] el .. o mmcemoees 54 26

When securities are to be offered to the public, their markets are
watched very closely to make sure that the price is not unlawfully
raised prior to or during the distribution. A total of 1,157 registered
offerings, having a value of $14.8 billion, and 517 offerings exempt
under Section 3(b) of the Securities Act, having a value of about
$101 million, were so observed during the fiscal year. A total of
162 other offerings, such as secondary distributions and distributions
of securities under special plans filed by the exchanges, having a
total value of $374 million, were also kept under surveillance.

Stabilization

Stabilization involves open-market purchases of securities to pre-
vent or retard a decline in the market price in order to facilitate a
distribution. It is permitted by the Exchange Act subject to the
restrictions provided by the Commission’s Rules 10b—6, 7T and 8. These
rules are designed to confine stabilizing activity to that necessary
for the above purpose, to require proper disclosure and to prevent
unlawful manipulation. '

During 1963 stabilizing was effected in connection with stock
offerings totaling 24,435,202 shares having an aggregate public offer-
ing price of $680,107,579 and bond offerings having a total offering
price of $216,689,800. In these offerings, stabilizing transactions
resulted in the purchase of 476,799 shares of stock at a cost of $12,603,-
474 and bonds at a cost of $3,019,225. In connection with the stabi-
lizing transactions, 4,387 stabilizing reports showing purchases and
sales of securities effected by persons conducting the distribution were
received and examined during the fiscal year.

INSIDERS' SECURITY HOLDINGS AND TRANSACTIONS

Section 16 of the Act is designed to prevent the unfair use of
information by directors, officers and principal stockholders by giving
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publicity to their security holdings and transactions and by removing
the profit incentive in short-terin trading'by them in securities 6f their
company. Such persons by virtue of their position may have knowl-
edge of the company’s condition and prospects which is-unavailable
to the general public and may be able to use such information to their
personal advantage in transactions in the company’s securities. Pro-
visions similar to those contained in Section 16 of the Act are also
contained in Section 17 of the Public Utility Holding Company Act
of 1935 and Section 30 of the Investment Company Act of 1940,

Ownership Reports

Section 16(a) of the Securities Exchange Act requires every per-
son who is a direct or indirect beneficial owner of more than 10 percent
of any clags of equity securities {other than exempted securltles) which
is reglstered on a national, securltles exchange, or who is a director
or officer of the issuer of such securities, to file reports with the Com-
mission and the exchangs disclosing his ownership of the issuer’s
equity securities. This 1nf0rma,t10n must be kept current by filing
subsequent reports for any month in.which.a change in his owner-
ship. occurs.. Smular reports are required by Section 17(a) of the
Public Utility Holdmg Company Act of officers and directors of
public utility holding companies and by Section 30 (f) of the Tnvest-
ment Company Act of officers, directors, principal security holders,
members of advisory boards and investment advisers or affiliated
persons of investment advisers of reglstered closed—end mvestment
companies.

ATl ownership reports are available for public inspection as soon
as they are filed at the Commission’s office in Washington and reports
filed pursiant to Section 16(a) of the Securities Exchange Act may
also be inspected at the exchanges where copies of such reports dre

filed. In addition, for the purpose of making the reported informa-

tion available to lnterested persons who may not be able to inspect
the reports i person, the Commission summarizes and publishes such
information in 2 monthly “Official Summary of Security Transactions
and Holdings,” which is distributed by the Government Printing Office
on a subscription basis. Subscriptions to this publication exceed
16,000.

During the fiscal year, 41,807 ownership reports. were filed, a slight
decrease from the record hlgh of 42,983 reports filed during the 1962
fiscal year. :
Recovery of Short-Swing Trading Profits by Issuer

" n order to prevent insiders from making unfair use of information
which may have been obtained by reason of their relationship with a
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company, Section 16 (b) of the Securities Exchange Act, Section 17 (b)
.of the Public Utlhty Holding Company Act, and Sectlon 30(f) of the
Investment 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 perlod of less than 6 months. The Commission has certain exemp-
tive powers with 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 Regilation '

Under Sections 14(a) of the Securities Exchange Act, 12(e) of the
Public Utility Holding Company Act of 1935, and 20(a) of the In-
vestment Company Act of 1540, the Commission-has adopted Regn-
lation 14 requiring the diselosure in a proxy statement of pertinent
information in connection with the solicitation of proxies, consents
and authorizations in respect of securities of companies subject to
those statutes, in order that holders of such securities will be able to
act intelligently on such matters. The regulation provides, among
other things, that when the management is soliciting proxies, any
security holder desiring 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 limitatiohs, 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 security holders may at.any time make an independ-
ent proxy solicitation upon compliance with the proxy rules, whether or
not the management 13 making a solicitation. Certain additional
provisions of the regula.tlon are applicable where a contest for control
of the management of an issuer is involved.

Coples of proposed proxy material must be filed with the Commis-
sion in preliminary form prior to the date of the proposed solicitation.
Where preliminary material fails to meet the prescribed disclosure
standards, the management or other group responsible for its prepara-
tion is notified informally and given an opportunity te aveid such
defects in the preparation of the proxy material in the definifive form
in which it is furnished to stockholders,

Statistics Relating to Proxy Statemenis .
During the 1963 fiscal year, 2,396 proxy statements in definitive form
were filed under the Commission’s Regulation 14 for the solicitation of
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proxies of security holders; 2,375 of these were filed by management
and 21 by nonmanagement groups or individual stockholders. These
2,396 solicitations related to 2,231 companies, some 165 of which had
more than one solicitation during the year, generally for a special
meeting not involving the election of directors.

There were 2,205 solicitations of proxzies for the election of directors,
174 for special meetings not involving the election of directors, and 17
for assents and authorizations for action not involving a meeting of
security holders or the election of directors.

In addition to the election of directors, the decisions of security
holders were sought through the solicitation in the 1963 fiscal year of
their proxies, consents and authorizations with respect to the following
types of matters:

Mergers, consolidations, aequisitions of businesses, purchases and sales of
property, and dissolutions of companies._ ... __ .. _.... 116

Authorizations of new or additional securities, modifications of existing
securities, and recapitalization plans (other than mergers, consolidations,

3 R 225
Employee pension and retirement plans (including amendments to existing

Plans) e e mecc—m—e— 44
Bonus, profit-sharing plans and deferred compensation arrangements

(ineluding amendments to existing plans and arrangements) ... _...__ 49
Stock option plans (ineluding emendments to existing plans) . _________.. 183
Stockholder approval of the selection by management of independent

BUAIbOrE e ememeccmmaaan 908
Miacellaneous amendments to charter and by-laws, and miscellaneous cther

matters {excluding those involved in the preceding matters)__._..___. 590

Stockholders’ Proposals

During the 1963 fiscal year, 56 stockholders submitted a total of 229
proposals which were included in the 184 proxy statements of 134
companies under Rule 14a~-8 of Regulation 14.

Typical of such stockholder proposals submitted to o vote of security
holders were resolutions relating to amendments to charters or by-
laws to provide for cumulative voting for the election of directors,
limitations on granting stock options and their exercise by key em-
ployees and management groups, sending a post-meeting report to
all stockholders, changing the place of the annual meeting of stock-
holders, and the approval by stockholders of management’s selection
of independent auditors.

The managements of 26 companies omitted from their proxy state-
ments under the Commission’s Rule 14a-8 a total of 61 additional
proposals submitted by 45 individual stockholders. The principal
reasons for such omissions and the numbers of times each such reason
was involved (counting only one reason for omission for each pro-
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posal even though it may have been omitted under more than one pro-
vision of Rule 14a-8) were as follows:

(a) 36 proposals were withdrawn by the stockholders;

(b) 8 proposals related to the ordinary conduct of the com-
pany’s business;

(c) T proposals were not o proper subject matter under state
law;

(d) 5 proposals werenot timely submitted ;

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

(f) 1 proposal involved substantm]ly the same matter as one
previously submitted to security holders;

(g) 1 proposal and reason therefor was deemed misleading.

Ratio of Seliciting to Non-seliciting Companies

Of the 2417 issuers that had securities listed and registered on
national securities exchanges as of June 30, 1963, 2,254 had voting
securities so listed and registered. Of these 2,254 issuers, 3 listed
and registered voting securities for the first time after their annual
stockholders’ meeting in fiseal 1963 ; of the remaining 2,251 issuers with
voting securities, 1,875 or 83 per cent solicited proxies for the election
of directors under the Commission’s proxy rules during the 1963
fiscal year.
Proxy Contests

During the 1963 fiscal year, 27 companies were involved in proxy
contests for the election of directors. A total of 376 persons, both
management and nonmanagement, filed detailed statements as par-
ticipants under the requirements of Rule 14a-11. TProxy statementsin
18 cases involved contests for control of the board of directors and
those in 9 cases involved contests for representation on the board,

Management retained control of the board of directors in 10 of the
18 contests for control, 1 was settled by negotiation, nonmanagement
persons won 4, and 3 were pending as of June 80, 1963. Of the 9
cases where representation on the board of directors was involved,
management retained all places on the board in 6 cases.

INVESTIGATIONS

Section 21(a) of the Act authorizes the Commission to make such
investigations as it deems necessary to determine whether any person
has violated or is about to violate any provision of the Act or any rule
or regulation thereunder. The Commission is authorized, for this
purpose, to administer oaths, subpoena witnesses, compel their attend-
ance, take evidence and require the production of records. In addition
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to the investigations undertaken in enforcing the anti-fraud, broker-
dealer registration, and other regulatory provisions of the Act, which
are discussed in Part XTI of this report under “Complaints and Investi-
gations,” the fellowing 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 periodic reports and proxy material :

Investigations pending at beginning of the fiscal year____________ 21
Investigations initiated during the fiseal year_ ... . . . . ._ 19

_— 40
Investigations closed during the fiseal year._ o .. _... 13
Investigations pending at close of the fiseal year ... 27

REGULATION OF BROKER-DEALERS AND OVER-THE-COUNTER
MARKETS

Registration

Section 15(a) of the Securities Exchange Act of 1934 requires the
registration of all brokers and dealers who use the mailg or instru-
mentalities of interstate commerce to effect or induce transactions in
gecurities 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.

The table below sets forth statistics on broker-dealer registrations
and applications for fiscal 1963.

Effective registrations at close of preeeding fiscal year_ . ___.___. 5, 868
Applications pending at close of preceding fizseal year__. ... ______. 81
Applications filed during fiscal year_ .. ___________. mmwemmm—e—————— 679

Total . - o e e e immcmmmimmmmmmmmmmmmmmmmmeam—e e 6, 628
Applieations denfed____ _____ o el_o. 12
Applications withdrawn _________________ ... 18
Applications cancelled. . _______ .. 0
Registrations withdrawn___________________ ... 908
Registrations cancelled __________________________________________. a0
Registrations revoked. ... 74
Registrations suspended . - - - - oo 4
Registrations effective at end of year____ ______ . ___________._ 5, 482
Applications pending at end of year.______________________________._. 50

Total e 6, 638

o 23 reglatrations were in suspencion at close of the flseal year,
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ADM[NISTRATIVE PROCEEDINGS

" Under Section 15 (b) of the Exchange Act, the’ Commission has
the power to deny or revoke the registration of a broker-dealer. A%
order of denial or revocation will be issued, after notice and opportu-
nity for hearing, if the Commission finds that such'sanction is in the
public interest and that the applicant or registrant, or any pattner,
officer, director, or other person directly or indirectly controlling or
controlled by the applicant or registrant, 1s subject.to. a statutory
disqualification. The statutory disqualifications are:

(1) willfully false or mlslefxdmg statements in the application
for registration or documents supplemental thereto; :

(2) conviction -within the-previous-10 years of a felony or mis-
demeanor involving the purchase or sale of securities or arising out
of the conduct of business as a broker-dealer;

{3) injunction by a court of competent ]111]5(1101:.1011 ftgamst en-
gaging in any practices in connection mth the pulchase or sale of

securities; and
(4) “willful violation of the Secuutles Act of 1933 or the Ex-

change Act or any of the Commission’s rules or 1eguht10ns thereunder,

The Commission has no authority to deny or revoke ‘registration
without finding a dlsqua1111cat1011 of the’ types set forth. Therefore,
bad reputation or character, or inexperience in the securities busmess
or even conviction of a felony unrelated to transactions in securities is
not & basis for ordering denial or revocation of registration.

Section 15A of the Exchautre Act empowers the Commission to sus-
pend or expel a broker—dealer from membership in a registered securi-
ties assoclation upon a finding of violation of. the Federal securities
laws or regulations thereunder. The National Association of Securi-
ties Dealers, Inc. (“NASD”) is the only such association. Section
19{a) (3¥ of the ‘Act gives the Cominission power to take similar
action against members of national securitics exchanges ‘

Pursuant to the provisions of Section 15A (b) (4)-'of the Securities
Exchange Act, in the absence of Commission approval or direction, no
broker or dealer may be admitted to or continued in membership in the
NASD if the broker or dealer or any partner, officer, director, or con-
trolling or controlled person.of such broker or dealer was a cause of any
order of denial or revocation of registration or suspension or expulsion
from membership which is in effect. ~ An individual named as a cause
often is subject to one or more statutory disqualifications under Sec-
tion 15(b) and his employment by any other broker-dealer thus could
also become & basis for broker-dealer revocation or denial prooeeduws
against such employer.
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Set forth below are statistics on administrative proceedings in-
stituted during fiseal 1963 to deny and revoke registration and to
suspend and expel from membership in an exchange or the NASD.

Proceedings pending at start of fiscal year to:

Revoke registration .. e mmeaoaaoas 50
Revoke registration and suspend or expel from NASD or exchanges_. 92
Deny registration. ..o acrerccceece—m- 20

Total proceedings pending at start of fiseal year_________________ 162

Proecedings instituted during fiscal year to:

Revoke registration . o e emeiccemeaccmmee————— 34
Revoke registration and suspend or expel from NASD or exchanges__ 58
Deny registration .. .o mmmrccmaara—- 5

Total proceedings instituted - _ _ L .___ a7

Total proceedings current during fiseal year_____ . ______________ 259

Disposition of proceedings:
Proceedings to revoke registration:

Dismissed on withdrawal of registration .. ___ . _____._.___ 2
Registration revoked __ __ e 36
Registration eaneelled . e —————— 2
Registration revoked and firm expelled from NASD . ... 1
Proceedings terminated without prejudice to subsequent institution
of new prooeedings based on same or other charges. .. .. __...__ 2
Lotal e mme e m e mm————— - 43

Proceedings to revoke registration and suspend or expel from NASD or
exchanges:

Registration revoked _ . e - 3
Registration revoked and firm expelled from NASD ___.._ ... ...
Dismissed on withdrawa) of registration. .. oo cneaoo
Registration caneelled. oo
Suspended for a period of time from NASD._ _____ ... __...
Proceedings terminated without prejudice to subsequent institution

He e LT wl e

of new proceedings based on same or other charges. . . ... .__.__ 9
Proceedings dismissed and registration continued in effect . - ... ___ 3
Total o e mee e e i micadccrremec—resasc———me—a——e 63
Proceedings to deny registration:
Registration denied . oo oo cem i ccccaceaccmnereeccac e e———— .- 12
Dismissed on withdrawal of application. . .o oo _o___ 1
Proceedings dismissed and registration permitted to become effective__ 1
Total o e — e mmmmm e ———— 14
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Proceedmgs pending at end of ﬁscal yea.r to

-Revoke registration_ . __ Ll dcdca—sa—sumam—=—n. 41
Revoke registration and suspend or expel from NASD or exchanges__ 87
Deny registration....._____ SR Ep R 11
Total proceedings pending st end of fiscal FeAr_ el 139
Tetal proceedings accounted for. . ________..._. 259

Revocation or Denial of Registration

A summary of the eases in which the Commission revoked or denied
broker-dealer registrations during the 1963 fiscal year appears at
the end of this section. However, a few cases of unusual interest or
significance are set forth in some detail in the following paragraphs:

Mac Robbins & Co., Ine.—On remand to this Commission from
the Court of Appeals for the Second Circuit, the Commission re-
affirmed its previous determination that two salesmen for the firm of
Mac Robbins & Co., Inc., had engaged in fiandulent acts and practices
and were each a caunse of the revocation of the broker-dealer registra-
tion of the firm. The Commission found that these two salesmen
were aware of and participated in that firm’s “boiler-room™ selling
activities and had themselves made unwarranted representations to
customers.? '

"The salesmen, Irwin Berko and Arnold Leonard Kahn, had been
named as causes of the February 1961 revocation order against Mac
Robbins & Co., Inc. along with seven other salesmen,® but neither
the firm nor the other salesmen joined in the appeal. In remanding
the ease to the Commission, the Court asked the Commission to re-
examine the participation by Berko and Kahn in the illegal opera-
tions of the firm, including the right of the salesmen to rely on in-
formation provided by their employer.

In its subsequent decision the Commission stated that “participation
in a high-pressure sales effort involving the use of misleading sales
materials, and the making of extravagant predictions and projections,
without basis in factual information and withont adequate disclosure
of material adverse information, is ineonsistent with the duty of
brokers, dealers, and their salesmen to deal fairly with their cus-
tomers” ‘and a violation of the anti-fraud provisions of the Securities
Acts. ‘ )

On the right of salesmen to rely upon information furnished by
their employer the Commission declared, “Whatever may be a sales-
man’s obligation of inquiry, or his right to rely on information pro-
vided by his employer, where securities of an éstablished issuer are

* Becurlties Exchange. Act Relense No. 6846 (July 11, 1962).
340 B.E.C. 487, §86.
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being recommended to customers by a broker-dealer who is not en-
gaged in misleading and deceptive high-pressure selling practices,
that situation is not presented-here. Certainly, there can be little, if
any, justification for a claim of reliance on literature furnished by
an employer who is engaged in a fraudulent sales campaign. In our
view, a black letter rule providing exculpation of a salesman in such
circumstances, because of reliance on his employer, would place a
premium on indifference to responsibilities at the point most directly
and intimately affecting the investor,” - - :

. The Commission’s position was then afﬁrmed ona subsequent appeal
to the Court of Appeals, whose decision, sub nom. Berko v. Securities
and Ezchange Commission, is discussed on page 116 infra.

. A. J. Caradean & Co., Ine.—In this proceeding the Commission
denied an application for broker-dealer registration by A. J, Caradean
& Co., Ine. and named Jerome H, Truen and Jack Cohen, co-owners
and principal officers of the applicant, as causes-of the denial order.
The Commission found that Truen. and Cohen,.while employed as
salesmen by N. Pinsker:& Co., Inc., during 1957-59,.had made false
and misleading statements in the offer and sale of securities of Tyrex
Drug & Chemical *Corporation and Seaford-Mar, Marina, Inc., in
Wlllful violation of the anti-fraud provisions of the ¥ederal securities
laws. Pinsker's registration had been revoked in.1960, for fraud in
the sale of Tyrex stock.® “It seems clear,” the Commlssmn stated in
summarizing its findings, “that both salesmen enﬂ'tged in an intensive
high-pressure telephone campaign- to sell highly speculative and pro-
motional securities to customers irrespective of their investment needs
and objectives. Their sales techniques of highly colored representa-
tions and predictions of rapid and substantial market price rises with-
out disclosure of adverse information and the lack of adequate infor:
mation were calculated not to inform but to mislead. 'We do not believe
that the investing public should be exposed to further risk of frandu-
lent conduct by individualg such ag Truen and Cohen who have dem-
onstrated their gross indifference to the basic duty of fair dealing
required of securities salesmen,”

Alexander Reid & Co., Inc.—In this proceednw the Commlssmn
revoked the registration of the firm and named as causes ‘Alexander
Silberman, its president and sole stockholder, and the firm’s sales-
men, for the frandulent offer and sale of the stock of Woodland Elec-
tronics Co., Inc.®! The Commission found that representations made
by .the respondents regarding Woodland’s contracts and production
and anticipated appreciation in the price of its stock were false or

4 Securities Exchange Act Release ND 6903 (Octiober 1, 1962)
540 B.E.C. 285
¢ Becurities Exchange Act Release No. 7016 (February 7, 1983).
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misleading. It'stated that optimistic representations, even if couched
in terms of opinion and expectation, were fraudulent when they
lacked a ressonable basis. Respondents contended that the salesmen
honestly and reasonably believed that a machine produced by Wood-
Iand would become a success, that the company had bright prospects
and that the stock would rise in price. They argued that they had
observed a demonstration of the machine, that the company had re-
ceived many letters of interest, and tha,t its balance sheet showed
working capital of about $50,000. The Commission held, however,
that these asserted facts could not afford a basis for predlctlons of
specific and substantial price rises and offered no reasonable basis for
enthusiastic predictions of business success.

Heft, Kahn & Infante, Inc.—-This case, in which the Commission
revoked the firm’s registration for fraud in the sale of stock of United
States Communications, Inc., presented the novel question of the
responsibility of a research analyst who, pursuant to his employer’s
instruction, prepared fraudulent sales literature. The Commission
found, among other things; that the analyst.knew or had good reason
to suspect that the key points conveyed by the-“message” in the market
letters prepared by him were completely unreliable. 'The Commis-
sion, in’ concluding that the analyst participated in and aided and
abetted the firm’s willful violations of the anti-fraud provisions of the
Securities Acts, stated : “A member of the research staff of a broker-
dealer may well be entitled to rely, so far as he personally is concerned,
upon materials concerning a, going business supplied by an issuer or
by his employer absent facts and circumstances which would raise
doubts in the mind of a eareful and-responsible-analyst 45 to the relia:
bility ef the materials or the propriety of their use for ‘a particular
purpose. In the eircumstances of this case, however, we think Binday’s
defense that he followed the instructions of his-employer is unavailing,
By proceeding with the preparation of thie false and misleading market
letter notwithstanding his knowledge of the absence of supporting facts
and in light of the all-too-evident warnings of irregularities and the
indicated irresponsibility and lack of diligence on the'part of the prin-
cipals of the registrant and TISC fthe issuer], he became.an important
part of an apparatus perpetrating a fraud. ‘Under these facts, if a
salesman had'made these statements orally to his customer, we would
have no hesitaney in finding him a cause of 'our order of revocation.
In his fabulist role, Binday’s activities were no less reprehiensible
and no less willful; indeed, the market letter was designed to reach
a much wider audlence than the oral statements of a salesman.” 7

7 Secnrities Exchange Act Release No, 7020 (February 11, 1963). o
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The following summary, covering the cases in which broker-dealer
registrations were revoked or denied other than those already discussed,
reflects the principal basis or bases upon which such action was taken:

Number
of broker-
dealers

False and misleading statements in offer or sale.of securities_ . _____._.. 22

False and misleading statements, violations of net capital rule_...._..__. 10
False and misleading statements and,"or other fraudulent aetivities,

violations of securities registration provisions_______________________. 12
False and misleading statements andfor other fraudulent setivities,

violatious of securities registration provisions and net capital rule______ : 4

Violations of net eapital rule, injunetions, and in one case also & conviction. - 2

Failure to file required financial TePOItS. ool ooolo 20
Violations of credit extension regu]atlons, and in most. 1nstances also of

~ mnet eapital rule L e eicdacemrmenmm et e oao 7

Violations of books and records requirements. .-t oo o oo loaeioas 3
False and misleading statements in-registration applieation or ﬁnanmal

statements filed therewith _____.______. _____________ cmmmmme i 4

Other Sanctions : . o ;

During the fiscal year, the Commission. suspended the following
broker-dealers from membérship in the National Association of Securi-
ties Dealers, Inc.: Aos Treat & Co., Ine., for 12 months;® D. F.
Bernheimer & Co., Inc., for 6 months; ) C. A Benson & Co., Inc., for
30 days; ** and Sutro Bros & Co., for 15 days.*

In Sutro Bros. & Co.? the Commlssmn suspended the reglstrant
from membership in the National Association of Securities Dealers,
Inec, for 15 days, finding that registrant and its salesmen had “ar-
ranged” for the extension of credit in violation of ‘Section 7(a) of
Regulation T.** A number of registrants’ customers and salesmen
had financed securities transactions through First Discount Corp., a
factoring firm which madeé credit available in amounts greater than
those which registrant itself could have lawfully extended under the
margin requirements of Regulation T. The illegal arrangements con-
sisted of the conduct of salesmen who acted as intermediaries between
customers and First Discount Corp., conveyed customers’ communica-
tions to the factor or vice versa, and responded to requests or directives
of the factor concerning customers’ transdactions.

The Commission said that through these activities of its salesmen,
the broker had become “so involved in the extension or maintenance
of credit for the.customer by the lender as to be held to be arranging.

8 Bacurities Exchange Act Release No, 6971 (December 17, 1082).
© Securlties Exchange Act Release No. 7000 (January 23, 1963).
10 Securities Exchange Act Release No. 7044 (March 26, 1963).

1 Becurittes Exchange Act Release No, 7053 (April 10, 1.963).

12 Secnrities Exchange Act Release No. T0H2 (April 10, 1963).
112 CFR 220.7(a).
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These are activities in relation to the credit absent which the credit
would not be supplied by the factor. If the broker acts for the
customer or the factor in these matters, he has involved himself in
the financial arrangements which are entxrely unrelated to his funec-
tion of executing his customer’s ordeis and following the customer’s
instructions as to delivery of securities and payment. If the credit
provided the customer exceeds the amount which the broker could
himself extend, we think the broker has violated Regulation T.”

The Commission rejected the contentlon that the prohibitions of
Regulation T did not apply to a salesman who arranged for the
extension of credit through a factor for his own account or that
of a -member of his fa,mlly The Comm1ssmn said that a salesman,
who eflects transactions in his own account occupies a dual role of
customer and repre,sentatlve of the broker-dealer and the. credit re-
strictions of Regulation T apply. to his activities in the latter capacity.
“It is immaterial,” the Commission stated, “that the salesman himself
is the instrument through whom the broker-dealer arranges, for the
extension of credit.”

While the Commission recovmzed that registrant had sought to
discourage and to forbid factormg, the Commission concluded that
registrant had not been diligent and alert enough in its supervision
procedures under all the circumstances. The Commission empha-
sized the need for adequate superwsmn of branch offices in large
organizations.

Suspension of Registration

" Section 15(b) of the Securities Exchange Act authorizes the Com-
mission to suspend a broker-dealer’s registration pending finil deter-
fination 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
ih the public interest or for the protection of investors. The regis-
trations of four broker-dealers were suspended during the past fiscal
year after hearings at which the evidence revealed that they were
engaging in serious misconduct.* To prevent further harm to in-
vestors the Commission determined that it was in the public interest
to suspend those registrations pending determination of the question
of revocation. The entry of a suspension order is riot determinative
of the ultimate questions of willful violations or revocation itself.

LW Lioyd, Miller and Company, Securities Exchange Act Release No. 8883 (August 15,
1962) ; Joe Bert Sissom, dolng business as Siseom Inveatment Securilies, Sccuritfes Ex-
change Act Relense No. 8892 (August 27, 1962) ; Nance-Kelth Corporation (September 10,
1862) ; Normen Joseph Adante, dolng business as Adama & CUompany, Securitles Exchange
Act Release No. 7072 {April 30, 1983). :
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Net Capital Rule

_‘The basic purpose of Rule 15¢3-1, promulgated by the Commission
under Section 15(c) (3) of the Exchange Act, is to safeguard funds
and securities of customers dealing with registered broker-dealers.
This rule, commonly known as the net capital rule, limits the amount
of indebtedness which may.be incurred by a broker-dealer in relation
to its capital. Tt provides that the “aggregate indebtedness” of a
broker-dealer may not exceed 20 times the amount of its “net capital”
as computed under the rule.

If it appears from an exammatlon of the reports ﬁ]ed by a rerrlstered
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 complmnce Unless the capital situation is pmmptly remedied,
injunctive action may be taken’ by the Conumssmn and in addltlon
proceedings may be mstltuted to revoke the broker dealer’s reo'lstra-
tion, During the past “fiscal year, violations of the net capital rule
were charged in 33 injunctive actions and in 25 revocatlon_proceedlngs
instituted against broker-dealers. .

.. Registered broker-dealers who. p'trtlmpate in “firm commltment”
underwrltmus 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.
analyzes the latest available information on the ca,plta,l 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 rerrlstl ation statements
filed under the Securities Act will be demed where underwriting com-
mltments may engender, v101at10ns of the net capital rule by ‘my
participating underwriter. A pmrtlclpant found to be ma.dequate]y
capitalized to take down his commitment is notified and given an oppor-
tunity to adjust his financial position to meet the requirements of the
rule without reducing his commitments, If. he is.unable to meet such
requirements, he must decrease his “ﬁrm commitment” until comph-
anee with the rule is reached. If necessary he may have to withdraw
from the underwrltmg or participate on a “best efforts” basis only.

As a result of recommendations of the Special Study of Securities
Markets, the Commission presently has under-consideration a proposed
rule , which ‘would establish, minimum net capital requlremants for,

broker-dealers.
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Financial Statemenis ) . _ .

Rule 1725 under Section 17.(a) of the Exchange Act requires reg-
istered broker-dealers to file annual reports of financial condition w1th
the. Commission. Such reports.must be certified by a certified public
accountant. .or public. accountant who is in fact independent,. with
certain specified limited exemptions applicable to situations where
certification does not appear necessary for customer protection.
Under, certain eircumstances member firms of national securities ex-
changes are exempt from the necessity of certification and an exemp-
tion is available for a broker-dealer who, since his previous report, has
hmlted his.securities .business to suhcltlng subscriptions as an agent
for issuers, has transmitted funds and securities promptly, snd hasnot
ctherwise held funds or securities for or owed monies or securities to
customers. Also exempt is a broker or dealer who, from the date of
his last report, has confined his business to buying and selling evidences
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 st and 5th.
months after the effective date of the registration. All reports must
be filed within 45 days after the date as of which the report speaks.

, Through these reports the Commission and the public'may evaluate
the financial position and responsibility of broker-dealers. The finan-
cial .report is one means by which the staff- of the Commission de-
termines whether the registrant is in compliance with the net capital
rule. Failure to file the requlred reports may result in .the institution
of revocrttlon proceedings. However, it is the pohcy of the -Commis-
sion first to advise the broker -dealer of his obligations under the rule
and to give him an opportunlty to file the report.

During the fiscal year 5,197 reports of financial condition were filed
with the Commission compared tothe 1962 total of 5,228.

. As of February 14, 1963, the last date for broker-dealers to filetheir
1962 annual financial reports, if prepared as of December 31, 1962,
a large number were.delinquent in their filings. An effort has been
made to obtain the termination of the TengtI‘ﬂtIOIlS of those broker-
dealers ‘through revoeation, withdrawal or cancellation. A continu-
ing effort will be made to secure the filing of financial reports of all
reo'lstered broker dealers in comphsmce with the Commission’s
requlrements
Broker-Dealer Inspections . ) .

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

© 717-943—84—8
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number of such mspect:ons totaled 1,534. The inspection device is i
most useful instrument in protectmg 1nvest0rs and detecting vm]atlons
of the Federal securities laws. The irispection, among ‘other thlngS,
determines a broker-dealer’s financial condltlon, reviews his pricing
practices, evaluates the safeguards employed in handling customers’
funds and securities, and determines whether a,dequate and accura.te
disclosurés are made to customers.

The Commission’s inspectors also determitie 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 Regulatlon T of the Federal Reserve Board.
Inspectors also look: for excessive trading or switching in customers’
accounts. Inspectors frequently find evidence of thé salé of untegis-
tered securities or ‘of fraudulent practices siich as use of improper
sales lltera,ture. or sales techniques,

When mspectlons reveal that a broker-dealer is violating the statutes
or rules, consideration is given to the type of violation and the effect
ofl the publlc The Commission does not take formal action as a result
of -every infraction dlscovered Inspectlons frequently reveal inad-
vertent violations Whlch are 'discovered before becoming serious ‘and
before customers’ fiinds or securities are in danger When no harm
has come to the investing publlc the reglstrant is informed of the vio-
lations and advised to correct the improper practlces If the vmla-
tion ‘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
inspection program during the fiscal year: =

Number

Type . : of brokers
Financial diffieulties_________________..___ A 328
Hypotheeation rules. oo cmscccmcrcccccecvmecarmrnan- SRR 39
Unreasonabie prices in securities purchases and sales. . .. .. __. —- 187
Regulation T of the Federal Reserve Board___ .. ____._____...___..___.l._ 147
“Secret proft’ _ _ .l __-. R, P S, 5
Confirmation and bookkeeping rules_ - ...l e uioiaiaaL . B47
Other.. e al_- e cemeasimmmeem—asas, 384
" Total indicated violations_......_._. R =rgme ———emmana 1, 937

The National Association of Secumtles Dealers, Inc ‘and the prin-
eipal stock exchanges also conduct inspections of thelr members, and
some states have inspecti()n programs. Each inspecting agency con-
ducts inspections in accordance with its own procedures and with
particular reference to its own regulations and jurisdiction. Inspec-
tions by the Commission are primarily concerned: with the detection
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of violations of the Federal securitiés laws and the Commission’s
regulations. The inspection programs of the self-regulatory agencies
and of the states afford added protection to the public. The Com—
mission and certain other inspecting agencies coordinate their inspec-
tions to avoid duplication and to obtain the widest pOSSlbIe coverage
of brokers and dealers. 'Agencies now participating in this céordina-
tion  program include the New York Stock Exchange, the American
Stock Exchange, the Boston Stock Exchange, the Midwest Stock Ex-
change, the Pacific Coast Stock Exchange, the’ Philadplphia-Baléi-
more-Washington Stock Exchange, the Pittsburgh Stock Exchange.;
and the National Assoclatlon of Securities Dealers, Inc. It is-hoped
that even closer coordination may become p0531ble in the future as
recommended by the Special Study of Securities Markets. This pro-
gram, however, does not preclude the Commission from inspecting
any broker-dealer that has also been inspected by another agency, and
such inspections are made whenever reason therefor exists.

SUPERVISION OF ACTIVITIES OF NATIONAL ASSOCIATI_(.“)N OF
SECURITIES DEALERS INC. ‘

The Securities Exchemge Act of 1934 in Section 15A (the “Ma,loney
Act”), provides for the registration with the Commission of national
securities associations and establishes standards for such associations.
The rules of such associations must be desjgned to promote just-and
equitable principles of trade, to prevent fraudulent and manipulative
acts and practices and to meet other statutory requirements. Such
associations are essentially dlsc1phnary in ‘purpose and serve as a
medium for the cooperative self-regulation of over-the-counter
brokers and dealers. They operate under the genéral supervision of
this Commission which is authorized to review disciplinary actions
and decisions which affect the membership of members, or of appli-
cants for membership, and to consider all changes in the rules of associ-
ations, The National Association of Securities Dealers, Ine, (NASD)
is the only Association registered under the Act.

In adopting legislation permitting the formation and registration
of such associations, Congress provided an incentive to membership
by permitting such associations to adopt rules which preclade a mem-
ber from dealing with a nonmember, except on the same terms and
conditions as the member affords the investing public. The NASD
has adopted such rules. Accordingly, membership is necessary to
profitable participation in underwritings and over-the-countér trading
since members may properly grant price concessions, discounts and
similar allowances only to other members, Loss or denial of member-
ship due to expulsion or suspension or other ‘ineligibility due to’'a
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statutory, dlsqu'mhﬁca,tlon or to failure to meet standards of qualifica-
tion established in NASD rules, thus 1mposes 4 severe economic
sanction,

. During the yea.r NASD membershlp decreased by 261 to stand at
4 664 as of June 380,,1963. This net.decrease was the result of 454
admlssxons to and 7 15-terminations of membership. In _the same
period the registered representative populatlon, which generally in-
cludes. all partners, officers, traders, salesmen and other persons em-
poned by or.afliliated with member firms in capacities which involve
their doing business directly with the public, declined by 15,030 to
87,375. ‘This decline was the result of 38,292 terminations of registra-
tions, as against 9,325 initial registrations a,nd 13,987 rereglsi:ra,tlons

NASD Disciplinary Actions

‘The Commission receives from the NASD summaries of decisions
in‘all disciplinary actions against members. A complaint instituting
disciplinary action must be-based on allegations that a member had
violated specified provisions of the Rules of Fair Practice, although
registered representatives of members, and persons controlhng or con-
trolled by members, may also be cited for having been the cause of a
vmlatlon ‘

" Where violatiohs are found one or more of the available sanctions
may be 1mposed These' 1nclude expulston or suspensmn from mem-
bership, revocation or suspenswn of registration as a registered repre-
sentative, fine and censuré. An individual may also be found to have
been the cause of a violation rmd of.the penalty imposed on another
party for such v1ola.t10n ‘Such 'a cause ﬁndmg can have far- -reaching
eﬂ'ects partlcularly m the case of expulsion or suspension from mem-
b_erslup ot suspension or revocation as a registered representative. A
person found to be a cause of suspension or expulsion from membership
can be employed by a member, while such suspension or expulsion is in
effect, only with approval of the Commission. Where an individual
should have been, but was not registered as a representative, a finding
that the unregistered person was a cause of an effective expulsion,
suspension or revacation acts as a disqualifieation from membership,
or control of or by a member, just as if such a penalty had been im- .
posed directly on the person found a cause of the violation underlying
the decision. In many cases more than a single penalty may be im-
posed so that expulsion, suspension or revocation may be accompanied
by a fine and/or censure. In cases where the penalty is a fine, censure
is customarily added.

During the year the Association reported to the Commission its
hnal disposition in 536 disciplinary complamlt actions against 503
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different member firms and 332 registered’ representativés.’® ~ With
respect to 88 members and 57 representatives, complaints were either
withdrawn prior to determination or were dismisséd on findings that
allegations of violations had not been sustdined. In the remaining
cases violations were found and some penalties weré imposed on 448
members and 275 registered repr esent,a.twes, or other 1nd1v1duals who
should have been but were not registered as representatives.

The maximum penalty of expulsion from membeirship was applled
against 65 different members {1 member having been expelled in &ach
of two separate decisions) and 16 members' were suspended from
membership for: periods ranging from 5 days'to 2 years. “In' many
of these expulsion or suspension cases, fines were also iniposed. In
one case the penalty iricluded suspension fr om,membershlp for 5 days,
a fine of $25,000 and-an assessment of $20,000 to cover costs.” In 310
cases, the major penalty imposed was'fines, ranging from $50° to $8,000:
In 55 other cases the only sanction 1mposed wag censure, although
censure was usually a secondary penalty 'imposed where expulmon,
suspension or fines were the major penalties imposed.

Registered representatives found in violation of rules were snnl]q,r]y
sub]ected to various penalties. The registrations of 03 representatives
were revoked and 30 had their registrations suspended for penods
ranging from 15 days to 2 years. Twenty two 1nd1v1du'ﬂs, some of
whom should have been but were not registered as representatlves,
were found to have been causes of expulsions or suspen';]ones of their
firms, - Fines weré imposed on 66 representatives in amounts rfmmng
from $50 to $5,000. Censure was the only penalty imposed on 65
representatives found to have acted imprbperly '

Comnussmn Review of NASD Actien on Membershlp

Sectlon 15A.(b) of the Act and the bylaws of the NASD provide
tlnt except where the Commisston 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 dlSﬂ.bllltleS speclﬁed
in the statute or the bylaws. By these provisions Commission ap-
proval is a condltlon to admission to or.continuance in Assocntlon
membershlp of any broker-dealer who, among other things, controls
or is controlled by a person whose registration as a broker- dealer has
been revoked or who has been and is: su%pepded or expelled from
Association membership or from a national. securities exchange, or
whose registration as a registered representative has-been revoked by

# §ome members were involved in more than one such case: 17 were Involved in 2 cuies ;
4 were Involved in 3; one wus Involved ln 4; and one was Iovolved In 6 cases. Some de-
cislons covered more than one compleint.



70 SECURITIES AND EXCHANGE COMMISSION

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 con-
tinuance in Association ‘membership, notwithstanding a dlsquahﬁca.-
tion under Section 15A (b) (4) of the Act, or under an effective Asso-
ciation rule adopted under that Section or Section 15A (b)(3), is
generally entered only after the matter has been submitted initially
to the Association by. the member or apphcant for membership.
Where, after consideration, the Association is favorably inclined, it
ordinarily files with the Cornm1ssmn an application on behalf of the
petitioner. A. broker-dealer, however, may file an application directly
with the Commission either with or w1thout Association sponsorship.
The: Comlnlssmn reviews the record and documents filed in support of
the a.pphcatlon and, where appropriate, obtains additional evidence.
At the beginning of the fiscal year one such petition was pending
before the Commission. During the year two petitions were filed;
decisions were issued in three cases; and no petitions were pending at
the year end. .

.The Commission found it appropriate in the public interest to
approve petitions filed by the Association for Commission approval
of the continuance in Association membership of two firms notwith-
standing their employment of disqualified persons.®

However, the Commission denied an application by Bruce William
Grocoff, doing business as Lloyd Securities, for an order directing
the Association to continue him as a member while employing Robert
Grocoff, his father, as a -controlled person.!” The latter had been
president and sole stockholder of R. G. Worth & Co., Ine., whose
broker-dealer registration was revoked in 1960, for w1_11fu1 v1_ol,at10ns
of the Commission’s net capital and record-keeping rules and the
credit requirements of Regulation T. Robert Grocoff was found
a cause of that order, The violations had extended over a 3-year
period and continued even after assurances of compliance and after
an’ injunction had been obtained against them. The NASD had
denied applicant’s request that it seek Commission approval of his
continued membership with his father as a controlled person. At
the hearing ‘before the NASD Board of Governors it was stated
that applicant’s securities business was to be taken over by Lloyd
Securities, Ine., whose principal officers and sole stockholders
were applicant _and Robert Worth, and that applicant and Worth
would manage and supervise the operations of the corporation, while
Grocoff, Sr.. would be employed as a salesman and-an advisor with

. 1% Securitles Exehange Act Releases Nos. 6969 (December 13, 1962) and 7069 (Apr“ 18,

1963)
7 Securlties Exchange Act Relense No. 6842 (July 10 1862).
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N

respect to investment situations,” Both applicant and Worth had
worked for a time for Worth & Co., under the supervision of Grocoff
Sr.- The N ASD. concluded, and the Commission agreed, that,in:the
llght of the more limited experlence. of applicant and Worth, and in
view of their personal and prior business relationships with Grocoﬁ
Sr., it was difficult;to.believe.that,the proposed.arrangement of control
and supervision would. be adequate under. the circumstances.

Commission Review, of NASD :Disciplinary .Action ¢

*Section 15A (g) of the Act-provides that disciplinary actions by the
NASD are subject to review by the Commission on its own-motion or
on the timely application of any aggrleved person. This Section also
prov1des that the effectiveness of any-penalty 1mposed by the NASD
is automatically stayed pending determination in any matter which
comes before the Commission for review. Section 15A(h) of the Act
defines the scope of the Commission’s review in proceedings to review
disciplinary action of the NASD, If the Commission finds that the
diseiplined person engaged in the acts or practices, or has omitted the
acts, found by the NASD and that such acts, practices, or omissions
to act are in violation of such rules of the Association as have been
designated in the determination, and that such conduct was incon-
sistent with just and equitable principles of trade, the Commission
must dismiss such proceedings unless it finds that the penalties im-
posed are excessive or oppressive, having due regard to the public
interest, in which case the Commission must cancel or reduce the penal-
ties. At the beginning of the fiscal year 15 review cases were pending
before the Commission; during the year 19 additional petitions for
review were filed, decisions were issued' in 9 cases, 2 petitions were
withdrawn prior to determination, and 23 petitions werse pending at
the year ‘end. Among the mgmﬁcant. cases decided by the Com-
mission during the year are the following :
- The Commission sustained findings by the NASD that Palombi
Securities Co:, Inc., Edward Palombi, president and registered rep-
resentative and Harry Barath, James DePasguale and Marvin Jay
Polsky, registered representatives, had violated certain of the NASD
Rules of ‘Fair Practice and that the violations constituted conduct
inconsistent with just and equitable principles of trade. It also sus-
tained the penalties imposed by the NASD, which had expelled the
firm from membership, found Palombi & cause of the expulsion and
revoked the regxstratlons of the lndlwdua,ls as reglstered representa-
tives:1®
. The NASD had found among other vmlatlons, that there was
sucha hlgh ratio of cancellations of retail sales by the firm in the course

1 Becurlties Exchange Act Release No. 6061 (November 30, 1862).
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of a Regulation A offering as to.indicate!that the respondents had’
engaged in a conspiracy to and did increase sales by sending confirma-
tions to persons who were solicited over the ‘telephone to purchase
stock but who did not, in fact, agree t6 make the purchase. Thé Com-
mission held that the ev1dence supported.the NASD finding. Among
other things, it consideréd' “the high-pressure selling methods, char-
acteristic of a boiler-room opemtion”which were used by the salesmen
and which “are often accompanied-by the use of false confirmations
to generate sales.”. The Commission also held that in determining
whether the rate of customer cancellations was beyond normal éxpec-
tations, the members. of- the -NASD District Commlttee properly
utilized their:experience in. the securities industry... - Y

The Commission sustained the NASD's.action in expelllng from
Association membership Vickers, Christy and Co., I'ne. and revoking.
the registrations of  Sydney. G Vickers,/r. and Wallw,m J. Christy
as registered representatives. This was the first case presented to the
Commission involving the responsibilities of NASD members:in hir-
ing registered,representntives. “The Commission (in an opinion. by
Chairman Cary) concluded that under the circumstances, the penalty
of expulsion was not excessive, and observed: “Both. the NASD and
we have been concerned with raising the standards of character, com-
petence and training of securities salesmen. . ... The salesman often
represents the major point, of contact between the securities business
and the general pubhcﬁa minimum level here can produce maximum
damage everywhere.” . Co '

Under the NASD’s. rules, any member which employs any person
who is required to be reglstered with the NASD, must have reason to
believe upon the exercise of reasonable care, and;must certify to the
NASD, that such person “is of good character and of good business
repute” and is or will be qualified by training-or experience to per-
form the functions assighed to him.. This determination isthe “coim-
plete” responsibility of the member, and “improper or unwarranted
certification . . . shall be deemed to be conduct contrary to hlgh
standards of commercial honor.”

- The NASD found that appellants had certlﬁed to the “good char—
acter and good business repute” of ;four salesmen “without having
exercised reasonable care” in investigating their background. The
investigation' consisted of 'casnal interviews and a telephone call to
Biltmore Securities Corp., a former employer of three of the sales-
men. That firm was a respondent in both injunctive and admlmstra—
tive Commission actions: ~ One of these salesmen had himself been
the subject of injunction proceedings based on violations of the regis-
tration and anti-fraud provisions of the Federal secur ities acts.
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Moreover, the four salesmen had previously been associated with: one
or more of a. number of other firms agamst which various adverse
 actions had been t_aken - The “superficial” nature of the firm’s inquiry,
the Commission stated, was hlghllghted by its “asserted ignorance
.of Biltmore’s dlfﬁcultles and the prior employment records of the
salesmen. We must doubt the depth of their interviews and investi-
gations when they failed completely tolearn of the formidable record
of the salesmen’s dubious connections.”

The Comm1ssmn also rejected, as immaterial, the contention that
the NASD had not found that the salesmen in fact were not of good
character and business reputation, pointing out that “the dereliction
.charged.concerns appellants’ duty to make a reasonable inquiry.and
‘to-certify. a reasonable belief based on information.” The appellants
indicated that they would not have engaged the salesmen had they
known of their past connections. “Here is the crux of the case against
them” the Commission stated ; “they did not kmnosw and made no reason-
able effort to find out.” *°

The Commission also sustained findings by- tha NASD that. Valley
Forge Securities Company, Inc., and J. William Landenberger, 111
and Claude F. McDaniel, its prlnclpa,l ‘officers and stockholders, vio-
lated the Commission’s net capital rule, the credit restrictions of
Regulation T and the NASD's interpretation of its Rules of Fair
Practice with respect to advertising and sales literature. The NASD
had expelled the firm from membership and revoked the registrations
as representatlves of Landenberger, McDaniel and another officer who
did not-seek review of the NASD action.

According to the Commission’s declslon the ﬁrm distributed a “Fi-
nancial Bulletin® designated as “A SPECIAL MEMORANDUM
REGARDING NEW ISSUES.” Thisbrochure, headed by the words
“FROM $2.50 to $76.00 PER SHARE IN SIX MONTHS,” included
a list of securities that had been the subject of initial offerings which
the firm was said to have either participated in or recommended: to
its clients and which were stated to have increased in price from 33
percent to 2,900 percent in very short periods.of time. - The brochure
offered to place the names of interested clients on a “NEW ISSUE
LIST,” which would purportedly entitle them to preferential treat-
ment in the disposition of new issues. The NASD found that while
many of the statements were superficially true, “the general connota-
tion of such a presentation is, in our judgment, neither wholly true,
nor in the best interest of the industry.” The Commission observed
that while the NASD did not in so many words find the use of the

1 Securities Exchange Act Release No. 6872 {August 8, 1962),
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bulletin to be a violation of the anti-fraud provisions of the Securities
Acts, the NASD did conclude that the bulletin contained statements
whose implications might mislead and that it did not provide a fair
basis for evaluating the facts presented. It alsonoted that the NASD’s
action was based on its published interpretation of its Rules of Fair
Practice that exaggerated or sensational statements or claims, the im-
plications of which may mislead, are prohibited.

The Commission emphasized that both it and the NASD are “con-
cerned with raising the standards of the industry. The phenomenon
of the ‘hot issue’ offers the less scrupulous broker-dealer a myriad of
opportunities to trade on the public greed and gullibility character-
istic of such a ‘hot market.” The public is done disservice by the dis-
tribution of sales literature which attempts to sell new issues on the
basis of a ‘hot’ market rather than on the merits of individual securi-
ties. This is particularly so where there is no explanation of or refer-
ence to the inherent risk in investing in new and untried enterprises.
The technique used by applicants in calling attention only to past
recommendations which were or would have been profitable is inher-
ently misleading and deceptive because by its very nature it emphasizes
the favorable facts, ignores any which are unfavorable, and fails to
caution that investment in subsequent new issues cannot always be
expected to show results comparable to the selected instances listed.
Furthermore, its appeal is bottomed on what has been colloquially re-
ferred to as the ‘bigger fool’ theory. This is simply the assurance that
regardless of whether the price paid for a security is fair and/or
reflective of the intrinsic value of the security or even reflective of a
rational public evaluation of the security, the security is still a good
buy because a ‘bigger fool’ will always come along to take it off the
customer’s hands at a higher price. To imply that this theory will
be perpetually applicable is an intclerable business practice which is
the antithesis of any acceptable standards of commereial honor.”

The Commission noted that applicants did not dispute their failure
to comply with the net capital rule and Regulation T and sustained
the NASD rejection of their contentions that these violations were
inadvertent and a result of a lack of experienced employees and the
inability of their accountants to prepare and submit monthly state-
ments on time.?

= Seenrities Exchange Act Release No. 7055 (April 12, 1963),



PART VI

ADMINISTRATION OF THE PUBLIC UTILITY HOLDING
COMPANY ACT OF 1935

In administering the Public Utility Holding Company Act of 1935
the Commission regulates interstate public-utility holding-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 nonutility companies which
are subsidiaries of registered holding companies. Although the
matters 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
ure three principal regulatory areas. The first covers those provisions
of the Act, contained principally in Section 11(b) (1), which require
the physical integration of public-utility companies and functionally
related properties of holding-company systems and those provisions,
contained principally in Section 11(b} (2), which require the simplifi-
cation of intercorporate relationships and financial structures of hold-
ing company systems. The second covers the financing operations of
registered holding companies and their subsidiaries, the acquisition
and dispesition of securities and properties, and certain accounting
practices, servicing arrangements and intercompany transactions.
The third includes the exemptive provisions of the Act, the provi-
sions covering the status under the Act of persons and companies,
and those regulating the right of a person affiliated with a public-
utility company to acquire securities resulting in a second such affilia-
tion. Matters embraced within this last area of regulation come
before the Commission and its staff frequently. Many such matters
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 Divi-
sion of Corporate Regulation performs the principal functions under
the Act. It observes and examines problems which arise in connec-
tion with transactions which are or may be subject to regulation under

75
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the Act and discusses such problems with interested persons and
companies and advises them as to the applicable Sections of the Aect,
the. rules thereunder and Commission policy with respect thereto.
Questions are raised with and problems are presented to the staff’
daily. These include questions raised by security holders and prob-
lems presented by companies contemplating transactions requiring
the filing of an application or declaration, particularly financing op-
erations and the acquisition and dlsposmon of securities and proper-
ties. This day-to-day activity includes prefiling discussions and con-
ferences, in person and by telephone, with company representatives
.and with.other persons .where the matter under consideration affects
their interest. Members of -the staff of this Division -actively par-
ticipate in-hearings and often aid the Commission in the preparation
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 a source of power.

COMPOSITION OF REGISTERED HOLDING-COMPANY SYSTEMS

" At the close of the fiscal year there were 24 holding companies
registered under the Act. Of these, 18 are included in the 16 re-
maining holding-company systems which are herein classified as
“active registered holding-company systems,” 2 of the 18 being sub-
holding companies in these active systems.! ‘The remaining 6 registerad
holding companies are of relatively small size and are excluded from
the active holding-company systems.? In the 16 active systems there
are 85 electric and/or gas utility subsidiaries, 40 nonutility subsidi-
aries, and 13 inactive companies. These, together with the 18 parent
holding companies, totaled 156 systemn companies. - The following
table shows the number of holding companies, the number of susidi-
aries, classified as -utility, nonutility, and inactive, in each of the
active systems as of June 30, 1963, and their aggregate assets, less
valuation reserves, as of December 31, 1962, which amounted to
$12,458,709,000 :

" These are The Potomac Edison Co., a subsidiary of Allegheny Power Sy.stem! Ine., and
Bouthwestern Electrle Power Co., 2 subsldlary of Central and South West Corp.

4 These holding companles are British Amerlcan Utilkties Corp, ; CoIoniaI Uiilities Corp. ;
High Plaing Gas Ce,; Kinzua 011 & Gas Corp. and {ts subholdtug company, Northwestern
Pennsylvenia Gas Corp and Standard Gae & Electrie Co, - .
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Classification of companies as of June 30, 1963

\ Co Apprepate
Solely | tered |Electric ’ ' aystngm '

. ' regis- [holding-| andfor | Non- In- Total | nssets, less
System fered |operat-| pas | utility | active | ‘com- |*valuation
kolding]. fng, | utility |suhsid-| com- | panies | reserves at

com- [ com- |subsid.| iaries | panies Deec. 31,
panies | panles | larles . L 1962 1

- ' t{thousands)
1. Allegheny Power System, Inc_._____. 1 1 13 5 2 22 $640, 873
2, Americun Eleetric Power Co., Inc. 1 i3 12 ‘8 2 23 1, 854, 768
3, American Nataral Gas Co._ . o1 1] 2 q LB 7 939, 135
4. Central and South West Corp___ 1 1 4 1 1 - 8 -781, 955
5. Columbia (3as System, Ine,, The.___. 1 0 1 8 o2 22 1,303,333
8. Consolidated Natural Gas Co.,._ - 1 1] 4 3 0 8 878, 745
7. Delaware Power & Light Co__ - 0 1 2 0 0 3 214, 716
8. Eastern Utilitles Assoclates.__ - 1 0 5 1] T2 “ 8 114: 867
8. Qeneral Public Utilities Corp. - 1 [i} [} 3 Q 10 1,077,565
10. Middle South Utilitles, Ine._. - 1 0 5" 1 "3 .19 850, 248
11. National Fuel Gas Ca__...____ 1 0 4 | 5 -0 10 244, 701
12. New England Electric System 1 -0 13 1 1} 15 703,474
13. Ohla Edison Co_-.._......_ 0 N} 3 0 1] 4 728,870
14, Philadelphia Electrlc Power 1] 1 1 07 1 3 43, 450
15. Bouthern Co.; The. - 1 1} ] 2 -0 8,| 1,577,951
16, Utah Power & Light 0 1 1 0 0 T2 v 206,433
Bubtotals oo e iz 8 o "a 13 163 | 12,146,182

Less: Adjustment to eliminate duplics- . .
tion in eountresulting from 3 companies (. : s
belng subsidiaries in 2 systems and 2 \ .
companies being subsidiarles in 3 sys- .o T : S . .
tems®. . oo 0 0 -t -1 0 S I

Add: Adjustment fo include the gssets : . .
of these 5 jolntly-owned subsldiaries . .
and to remove the parent companies’ s I
investments therein which are inchuded . - .
in the system assets above .|l | et Y 312, 527

Total companics ' and assets in . .
active systems. ... .1z 8 81 40 13 . 186 | 12,458,700

1 Represents the consolidated assets, less valuation reserves, of each system as reported to the Commission
on Form U5S for the year 1862, . . . . .

1 These 5 companies are Beechbottom Power Co., Ine. and Windsor Power House Coal Co., which are'
indirect subsidiaries of American Electric Power Co., Inc, and Allegheny Power System, Inc.; Ohlo Valley
Tlectrie Corp. and its subsidiary, Indiana-Kentucky Eleetrie Corp., which are guwned 37.8 percent by Amer-
fcan Eleciric Power Coa,, Inc, 18.5 percent by Ohjo Edison Co,, 12,5 percent by Allegheny Power System
Inec., and 33,2 percent by ather companies; and The Arklahoma Corp., which i8 owned 32 pereent by Clentra
and South West Corp. system, 34 percent.by Middle South Viilities, Ine. system.and 34 percént by an
electric utility company not assoclated with a registered system. . o

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

Section 11 Matters

At the close of the fiscal year, there was pending before the Commis-
sion Step 2 of a Sectiorni 11 (¢) plan filed by Eastern Utilities Associates,
proposing the sale of all the outstanding common stock of Valley Gas
Co. to the public common stockholders of Blackstone Valley Gas and
Electrie Co. and to the shareholders of Eastern Utilities Assoclates,
This will constitute the final step to be taken for divestment of the
System’s gas utility properties. Prior proceedings are discussed at
page 109 of the 27th Annual Report. ’

On February 20, 1958, the Commission issued its Findings, Opinion
and Order pursnant to Section 11(b) (1) permitting the retention of
all of the New England Electric System’s electric properties® There-

238 8.E.C., 193,
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after, further hearings were held to consider the retainability of the
System’s gas properties; briefs were filed by New England Electric
System and by the Commission’s Division of Corporate Regulation;
and oral argument was heard by the Commission. At the close of the
fiscal year the matter was under advisement.

A current problemn under Section 11(b) (1) in the Middle South
Utilities system-concerns the question whether-New Orleans Public
Service Inc. may retain its'gas and transportation properties together
with its electric properties.. On January 10, 1963, a bill was introduced
in the Congress (H.R. 742, 88th Cong., 1st Sess.) providing generally
that New Orléans Public Service Inc. shall not be required to dispose
of its gas or transportation properties pursuant to any provision of the
Public Utility Holding Company Act of 1935. The bill was referred
to the Committee on Interstate and Foreign Commerce which, at the
close of the fiscal year, had taken no action thereon. Two similar bills
had previously been introduced in the 87th Congress, 2d Session (H.R.
10872 and FHL.R. 10898). No proceedings have been instituted by the
Commission regarding this problem.*

" The Commission has held, with court approval that the existence
of public minority interests in the common stock of subsidiaries of inte-
grated registered public-utility holding-company systems constitutes
an 1nequ1tab]e distribution of voting power under Section-11{b} (2).
Such minority interests have heretofore been eliminated in most of
the holding-company systems through appropriate proceedmge under
the: Act, but the problem still exists.in several others. During fiscal
1963, informal conferences were held between the staff a.nd Tepresenta-
tives of Allegheny Power System, a registered holding company, look-
ing to'the elimination of a 4.8 percent public. minority interest in the.
common stock of one of Allegheny’s subsidiary companies, West Penn
Power Company. Shortly:-after the close of the fiscal year, Allegheny
filed a plan pursuant to Section 11(e} of the Aect, proposing that each
share of West Penn’s publicly-held common stock be surrendered.in ex-
change for 1.7 shares of A]legheny s common stock. '

. Other hold.mg—company systems in.which a mmorlty interest prob
lem exists, and-as to which no proceedings have been proposed by the

systems or instituted by the Commission, are Columbla Gas System,

Eastern Utilities ‘Associates and New England Electric System. In.
respect of the latter system, the minority interests are confined to-
several of the gas utility subsidiaries the retainability of whlch, as
noted above, is under advisement by the Commission.

¢No further action was taken during thls fiscal year with respect to certain Section
11(b) problems of several other rcgiatered holding-company systems noted at n‘iges 104
and 198 of the 27th Annual Report.
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Other Developments,

,On January 28, 1963, an apphcatmn -declaration was filed with the
Commlssmn rela,tmg to the proposed. construction .of 2 nuclear-
powered electric generating plant by Connecticut . Yankee Atomic
Power Compa,ny, all of whose outstanding capltal stock would be.
owned in various proportions,by a group of 12 New England utlhty.
companles, mcludmg subsidiaries of certain- registered helding com-.
panies.” . The proposal mvolves the initial issuance of $5 million par
value of Connecticut Ya,n.kees common stock to ﬁnanee part. of a.
total -estimated eonstructlon cost of .about: $85 .Tllll].lDIl the necessary,
epprovals under Sectlon 10 of the Act for, the acqmsmon of their
proportionate shares of such stock by. 8 of the 12 sponsor companies;.
the requests of 2 of the sponsor companies, each of which proposes
to acquire more than 10 percent of Connecticut. Yankee’ 's stock, for
exemptions as holding compemes under Seetlon 3(a) and Connect-
icut Yankee's request for permission to conduct; private negotiations
to determme the type, amount-and method of its permanent financing
program Ha.lsey, Stuart & Co Ine.,. an- investment banking firm,
appeared as a participant in the. proceedmg,m opposition to the com-
pany’s-request to conduct such private negotiations, After the close
of. the fiscal year,.the Commlssmn issued an order, granting and
permlttmg the apphcatmn-declaratlon to beeome effective,-but deny—
ing the company’s request. to. conduct private negotm,tlons reIatmg
to the future sale of its senior securities. St

‘The- Comm1ss1on ] Rule 45 (b). (6) promu]gated under the Act pro-
wdes that the consohdated Federal income tax liabilities of registered
holding . companies end their._subsidiaries may be. allocated among
the members of. the .consolidated group without prior.approval. by.
the Commlssmn—prowded among other things,. that such allocation
is, made in accordance with the method prescribed by Section 1552
(a,) (1) of the. Internal ‘Revenue Code of. 1954, This method (fre-
quently referred to as the source-of-income method) requires that
the. consolidated "tax liability' be apportioned ‘among’ the members
of the group in accordance with the relative amount of the consoli-
dated .taxable income which is attributable to each member of the
group havmg ta.xa,ble income. . Under the Revenue:Act of 1962, tax-
payers 1nstall1ng qualified property after -December 31, 1961, were
permitted, as an “investment credit,” to deduct from their Federal
income taxes otherwise payable an amount equal to a percentage

¢ This {8 the second proposa] to, come before’ the Commisslon under the Ac!: relating to
a jolntly sponsored atomic energy elecirie generating plant. See 22nd Annual Report,
pages 162-164, relating to Yankee Atomic Electric Power. Company., All but one of the
Eponsor companies of Connecticut Yankee are also the sponsor compnnies of Yankee Atomie,
* Holdlng Company Act Release No. 14947 {September 26 , 1963}, | .
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(generally 3 percent in the case of public-utility companies) of the
cost of such qualified property. Since the investment credit taken
in a consolidated tax return reduces the group’s consolidated tax
liability as determined on the basis of consolidated taxable income,
adherence to the Commission’s Rule 45(b) (8} in such circumstances
would require, in effect, that the net consolidated tax liability (i.e.,
the consolidated tax liability as reduced by the investment credit)
be apportioned among the several members of the group under the
source-of-income method. This could result in certain inequities, in-
asmuch as a member which generates a relatively small portion of
the group’s total investment credit could have allocated to it a
disproportionately large amount of such credit; conversely, it could
penalize 2 member which generates a relatively large amount of the
group’s total investment credit.

To resolve the problem in 2 manner which would accord uniform
treatment to all registered holding-company groups filing consoli-
dated tax returns, the Director of the Commission’s Division of Cor-
porate Regulation, on February 1, 1963, sent a letter to the chief
executive of each of the registered holding companies advising him
(1) that the consolidated tax liability after giving effect to the invest-
ment credit must be allocated in accordance with Rule 45(b) (6)
unless an exception is granted by the Commission, and (2) that the
Division saw no basis for denying requests for such an exception
which would generally give the full benefit of its investment credit
to each individual company within a consolidated group qualifying
for the eredit under the Revenue Act of 1962. By the end of fiscal
1963, 11 registered holding-company systems had applied for and
received Commission approval for allocating the investment credit
in accordance with the Division’s letter of February 1, 1963; and
after the close of the fiscal year an additional registered holding-
company system applied for and received such approval.”

FINANCING OF REGISTERED PUBLIC-UTILITY HOLDING COMPANIES
AND THEIR SUBSIDIARIES

During the fiscal year 1963, 12 registered holding-company systems
issued and sold for cash 25 issues of long-term debt and capital stocks,
aggregating $425.4 million, pursuant to authorizations granted by the
Commission under Sections 6 and 7 of the Act® All but one of the

7 Holding Company Act Release Noy, 14835 (March 28, 1963); 14850 (April 18, 1963) ;
14855 (April 17, 1984) ; 14860 (April 26, 1663); 14863 (May 1, 1963) ; 14877 {May 23,
1963) ; 14880 (May 28, 1963) ; 14888 (June 5. 1963} ; 14890 (June 7, 1963) ; 14895 (June
18, 1963) : 14904 (June 28, 1963) ; 14850 {October 1, 1963},

B The netlve syatems which did not sell stock or leng-term deht gecurities to the public
nre: Ameriean Electrie Power Co., Inc.; Delaware Power & Light Clo.; Eastern Utllities
Asgopiates ; Natlonal Fuel Gas Co.; and Philadelphia Electric Power Co.
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security issues were sold by public distribution. Fifteen issues were
sold for the purpose of raising additional capital. Of the remaining
10 issues, 9 were entirely or in part for the purpose of refunding
$145.8 million principal amount of outstanding debt securities carry-
ing a higher rate of interest, and 1 for the purpose of refunding
$10 million par value of preferred stock carrying a higher dividend
rate.

The following table shows the amounts and types of securities
issued and sold by registered holding companies and their subsidiaries
during fiscal 1963:

Securities tasued and sold for cash to the public and financial institulions by regisiered
holding companies and their subsidiaries, fiscal year 1968 y registere

[In millions]
Holding-company system Bonds Deben- | Preferred | Common
tures atack stock
Allegheny Power 8ystem, Inc.; West Penn Power Co.. $14 e
A,aemén Natural Gas Co.: Michigan Conselidated [ [~ 77T
TPy — 11 R DN S

Central and South West Corp.;
Southwestern Electrle Power Co_ ...
Publlc Service Company of Oklahoma______ . .

Ccéoninl Utllitles Corp.: Allled New Hamps
0 s moo o mmmmm e mm s eammm e

Columbis Gss Bystem, Ine,, The.

Consolidated Matural Gas Co_ . _____.____

General Public Utillties Gori.:

Jersey Central Power & Light Co...
Metropolitan Edison €O e oo iiianen
Middle Bouth Utilitles, Inc.: Arkansas Power & Ligh

C
New En 4 Electric 8ystem:
Neow England Power COu et
Massachusetts Eleetric Co_o.oooooooo0 .
Ohle Edison Co.: Pennsylvania Power Co... -
Southern Co., The:
Alpbama Power GO _
Georgla Power CO..u.onmmccoaaooon —
Bouthern Electric Generating Co.... pee
Utah Power & Light Coo oo oaneo .

s Three issues.
& T'wo lasues.

The table does not include securities issued and sold by subsidiaries
io their respective parent holding companies, the issuance of notes to
banks, portfolio sales by system companies, or securities issued for
assets or stoclkt of other companies. Thess 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 did not exceed 5 percent of the total capitalization
of the company. The issuance of the latter securities is exempt by the
provisions of Section 6 (b) of the Act.

717-943—64—T
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Competitive Bidding

All but one of the issues shown in the preceding table were offered
for competitive bidding pursuant to the requirements of Rule 50
promulgated under the Act.

During the period from May 7, 1941, the effective date of Rule 50,
to June 30, 1963, a total of 868 issues of securities with aggregate sales
value of $12,727 million were sold at competitive bidding under the
rule. These totals compare with 231 isues of securities with an aggre-
gate sales value of $2,371 million which have been sold pursuant to
orders of the Commisison 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 a total sales value
of $1,888 million, were sold by the issuer; and the balance of 105 issues,
with a dollar value of $483 million, were portfolio sales. Of the 126
issues sold by issuers, 70 were iz amounts of from $1 million to $5
million, and 2 bond issues were in excess of $100 million each.*®

PROTECTIVE PROVISIONS OF FIRST MORTGAGE BONDS AND PRE.
FERRED STOCKS OF PUBLIC-UTILITY COMPANIES

Statements of policy were adopted by the Commission in 1956, codi-
fying the standards to which provisions covering first mortgage bonds
and preferred stocks issued under the Act must conform for the pro-
tection of investors in such securities.’* Prior to 1958 these standards
had been established by the Commission on a case-by-case basis. In
passing upon the issuance of first mortgage bonds and preferred 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 statements of policy
are clearly justified.*

During the fiscal year, applications or declarations were filed by
public-utility companies subject to the Act with respect to 18 first
mortgage bond issues involving an aggregate principal amount of

¢ Paragraph (a)(8) of Rule 50 provides for exception from the competitive bidding re-
quirements of the role where the Commissien finds such bidding is not necessary or appro-
priate under the particular clrcumstances of the individual euse,

2 Ohlo Valley Electric Corp., 8 $300 millioa Issue; and United Gas Corp., a $116 millon
issue.

u Holding Company Act Release Nos. 13105 (February 16, 1966) and 13108 (February
16, 1856) as to first mortgage bonds and preferred stocks, respecilvely.

12 The application of the statements of polley to Blings through June 30, 1962, 13 Alscussed
in the 234, 24th, 25th, 26th, 27th, and 28th Annua! Reports at pp, 141-143, 128-181,
187141, 148-151, 123126, and 88-98, respectively.
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$354.9 million ** and 4 preferred stock issues with a total par value of
$29.5 million.

The statement of policy with respect to first mortgage bonds re-
quires, 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 ade-
quately provided for in the indentures covering the bond issues as filed
or as a result of informal discussions between the Commission’s staff
and representatives of the issners.

Sines the bulk of bondholders’ security consists of mortgaged depre-
ciable plant and equipment, the statement of policy for bonds also
requires the periodic renewal and replacement of such property so as
to preserve the book value of the underlying security. This require-
ment, in substance, obligates the issuing company to provide for new
property additions (or, alternatively, to deposit cash or outstanding
bonds with the indenture trustee) in an amount which, over the esti-
mated useful life of the mortgaged depreciable property, will maintain
the original book cost of the mortgaged property. The statement of
policy requires that the mortgage indenture express the periodic re-
newsal 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 (usually as a percent of
operating revenues), such alternate provision is permitted to remain
unchanged if the issuer can satisfactorily demonstrate to the Commis-
sion that the existing provision affords substantially the same protec-
tion as that based on a percent-of-property basis. To insure observ-
ance of this standard of the statement of policy, the Commission’s
stafl conducts a continuous study of the depreciation requirements of
the various issuers subject to the Act.

Of the 18 bond issues filed during the fiscal year, the indentures of 14
expressed the renewal and replacement provision as a percentage of
depreciable property deemed adequate. The indentures covering 2
of the other 4 bond issues expressed the provision as a percentage of
revenues, which afforded no less protection to the bondholders than
would be afforded on an appropriate percent-of-property basis. As
to the remaining 2 bond issues, no renewal and replacement provisions
were deemed necessary since the indenture of 1 issue provided for a 100
percent amortization of the bonds through the cash sinking fund over
the life of the issue, and the indenture of the other provided for a 70
percent amortization.

12 Includer 2 issues, with aggregate principal amount of $75 million, flled in figeal 1963
but sold subsequently.
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With respect to the four preferred stock issues aggregating $29.5
million, as to which applications or declarations were filed during the
fiscal year, all had charter provisions in substantial conformity with
the statement of policy for preferred stock.

During the fiscal year, the Commission has continued to require ad-
herence 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.* During fiscal year 1963,
issuers subject to the Act took advantage of the refunding privilege to
refund outstanding bond and preferred stock issues at substantial sav-
ings in interest and dividend costs under the prevailing favorable
marlket conditions.

The following table shows the securities sold by registered helding
companies and subsidiaries thereof during fiscal 1963, to refund out-
standing issues:

Securities issued and sold by registered holding companies or subsidiaries to refund
oulsianding issues, fiscal year 1963

Annua) interest
or dividend sav-

. ings to Co.—
Refunded issue MNew issue befere deducting
pxpenses other
than redemption
pramiums
Company
Coupon Coupon
Principul | or divi- [ Cost of | or divl- | Cost of | Rate
amount or dend |moneys| dend |moneyd| {per- Dollar
par value {in| rate (por- rafo {per- cent} | amount
millions) (per- cent) {per- cent}
cent) cent)
Columbia Gas System, Inc., The__ $17.0 Sﬁ 50571 454 1 4.6230 | 0.4341 $73, 707
Columbia Gas System, Inc., Tha.. 23.5 i 5.0116 434 | 4.4270 | 0. 5846 | 137,381
Pennsylvania Power Co 8.0 5 4, 6730 436 1 4.3208 | 0.3522 28, 176
West geun Power Co_____ - 14.9 %6 | 4. 7ME 43§ | 4.2005 | 0.4441 62, 174
Utah Power & Light Co. 1590 B83{ | 4.8135 413 44580 | Q.3545 53,175
Southwestern Elecirlc Fower Co.. 16.0 51 | 4.7077 4351 4.3610 | 0. 4067 65, 072
Michigan Consolidated Gas Co__. 27.5 6% | 66111 4 4, 3870 1, 2241 338, 627
Arkansas Powdr & Light Co 15.0 554 | 5.1183 4 4.36840 | ©.7553 | 113,285
Public Servies Co., of Okla_. 9.8 ] 4, 7760 416 | 4.2340 [ 9. 5420 53,116
Now England Power Co..._ c10.0 B.52 | 45.1234 4,56 | #4.6260 | 0.5984 59, 840
Mot e 331118 T F—— (R (SR USRI 982, 653

» Based on the redemption price nhd coupon rate, computed from date of redemption to date of maturity,
b Baged on price to company and coupon rate, computed to date of matirity.

« Preferred stock. *

¢ Natio of dollar dividend rate to czll price,

» Ratio of dollar dividend rate to price received by company.

In each instance shown in the table, the refunded issue had been
outstanding for a period of 7 years or less, and each of the issuers
effected substantial savings in cost of capital. Had the ocutstanding

14 The significance of the refunding privilege, both as a matter of conformity with the
standards of the Act and as a matter of practical finance, was diacussed at some length in
the 24th Annual Report, at pp. 130-181,
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issues been nonrefundable.or restricted as to refundablhty, -such-sav-
ings could not have been effectuated. .

- Continuing studies made by the Commlssmn s.staff: for ﬁscal vear
1963 with respect to electric and gas ntility bond issues sold at com-
petitive bidding, whether or not subject to the Act, indicated 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. With respect to the zbility of the winning bidder to market
the bonds, the data for fiscal year 1963 are at some variance with the
data for the previous fiscal year and for prior. periods. The 28th
-Annual Report, at pages 91-93, contains 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 3¢, 1962, by companies subyject to the Act as well as those not so
subject. This study was extended to' include fiscal year 1963. '

During the period from May 14, 1957, to June 30, 1963, a total of
420 electric and -gas utility ‘bond issues, aggregating $9,255.4- million
principal amount, was offered at competitive bidding. The refund-
able issues numbered 316 and accounted for a total of $5,931.0 million,
while the nonrefundable issues—all being nonrefundable for a period
of 5 years,-except one which was 11011refundable for a period of 7
yea,rs—numbered 104 and totaled $3,324.4 million principal .amount.
The number of refundable issues thus represented 75.2 percent of
the total number of issues, while, in terms of prmclpal amount the
réfundable issues acounted for 64.1 percent.® . - - -

The weighted average number of bids receivéd on the refundable
1ssues forthe period was 4:64, while on the nonrefundable issies it was
4.19. The median number of bids was five on the refundable and four
on the nonrefundableissues.’* With respect to the success of the mar-
keting of the bond issues, an issue was considered to have been suc-
cessfully marketed if at least 95 percent of the issue was sold at the
syndicate price up to the date of termination of the synchcate On this
basis, 71.2 percent of the refundable issues were successful, while
67.3 percent of the nonrefundable ones were successful:* In terms of
principal amount, 68.4 percent of the refundable jssues were successful,

15 Durlng fiscal year 1963, o total of 59 bond issues was oftered, agzregnting $1,416.8
million principal amount, conslsting of 43 refundable issuee totallng $894.4 milllon and
16 nonrefundable issues totaling $522.4 million. The number of refundable issnes repre-
sented 72.5 percent of all the issues, while, in terms of princlpal amount, the refundable
legues accounted for 63.1 poergent.

1t During fiscal year 1963, the weighted average number of bids was 3.12 on the refund-
ables and 4.13 on the nonrefundables, while the median number of bids was five on the
refundables and four on the nonrefundables,

7 During fiscal year 1863, 58.1 percent of the refundable lssues were snmecessful, as
against 68.8 percent for the nonrefundables.



86 SECURITIES AND, EXCHANGE COMMISSION

while 66.5 percent of the nonrefundable ones were successful.’®* Ex-
tension 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 suceessful marketing, indicates
that 86.8 percent of the combined principal amount of all the refund-
able issues were so sold, as compared with 83.1 percent for the non-
refundable issues.?? While the statistics for the total period from
May 14, 1957, to June 30, 1963, developed in respect of the two groups
of bond issues support the Commission’s policy of requiring free re-
fundability of utility bond issues subject to the Act, the Commission’s
staff will continue its studies of refunda;bﬂlty provisions, particularly
in light of the inconsistent marketing results in fiscal year 1563.

OTHER MATTERS

Req'nest for Declaratory Order :
On May 26, 1963, 4 hearing was held with respect to an application
filed by Pa,cxﬁc Northwest Power Company pursuant to Section 5(d)
of the Administrative Procedure Act for a declaratory order re-
questing a determination as to when, in the construction of a hydro-
electric plant, it will become an electric utility company within the
meamng of Section 2(a) (3) of the Act. Pacific Northwest’s common
stock is owned equally by Pacific Power and Light Company, Mon-
tana Power Company, Washington Water Power Company, and
Portland General Electric Company. ' The application was held in
abeyance pending the outcome of proceedings before the Federal
Power Commission, in which the granting of a license to Pacific
Northwest was contested by certain public utility districts. During
fiscal 1962, an exeminer of the Federal Power Commission issued an
opinion recommending the grant of a license to Pacific Northwest.
The license proceeding before the Federal Power Commission was
reopened at the request of the Secretary of the Interior and, at the
end of fiscal 1963, the matter was under advisement by that Com-
mission, and briefs were being prepared by the interested persons
with respect to the proceeding before this Commission, '

18 During fiscal yesr 1963, in terms of principal amount, 54.9 percent of the refundables
were successful, as against T2.4 percent for the nonrefundables,
' 1 During fiscal year 1963, the applicable percentages werve 79.3 percent for the refundables
and 89.9 percent for the nonrefundables.



PART VIiI

PARTICIPATION OF THE COMMISSION IN CORPORATE RE-
ORGANIZATIONS UNDER CHAPTER X OF THE BANK-
RUPTCY ACT

The Commission’s role under Chapter X of the Bankruptcy Aet,
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 au-
thority to determine any of the isswes in such proceedings. The
Commission participates in proceedings under Chapter X in order
to provide independent, expert assistance to the courts, the par-
ticipants, and investors in a highly complex area of corporate law
and finance. It pays special attention to the interests of public
security holders who may not otherwise be effectively represented.

Where the scheduled indebtedness of 2 debtor corporation exceeds
$3 million, Section 172 of Chapter X requires the judge, before
approving any plan of reorganization, to 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 & summary must be
sent to all security holders and creditors when they are asked to vote
on the plan, The Commission has no authority to veto or to require
the adoption of a plan of reorganization.

The Commission has not considered it necessary or appropriate to
participate in every Chapter X case. Apart from the excessive ad-
ministrative burden, many of the cases involve only trade or bank
creditors and few public investors. The Commission seeks to par-
ticipate principally in those proceedings in which a substantial public
investor interest is invelved. However, the Commission may also
participate because an unfair plan has been or is about to be pro-
posed, public security holders are not adequately represented, the
reorganization proceedings are being conducted in violation of im-
portant provisions of the Act, the facts indicate that the Commission
can perform a useful service, or the judge requests the Commission’s
participation.

87
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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 Re-
organization, also serves as a field office in cases arising in the Atlanta
and Washington, D.C. regional areas.

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
fiscal year 1964. In fiseal 1963, the Commission entered its appear-
ance in 32 new proceedings under Chapter X involving companies
with aggregate stated assets of approximately $152,451,000 and ag-
gregate indebtedness of approximately $142,965,000. They involved
the rehabilitation of corporations engaged in the operation of varied
businesses, including, among others, shell home construction, chain
retail and discount stores, consumer finance, and real estate and
mortgage investment.

During the year, the Commission participated in a total of 51 re-
organization proceedings, including the new proceedings.* The stated
assets of the companies in all these proceedings totaled approximately
$743,311,000 and their indebtedness totaled approximately $693,-
199,000. The proceedings were scattered among district courts in 31
states and the District of Columbia, as follows: 14 proceedings in
New York; 8 each in California and Florida; 7 in Illinois; 5 each in
Kentucky and Colorado; 4 each in North Carolina and Oklahoma;
3 each in Maryland, Iowa, Pennsylvania, Texas and Michigan; 2 each
in New Jersey and Montana; and 1 each in Connecticut, West Vir-
ginia, Tennessee, Utah, Washington, Indiana, Virginia, Kansas,
Georgia, Mississippi, New Mexico, Arkansas, Ohio and the District
of Columbia. Proceedings involving 13 prineipal debtor corpora-
tions were closed during the year. Thus, at the end of the year the
Commission was participating in 78 reorganization proceedings.

PROCEDURAL AND ADMINISTRATIVE MATTERS

In Chapter X proceedings in which it participates, the Commission
seeks application of the procedural or substantive safeguards to which
all parties are entitled. The Commission also attempts in its interpre-
tations of the statutory requirements to encourage uniformity in the

1 Appendix table 12, {nfra, contains 1 complete list of pending reorganization proceed-
ings in which the Commission wagr a party during the fiseal year ended June 80, 1963,
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construction of Chapter X and the procedures thereunder.

In Florida Southern Corporation;® the second mortgagee appealed
from an order of the district court approving the'debtot’s Chapter X
petition for reorganization. - On appeal the court of appeals affirmed,
holding, as urged by the Commission, that a petition is not lacking in
“good faith” within the meaning of Section 146(3) merely beeause a
class of secured creditors a,nnounced in advance that it Wlll not agree
to a plan of reorganization.? :

In Flora Sun Corporation, this ruling was reaffirmed by the court
of appeals® This case also held, as urged by the Commission, that
where creditors filed an answer controverting material allegations of
the debtor’s Chapter X petition, it was-error for the district court
to approve the petition summarily, without a hesring, when the an-
swer presented a triable issue of fact. The court also agreed with
the Commission that a corporation can be subject to Chapter X even
though, as argued, it was owned and contro]led by a smgle share-
holdez.

In G.F.E. Industries, Ine. the lessor of certain properties occupied
by the debtor urged; among other things, that the lease had terminated
pursuant to the provisions of Section 70b of the Bankruptcy Act
which provides, in part, that a lease not assumed or re]ected by the
trustee within 60 days.after adjudication or within 30 days after
qualification of the trustee, whichever is later, is déemed to be rejected.
The Commission urged that Section 70b is in conflict with the pro-
visions of Chapter X regarding rejection of leases and therefore is
not applicable in proceedings under Chapter X., The-district court
did not reach this question, since it found that the lessor had waived
this statutory provision. On appeal by ‘the lessor, the Commission
again urged the mapphcablhty of this prov151on of Sectlon TOb in
Chapter X proceedings.” -

COredit Finanece Services® had filed a voluntary Chapter X pet1t1on
in ‘the district court in which the reorganization proceeding with
respect to its parent, Certified Credit Corporation, was pending.®’ The
creditors of the sub'sidiary moved to diSmiss the Chapt_e.r X proceed-

2 In the Matter of Florida Southern Qorpg, (8.D, Fla,, No. 13062 Bk). -

S York v. Floride Southern Corg., 310 F. 2d 108 (C.A. 5, 1962), certiorari dented 372 U.8.
9-1‘31'(113:33;““‘31. of Flora Sun Corp. (8.D. Fla., No. 6562, (Bk).

5 Corr v. Flore §ur Corp., 317 F, 24 708 (CLA, 5 1963).

¢ In the Matter of G.F.5. Indusiries, Inc. (8.D. Iows, No. 2-157). ’ -

7 Entin Associates v. Stevens (C.A. 8, No. 17342). 'In its @ecislon of October 30, 1963,
the court of appeals afirmed on the ground of waiver and did not reach the questions
briefed by the Commisslon. c

8 In the Matter of Credit FPinanos Services (3,D, Ohlo, No, 82004). o
#In the Matter of Certified Credit Corp, (8.D, Ohio, No. 31984).



90 SECURITIES AND EXCHANGE COMMISSION

ing for lack of proper venue, arguing that a prior bankruptcy pro-
ceeding with respect to the subsidiary was pending in another district
court and that in such circumstances Section 129 does not permit a
nonresident subsidiary to file a Chapter X petition in the reorganiza-
tion forum of its parent. The Commission’s memorandum supporting
the Chapter X trustee’s oppesition to the motion reviewed the present
state of the law and the legislative history of Section 129 and its
broad policy that the administration of parent and subsidiary estates
should be centralized in a single reorganization proceeding. At the
close of the fiscal year the matter was pending before the Chapter X
court.

In Walco Building Corporation,” the owners of land petitioned the
district court to vacate, for lack of jurisdiction, an order which spe-
cifically enjoined them from interfering with the debtor’s or trustee’s
rights on the ground that because of prior defaults the debtor no
longer had a valid leasehold interest. While this petition was pend-
ing, the owners filed an action for a declaratory judgment in the
state court with respect to the same matter. The district court
then entered another order specifically enjoining the owners from
further prosecuting that action. On appeal,* the Commission’s brief
urged that the appeal was premature since the questions raised by
appellants were pending before the district court, which had power to
preserve the status quo.

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 pri-
mary 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, includ-
ing claims 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 Automatic Washer Company,* as noted in a prior report,’® the
trustee obtained a judgment for more than $500,000 for fraud in
the alleged sale of rubber machinery to the debtor. On appeal, the
court reversed the judgment and ordered a new trial.** Thereafter,
this claim and others were comnpromised for $90,000. In addition, as
the result of an investigation in which the staff of the Commission
participated, the trustee brought suit for fraud against Bankers Life

10 In the Matter of Walco Building Corp. (N D. IlL., No. 61 B 8059).
i1 Hirgch, et al, v. Forke (C.A. 7, No. 14125).

12 In the Matter of Automaiie Washer Qo, (8.D. Towa, No. 5-428).
18 27th Anrnual Report, p. 135.

W Iirtley v. Abdrams, et al., 209 F. 24 341 (C.A. 2, 1362).
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and Casualty Company and obtained a judgment for $406,250.* The
collection of this judgment will yield a participation to stockholders
under the plan of liquidation.

In Swan-Fineh Oil Corporation,® the trustees filed an action for
damages in the amount of $6 million against the American Stock
Exchange, Lowell M. Birrell, Edward T. McCormick, Joseph F.
Reilly, Re, Re and Sagarese, William P. Hoffman & Co., Ira Haupt &
Co., Swiss American Corporation, and others. The action was based
primarily upon the facts developed in the Commission’s investigation
of the Res, specialists on the Exchange, with respect to their unlawful
sale of Swan-Finch stock. The district court denied a motion to
dismiss the complaint, holding that the complaint sufficiently stated
claims under Sections 6 and 10(b) of the Securities Exchange Act
of 1934, Section 70e of the Bankruptey Act and in common law con-
version.’” In another step to recover assets for the debtor, the court
also granted the trustees’ application for the appointment of a re-
ceiver to take possession of and collect the rents on certain property
which, as alleged by the trustee, had been transferred by Lowell Bir-
rell to his brother to defraud creditors. Subsequent to the end of
the fiseal year, the trusiees settled certain other litigation and pur-
suant to the settlements received from various parties defendant an
agpregate amount of $80,000 and 81,500 shares of Swan-Finch stock.2®

ADVISORY REPORTS ON PLANS OF REORGANIZATION

Generally, a formal advisory report is prepared only in a case in-
volving a substantial public investor interest and presenting signifi-
cant problems. "When no such formal report is filed, the Commission
may state its views briefly by letter, and authorize its counsel to make
an oral or written presentation to amplify the Commission’s views.

In TMT Trailer Ferry, Ine.,*® the Commission and the stockholders’
committee objected to approval and confirmation of an internal plan
of reorganization which excluded stockholders from any participation,
It was urged that the record on valuation was inadequate to justify
exclusion of the stockholders, especially since the plan allowed some
$2 million of seriously contested claims; and that the court should
not have rejected summarily the stockholders’ contentions that they

5 Kirtley V. Bankers Life & Oasualty Co,, 198 F. Supp. 30 (8.D. Iowa, 1981), reverred
Bankerg Life & Casualty Co. v. Kirtley, 307 F. 2d 418 (C.A. B, 1962), as to exemplary
damagey and new trial ordered unless trustee remitted exemplary damages. Trustee subse-
quently flled a remittitur and accepted judgment for compengatory damages plus interest.

16 In the Matter of Stoan-Finch O Corp, (8.D. N.Y., No, 93048).

1 Peltiz v. American Stook Haohange, et al., 217 F. Supp. 21 (8.D. N.Y., 1863).

¥ Jolemor Corporation, et al. v. United Weatern Mineral Co,, et al, (8.D. N.¥., No. 60
Clv. 2508); Pettit, et al. v, Reldar Trading Corp., et gl. (B.D. N.Y., No. Clv. 154-182) ;
Levin, et al. v. Lowell M. Birrell, et al, (5D, N.Y,, No. Clv. 153-285),

¥ In the Matter of TMT Trailer Ferry, Inc. {(8.D. Fla., No. 3658 M Bk).
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were entitled to rescind their purchases of the debtor’s stock sold in
alleged violation of the anti-fraud provisions of the Federal securities
laws and that, as a consequence, they should be classified as general
creditors for purposes of the plan. The Commission also objected
to the provisions of the plan which would permit the trustee to become
president of the reorganized company. The district court approved
and confirmed the plan, overruling these contentions. The Commis-
sion is supporting the pending appeal of the stockholders’ committee.

In Third Avenue Transit Corporation,®* the plan of reorganization,
consummated in 1957, reserved to the trustee, with the approval of the
court, the right to reject, assume, or assume as modified, a pension
plan adopted by the debtor prior to the reorganization proceeding.
The authority was never exercised by the trustee, and the reorganized
debtor continued to pay the pensions to employees who had retired
prior to the consummation of the plan of reorganization. When, in
1962, the properties of the reorganized debtor were seized in condemna-
tion proceedings, the trustee petitioned the court for authority to re-
ject the pension plan. Pursuant to a request by the court, the Com-
mission advised, and-the court agreed, that the reservation did not
appear in the circumstances to be related or ancillary to the consumma-
tion of the plan of reorganization and that to permit its exercise now
would involve the kind of tutelage over reorganized debtors which the
courts have disapproved.

ACTIVITIES WITH REGARD TO ALLOWANCES

Every reorganization case ultimately presents the difficult problem
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 allowance
from the estate for the services it renders, has sought to assist the
courts in protecting debtors’ estates from excessive charges and at the
same time in equitably allocating compensation on the basis of the
claimants’ contributions to the administration of estates and the formu-
lation of plans. During the fiscal year 187 applications for compen-
sation totaling about $7.3 million were reviewed.

In Food Town, Inc.,”* the Commission recommended -that the
trustee’s accountant should be denied compensation because the audit
report had failed to include certain information bearing upon a pos-
sible $300,000 preference by the debtor. The court, in reducing the ac-

= The Protective Gommiltee for Independent Stockholders, ete. v. Anderson (C.A. 5, No.
19998), .

2 In the Matter of Third Avenue Transit Gorp. (8.D, N.¥., No, 85851},

2 ¥n the Matter of Food Totwn, Inc. (D, Md., No. 11070).



' TWENTY-NINTH ANNUAL REPORT 93

countant’s compensation, stated that accountants retained by the
trustee pursuant to an order of the court are quasi-officers of the court;
that as such they owe their primary duty to the court; and that reliance
upon statements made by adverse parties, and acquiescence therein by
the trustee’s counsel, will not relieve the accountants of their responsi-
bility to advise the court fully of all pertinent matters coming-to their
attention?® The court also allowed some compensation to former
counsel for the trustee, although the Commission had urged total dis-
allowance because, in reliance on the accountant’s audit report, he had
omitted the same information from the trustes’s report under Section
167, and for the additional reason that he had delegated substantially
all his responsublhtles to counsel for debtor who, undar Section 158(3),
is not disinterésted.*

- In Parker Petroleum Co., Ine.® the Commission 'recommended
denial of four applications for compensation totaling $93,000 by reason
of Section 249 of Chapter X. The district court disallowed thr ee
of the applications for a total of $53,000, as recommended by the Com-
mission, but held that Section 249 was not applicable to the. fourth
applicant and allowed $10,000 as the reasonable- value of services
rendered. The Commission also urged that no compensation should
be allowed to the chairman of the creditors’ committee or to its attorney
because the committee represented both secured and unsecured cred-
itors. The court denied an allowance to the committes chairman,
but on the: ground that no compensable service had been rendered.
‘While recognizing the conflict, the court allowed the attomey $21 000
as against his request for $106,000,

In Selected Investments Corporation,™ as reported prevmusly,“ the
Commission successfully argued that a fee applicant who was denied
compensation because he had represented conflicting interests could
not thereafter obtain a fee from the recrgenized company in settle-
ment of an appeal by the applicant from the district court’s order
which had denied him compensation. As urged by the Commission,
the court of appeals affirmed the ruling of the district court.?®

" ®In re Food Town, Inc, 208 F. Supp. 130, 148150 (D. Md., 1882),

%208 P, Sopp. at 147, The Commigsion alse urged dlsallowance of any compensation
to councel for the debtor because he had assumed substantlally the functions of trustee’s
counzel and becausa of a confliet of Interest In serving as de feclo counael for the trustee
while representing in effect the debtor’s largest creditor, Thig Izsue wae not decided since
couneel for the debtor withdrew their request for compensation for services rendered during
the proceeding. 208 F, Supp. at 150-61.

.#% In the Matter of Parker Petroleum Co., Ino. (W.D, Okla., No. 10807).

= In the Matter of Seleoted Inveatments Uurp (W D. Okla., No 10680).

77 28th Annual Report, pp. 101-102,

% Jarey v, Selected nweatments O'orp " 319 F. 2d 378 (C A 10 1983)
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INTERVENTION IN CHAPTER XI PROCEEDINGS3

Gha.pter XT 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 XTI 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,

Grayson-Robinson Stores, Ine.** through numerous subsidiaries, op-
erated a chain consisting of specialty stores and leased departments in
discount stores, each selling women’s and children’s apparel, and addi-
tional stores or departments selling photographic equipment and sup-
plies. The debtor also owned 51 percent of the stock of A. 8. Beck
Shoe Corporation, which manufactures shoes and operates a retail shoe
store chain of over 250 units. P’ursuant to agreement executed in 1960,
the debtor operated the 130 stores of Darling Stores Corporation,
whose outstanding stock is owned by Maxwell H. Gluck, chairman
of the board of the debtor. The debtor’s balance sheet as of July 28,
1962, showed total assets of about $33 million and liabilities of $33.7
million., The debtor’s 803,507 shares of common stock, listed on the
New York Stock Exchange, are held by about 3,470 investors. Ap-
proximately 32 percent of the stock is owned by Gluck, either individ-
ually or through Darling. In its motion under Section 328, the Com-
mission stressed, among other things, the debtor’s substantial liabilities,
both secured and unsecured, the operating losses under the Gluck man-
agement, the depletion of cash, the unsuccessful attempts to refinance
by proposed debenture offerings to the public, and the consequent need
of an overall reorganization and an inquiry by & disinterested trustee.
The district court denied the Commission’s motien.?* On appeal by
the Commission, the court of appeals affirmed and in a 6-3 decision
denied, without opinion, the Commission’s petition for rehearmg en
bane. In dissenting from the denial of a mheanng, Judge Clark indi-
cated that the court’s original decision appeared contrary to the de-
cisions of the Supreme Court of the United States and prior decisions
in the Seecond Clrcult, stating, inter alia, “that the battle for publie
supervision won in 1940 has all to be done a,gam—-lf 1?, ean ba rewon
after this setback.” 3

On October 22, 1963, the Con’umsslon, in af pubhc release, Stated

The Commission has been advlsed by the Soliciter General that he ha.s decided
not to file a petition with the United States Supreme Court for a writ of cer-
& In the Matter of Grayson-Robinson Htoreg, Ino, (8D, N.Y., No. 62 B 584).

2215 F. Supp. §21 (8.D. N.Y., 1863).
#® In the Matter of Grayaon-Robinson Stores, Inc., 820 F. 24 840 (C.A, 2, 1863).
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tiorari to review the decision of the Court of Appeals for the SBecond Circuit in
Grayson-Robinson Stores, Inc. v. SBecurities and Hachange Commission, 320 F,
2d 940 {1963). This decision affirmed the Disirict Court's denial of the Com-
mission's motion under Bection 328 of Chapter XI of the Bankruptcy Act to
dismiss the Grayson-Robinson Chapter XI proceeding on the ground that the
proceeding should have been brought under Chapter X. The Sollcitor General
does not believe that the case presents a proper guestion for consideration by
the Supreme Court at this time.

The decision not to seek Supreme Court review in this case, however, should
not be construed as acquiescence by the Commission in the declslon of the Court
of Appeals or concurrence with the views expressed in the opinion™*

American Trailer Rentals Company * had sold to more than 1,300
public investors automobile utility trailers which were then leased back
to debtor and rented to the public. The debtor’s plan of arrangement
under Chapter X1 proposed to offer trailer owners common stock of
another company in exchange for their trailers and nothing for past-
due rentals. It provided participation for the common stock of the
debtor, over 61 percent of which was held by the debtor’s management,
who would also be included in the management of such other company.
The Commission’s motion under Section 328 stressed the need for an
independent investigation of the past acts of management, the public
investors’ need for independent advice, and that Chapter XI was not
the proper forum for an overall reorganization of the debtor as con-
templated by the plan of arrangement. The district court denied the
Commission’s motion, and at the close of the fiscal year an appeal by
the Commission was pending.®® The Commission also filed a separate
motion for leave to intervens and to restrain the stock offering pursnant
to the plan of arrangement becanse of alleged violations of the anti-
fraud provisions of the Securities Act of 1933. For further details,
see pp. 114-115, infra.

American Guaranty Corporation * was a nationwide equipment leas-
ing and finance company. As of September 30, 1963, it had total assets
of over $26 million and total liabilities of about $24 million, of which
three issues of about $4.6 million were publicly held. The debtor also
had outstanding 500,000 shares of preferred stock and 204,199 shares
of common stock, held in the aggregats by over 1,100 investors. The
Commission’s motion under Section 328 was based largely on the as-
serted inadequacy of Chapter XTI to assure that publie investors would
receive fair and equitable treatment under the proposed arrangement,
the claimed need for an independent inquiry into past acts of manage-

sis Corporate Reorganization Release No. 208,

2 In the Matter of American Troiler Rentals Oo. (D. Colo., No. 33276).
R 8.R.C. v. American Trofler Rentals Co. (C.A. 10, No. TB92),

M In re American Guaranty Corp. (D.C. R. 1, No. 63B17T).
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ment, and possible violations of the securities laws which might affect
the status and rank of the claims and interests of the public investors.
After the close of the fiscal year the court denied the Commission’s
motion, stating, among other things, that the proposed plan of arrange-
ment was a simple composition and that the referee or a person desig-
nated by him would make the necessary investigations, The Commis-
sion has filed an appeal.®

Crumpton Builders, Ine.,*® a company engaged in the sale, erection
and financing of shell homes in 10 southeastern states, proposed an
arrangement under Chapter X1 whereby the claims of its unsecured
creditors, including those of its debenture holders, are to be satisfied
in full by the payment of 15 cents on the dollar, while the stockholders
are to retain their stock interest undiminished. Crumpton’s deben-
tures, in the principal amount of $1,425,660, are held by 600 public
investors. The president of the debtor and his wife own 39 percent of
the debtor’s common stock; the balance of the common stock is held
by approximately 2,100 public investors. The Commission’s motion
under Section 328, in which the indenture trustee joined, stated, among
other things, that the provisions of the proposed arrangement raised
substantial questions as to fairness and equity to the debenture holders
which required the application of the procedural and substantive safe-
guards found only in Chapter X. The court denied the Commission’s
motion without opinion, and the Commission has appealed.®” The
debtor has stipulated to a stay of confirmation, pending appeal.

Motions under Section 328 were filed by the Commission and
granted by the court in Vince Corporation;® Reura Chemical Co.,
Ine.;® Dilbert's Quality Supermariets, Inc® and its subsidiary,
Dilbert's Leasing & Development Corporation; * and Dejay Stores,
Ine®® 1In the Vinco case creditors filed an involuntary Chapter X
petition; in the Baura and the Dilbert’s cases each debtor amended its
petition to comply with Chapter X. No creditor or debtor petition
under Chapter X was filed in the Dejay case, and the debtor was sub-
sequently adjudicated a bankrupt.

= & B.C, v, American Guaranty Corp. (C.A. 1, No. 6223),

# In the Matter of Orumpton Builders, Ino, (M. D, Fla., No. 63 42 T).

% §.E.0. v. Crumplon Builders, Inc. {C.A. B, No. 20712},

3 In the Matter of Vinco Oorp. (E.D. Mich,, No. §3-182).

% In the Matter of Bzura Ohemicol Co., Inc. (D. N.J., No. BE31-62),

4 In the Matter of Dilbert’s Quality Supermorkets, Ine. (BD, N.Y., No, 62 B 920).

a7n the Matter of Dilbert’s Leasing & Development Corp, (BE.D. N.Y., No. 83 B 148).

@ In the Matter of Dejay Btores, Inc. (B 1. N.Y., No. 62 B 727).

8 An noted in the Commission’s 28th Annuval Report, page 103, following the grant of
the Commigslen's motion in Davegs Btores Corp., an invelunfary petition for reorganiza-
ton under Chapter X was filed and approved. Subsequently, when no reorganization ap-
peared feasible, the court adjudicated the debfor a bankrupt.
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In Precision Transformer Corporation,** the Commission withdrew
its motion under Section 328, and the court approved a separate
Chapter X petition for reorganization filed by creditors. The dis-
trict court denied the Commission’s motion in United Star Com-
panies, Inc.,*® the Commission appealed, and, during the pendency of
the appeal, the debtor was adjudicated a bankrupt. In Chase Capital
Corporation® the district court, at the urging of the Chapter XI
receiver, adjudicated the debtor a bankrupt, and the Commission’s
motion was, accordingly, denied.

#In the Matter of Precteion Transformer Corp. (N.D. I, No. 62 B 2032).
#In the Matter of United Riar Companies, Inc. {M.D. Fla., No. 63—4-Bk-T).
4 In the Matter of Chase Capital Corp. (B, Callf., No, 146, 428 HW).

717-948—84——B



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
helders 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 reason-
able 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 de-
fault, the duty to use the same degree of care and skill “in the exercise
of the rights and powers invested in it by the indenture” as a prudent
man would use in the conduct of his own affairs.

The provisions of the Trust Indenture Act are closely integrated
with the requirements of the Securities Act. Registration pursuant to
the Securities Act of securities to be issued under a trust indenture
subject to the Trust Indenture Act is not permitted to become effective
unless the indenture conforms to the requirements of the latter Act,
and necessary information as to the trustee and the indenture must
be contained in the registration statement. In the case of securities
issued in exchange for other securities of the same issuer and securities
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 qualifica-
tion of the indenture, including a statement of the required informa-
tion concerning the eligibility and qualification of the trustee.

Indentures filed under the Trust Indenture Act of 1939 during the fiscal year ended

June 80, 1963
Number Agprepate
fled amount

Indentures pending June 30, 1962, .. . uuuer o cu oo B84 $446, 702, 120
Indentures filed during fiscal year - 174 4 807, 035, 540
Total for ISPl e e e 228 4, B43, 828, 260

Disposttion during fiseal year:
ndentures qualtfed . 181 4, 339, 260, 40
Indentures deisted by amendment or withdrawn. . ooeeee u . 20 106, 909, 820
Indentures pending June 30, 1983 ..ot 27 397, 558, 500
< O 228 4, 843, 828, 260




PART IX

ADMINISTRATION OF THE mSTMENT COMPANY ACT OF

The Investment Company Act of 1940 provides for the registration
and regulation of companies primarily engaged in the business of
investing, reinvesting, owning, holding, or trading in securities. The
Act, among other things, requires disclosure of the finances and invest-
ment policies of such companies, prohibits changing the nature of their
business or their investment policies without shareholder approval,
regulates the means of custody of the companies’ assets, requires man-
agement contracts to be submitted to security holders for approval,
prohibits underwriters, investment bankers, and brokers from con-
stituting more than a minority of the directors of such companies, and
prohibits transactions between such companies and their officers, di-
rectors, and affiliates except with approval of the Commission. The
Act also regulates 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, 1963, there were 727 investment companies registered
under the Act, including 71 small business investment companies, and
the estimated aggregate market value of their assets on that date was
approximately $36 billion. Compared with the corresponding totals
at June 30, 1962, these figures represent an overall increase of approxi-
mately $8.7 billion in the market value of assets while the number of
registered companies remained the same. The registered companies
were classified as follows:

Mganagement open-end ——— 350
Mgnagement closed-end —— - —— 218
Unit investment trust - ——— . 149
Face-amount certificate - 10

Total ——— ——— — - T2

99
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During the fiscal year, 48 new companies, including 4 small business
investment companies, registered under the Act while the registrations
of 48 companies, including 11 small business investment companies,
were terminated. The classification of these companies is as follows:

Reglstered | Registration
during the ] terminated
fiscal year during the

flscal year
Management open-end.________ o ieieeeceesmmseeeeccmeeeane 23 14
Management elosed-end. L. 21 30
Unlt investment trast__ . __ .. 3 3
Face-amouont certifieate_ i iicceemcram—sssaar————— 1 1

Totel e amceeaeee 48 48

GROWTH OF INVESTMENT COMPANY ASSETS
The following table illustrates the striking growth of assets of
investment companies over the years since the enactment of the Invest-
ment Company Act:

Number of investment companies registered under the Inmvesiment Company Aci
and their estimaled aggregate assels af the end of each fiscal year, 1941 through 1963

Number of companies Estimated
aggregate
Fiscal year ended Fung 30 market value
Registered | Registered | Registratlon | Reglstered | of assets at
at beginning | durittg year | terminated atend of |end of year o
of yoar during year vear (in ons)
0 450 14 436 $2, 500
436 17 46 407 2, 400
407 14 a 300 2, 300
200 27 an 2,200
371 14 i9 366 3,250
366 13 18 361 3,750
841 12 21 352 3.600
as2 18 11 55 3,825
359 12 13 358 3, 700
358 18 366 4, 700
388 12 10 368 8, 600
368 13 14 387 8, 8OO
367 17 15 260 7, 000
369 5 384 8,700
384 a7 34 387 12, 600
287 44 4 399 14,000
899 "» 18 432 15,000
432 21 453 17,000
453 70 n 512 20, 500
512 67 1 570 23, 00
570 118 25 663 23, 000
663 33 727 27,300
brdd 18 L T2 36, 000
.............. 1,220 L 20 N

a The increase In aggregate assets reflocts the sals of new securities as well as capital appreclation, By wa
of illustration, the Investment Company Institute b?;&orted that during the fiscal year ended June 20, 1063,
its open-end Investment company members, aum g 169 and representing the bulk of the Industry, had
net sales of their securities amonnting to 851 milidon.
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INSPECTION AND INVESTIGATION PROGRAM

"Pursuant to the statutory authority eonferred by Section 31(b) of
the Investment Company Agct, a total of 84 inspections of investment
companies was completed during fiscal year 1963. The number of
inspections compares favorably with' the total 6f 165 inspections that
had been conducted in all prior years since the inception of the pro-
gram in 1957 and with the 52 inspections in fiscal 1962. These inspec-
tions were planred and supervised by a Branch of Insp’ections and In-
vestigations which was newly created for such purpose in the Division
of Corporate Regulation.

Aspart of the Commission’s expandmg program in this area, Invest-
ment Company Act training seminars for staff members in the regional
offices were conducted for the first time, with a total of some 75 partici-
pants. The object of the seminars was to train personnel in the teach-
nical aspects of ihspection of investment companies and to coordinate
the activities of the various regional offices in regard to the inspection
and enforcement program.

In a majority of the mspectlons conducted’ during the fiscal year,
violations of various provisions -of the Investment Company Act,
as well as violations of other statutes administered by the Commi'ssion,
were brought to light. 'While many of the violations thus uncovered
were of a minor nature and, when called to the attention of those in-
volved, were corredied or dlscontmued serious viclations have also
been discovered. Instances were discovered in ‘which investment ad-
visory contracts had not been entered into ‘or continted in accordance
with provisions of Sectlon 15 of the Act with the consequence that the
investment adviser was collecting fees based upon a void ¢ontract. In
one such instanee, the board of directors Had failed to renew the advis-
ory contract as reqiired by Section 15(¢). In another instance, the
inspection and resulting investigation developed irformation indicat-
ing that certain directors were acting as investment advisers to the
investment company in violition of Section 15(a). The inspection
of investment companies has also disclosed in several instances viola-
tions of Section 17 by persons affiliated with the investment companies,

Durihg the fiscal year, the responsibility for conducting investiga-
tions in matters involving violations 6f the Investment Company Act
was transferred to the Division of Corporate. Regulation from the
Division of Trading and Exchanges now Trading and Markets).
total of 29 investigations was commenced during the year through
the Branch of Inspections and Investigations, chiefly as a result of
information gained during the course of the inspection program.,

As a consequence of the inspection and investigation program, situa-
tions were brought to light warranting the institution of civil actions
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by the Commission in nine separate matters. Of the nine actions, one
has been concluded with the entry of a consent decree and the appoint-
ment of receivers to liquidate the company.® In another action, 8.£.0.
v. The Keller Corporation et ol.? a preliminary injunction was entered
December 20, 1962, enjoining certain defendants from further viola-
tions of the Investment Company Act and the Securities Act of 1933
and appointing a trustee and receiver for an unregistered investment
company. As of July 1, 1963, there were eight actions still in process.
In addition, as pointed out on p. 8, supra, the inspection and in-
vestigation program in certain instances produced tangible benefits for
investment companies or their shareholders.

SPECIAL STAFF STUDY OF INVESTMENT COMPANIES

Shortly after the beginning of fiscal year 1963 the Wharton School
of the University of Pennsylvania submitted to the Commission its
Study of Mutual Funds, which the Commission in turn submitted to
the Committes on Interstate and Foreign Commerce, House of Repre-
sentatives, The Study, based on responses to questionnaires, relates
to the problems created by the growth in size of investment companies.
It constitutes the most comprehensive analysis of the mutual fund
industry since the Commission’s study made more than 20 years ago,
prior to the adoption of the Investment. Company Act of 1940. The
Study analyzes the growth, organization and control, investment policy
and performance of open-end investment companies or mutual funds,
their impact on securities markets, the extent of control of portfolio
companies, and the financial and other relationships of mutual funds
with their investment advisers and principal underwriters.

Ag the Commission stated in its transmittal letter, many of the
comments in the Study raise questions of broad policy whether some
of the practices and patterns which originated in an earlier time and
under different conditions and which have become conventional within
the broad tolerances of the 1940 Act should be reconsidered. The
Study draws attention to the potential for divided loyalties arising
from the typical structure of the industry under which & significant
part of the funds’ activities are performed by affiliated organizations
such as advisers, underwriters, and brokers, who control or are repre-
sented on the boards of directors of the funds. Questions are raised
by the Study 2s to the relationship or lack of relationship between the
growth, size and performance of funds, and sales commissions and
other sales incentives. Attention is further directed to the relationship
or lack of it between growth, size and performance of funds, on the

1 8.8.0. v. Beience Invesimenta, Ino., et al,, Civil Action Ne. 83—3830-C (D. Mass.).
2 Civil Action No. 1P 62-C-528 (8.D. Ind.), aff'd in No. 14118 {C.A, 7, October 8, 1063).
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one hand, and advisory fees and costs of operation of the funds and
of the advisers, including fees charged by advisers to other clients,
on the other hand. The Study comments upon the role of and in gen-
eral questions the effectiveness of “unaffiliated” directors of the typical
fund.

The Wharton School Study, as noted, is a report to the Commission
and not by the Commission. In forwarding the Study to the Congress,
the Commission stated that it would be premature to attempt an
evaluation of the conclusions in the Study, but that it was apparent
that the Commission’s rules under the 1940 Act and indeed some of the
provisions of the statute itself might require reassessment. The Com-
mission accordingly directed its staff to conduct a detailed analysis of
the Study with a view to making such recommendations as may seem
appropriate. During fiscal 1963 members of the staff of the Division of
Corporate Regulation have been engaged in conducting this staff
study, including intensive field visits to selected investment companies
and complexes of different types, and interviews with persons in the
industry, including “unaffiliated” directors. Its scope includes a re-
view of the structure of the investment company industry generally,
and a reassessment of the provisions of the Investment Company Act
and the Commission’s rules and regulations thereunder.

This staff project has been coordinated with the work of the Special
Study of Securities Markets, which considered certain aspects of the
investment company industry not covered by the Wharton School
Study, namely sales techniques, the adequacy of training and super-
vision of salesmen, “contractual” or “front-end load” plans for the
purchase of investment. company shares and the possible use of inside
information with respect to portfolio transactions by those closely
affiliated with investment companies. The conclusions and recom-
mendations of the Special Study in these areas are contained in Chap-
ter X1 of the Special Study report, transmitted by the Commission to
the Congress shortly after the close of the fiscal year 1963. In one of
the areas covered, that of “contractual” plans, the Special Study
made recommendations of a tentative nature, suggesting that final
recommendations be made only after completion of the comprehensive
staff study.

It is contemplated that the staff study will be completed during
fiscal 1964, and that its analysis, together with the reports of the
Wharton School and the Special Study of Securities Markets, will
aid the Commission in determining whether specific legislative recom-
mendations should be made to the Congress with respect to the 1940
Act and what action, if any, should be taken to strengthen the rules
and regulations under the Act.
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CURRENT INFORMATION

The Commission’s rules promulgated under the Act reguire that
the basic information contained in notifications of registration and in
registration statements of investment companiesl 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 1963 fiscal year: ‘

Annual reports : - — ——— 530
Quarterly reports R - - 300
Periodic reports to stockholders ( containing financial statements) ______ 1, 568
Copies of aales literature - - 2, 180

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 prospectuses,
which must be checked for compliance with the Act, are required to
show material changes which have occurred in the operations of the
compdnies since the last effective date of the prospectuses on file. In
this respect registration statements under the Securities Acct of 1933
covering securities of such companies are essertially different from
reglstratlon statements relatmg to the usual type of corporate
securities,

APPLICATIONS AND PROCEEDINGS

Under Section 6(c) of the Act, the Commission, by rules and regula.-
tions, upon its own motion or by order upon application, may exempt
any person, security, or transaction from any provision of the Act if
and to the extent that such exemption is necessary or appropriate-in
the public interest and consistent with the protectlon of investors and
the purposes fairly intended by the pohey and prowsmns of the Act.
Other Sectlons, such as 6(d), 9(b), 10(f), 17(b), and 23(c), contain
specific provisions and standards pursuant to which the Comm1ssmn
may grant exemptions from particular Sections. of the Act or ma,y
approve certain types of transactions. Also, under ¢ertain provisions
of Sections 2, 8, and 8 the Commission may deterniine the status of
persons and companies under the Act. One of the principal activities
of the Commission in its regulation of investment companies is the
consideration of applications for orders under the Sections referred to.

During the fiscal year, 238 applications filed under various Sections
of the Investment Company Act were before the Commission. The
Sections of the Act with which these applications were concerned and
their disposition are shown in the following table:
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Applications . filed with, or .acted upon by.the Commission under the Imvesiment
Company Aect of 1940 during the fiscal year ended June 30, 1968 .

IR : P Pénd- TPend-
, . Bections . . Subject involved ing Filed | Closed | ing
: : ’ July 1, |- June 30,
1982 1883
1
Definition of conirolled persem. ..o .. U . 4 71 5 6
Status and exempbion_ . -o ool - 12 5 8 g
Regiatration of foreign invesiment companies._. 2 2 3 1
-| Termination of registeation..._ S, 2T 55 43 2]
9 10 16 i Regulation of affiliations of directors; officers, em- o ’
ployees, mvestment adviser‘! _underwriters and
Lo . others .ot 1. o o T L .. 2 2 4 Q
12, 13, 14(a), 15.._|Regulation of functions and activitles of mveszment . .
St - gompanles T __ x0T 8 18 16° 10
11, 250 e Hegulation of securlty etchange offers and reorgani-
vl zation matters .o Lo ..l .ol 2 1 ol 2
) & R — Regulation of transactions with affilisted person 30 37 38 29
18,19, 21, 22, 23__| Requirements'as to capital structures, loans, distri- . -
> butions and redemptions, and related matters... ... 51, 12 9 8
20, 80eviaen eenai]| Proxies, reports, and other documents reviewed for ! Lo
. complinnee. .. oo 2 0 1 1
- . Regulation of face-amount certificate compantes. - ©2 3 3 2
Total et el 86 142 135 | © 103

Some of the more significant matters in which applications were
con31dered are sum marized below :

"The Commlsswn s Annual Report for fiscal 1962 s referred to ap-
phcatlons pursuant to Sectmn 2(a)(9), filed by shareholders of
F"amdamntal Inwéstors, lnc., Inwestors Mutual, Iné., and 7' elevision-
Electronics Fund, Inc., reglstered ‘open-end mvestment compa,mes,
alleging that certain directors of these comipanies who were repre-
sented ‘to be una,ﬂihated with the respective investment advisers in
fact had been and weré now controlled by such investment advisers.
Prior to ordering a hearing on the factual questions raised by the
applications, the Commission directed that the parties and other in-
terested persons:file briefs with respect to certain specified commeon
legal issues raised by the-applications.? - Following oral argument on
these issues, the Commission held that a shareholder of a registered
investment company is-an “interested person” within the meaning of
Section 2(a) (9) with standing to file an application seeking a de-
termination under that Section, that the Commission is empowered
to determine whether or not a natural person is controlled even though
control of a company isnot at issue, and that a determination of status
by the Commission pursuant to Section 2(a)(9) is not limited in
application to the period of time subsequent to such a determina-
tion. However, since the same issues and parties were before courts
of competent jurisdiction in pending suits brought prior to the filing
of the instant applications, and there were no policy reasons why the
Commission should decide these issues ﬁrst the Commission applied

328th Annual Report, p. 115.
4 Investment Company Act Release No 3468 (April 13, 1062).
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‘the doctrine of comity and - dlsm.xssed the appllcatlons without
prejudice.

On December 19 1962 Randolph Phllhps, a stockholder of In-
vestors Mutual, lcrw and other registered mutual funds for which
Investors Diversified Services, Ine. (“IDS"), also a registered invest-
ment company, serves as investment adviser, filed an application
under Section 2(a)(9) of the Act requesting a ‘determination that
Bertin C. Gamble, Gamble-Skogno, Inc. and General Outdoor Ad-
vertising Company, acting collectively (referred to in the applica-
tion as the “Gamble Group”), either alone or in concert with John D.
Maurchison, Clint W. Murchison, Jr. and others (referred to as the
“Murchison Group”), had acquired control of Alleghany Corporation
and of IDS, about 47.5% of whose voting securities are owned by
Alleghany. On January 2, 1963, the Commission ordered that a
hearing be held with respect to these. questions of control® Om
February 15, 1963; the Commission, upon the -applications of IDS
and Gamble-Skogmo, issued an order pursuant to Section 6(c) of the
Act exempting all persons named in the ‘application of Phillips from
that part of Section 2(a)(9) of the Act which provides that if an
application is not granted or demed within 60 days, the determina-
tion sought shall be deemed to have been temporarlly granted pendmg
final determination.” - The exemptmn was to remain in eﬂ'ect until
May 18,1963, subject to earlier termination.. i

-On Febrnary 15, 1963, IDS filed an a,pphcatlon under Secbmn
2(a) (9) seeking determinations that .(a) Murchison Brothers; (b)
Allan P. Kirby; (c) Kirby and. certain associates; and (d) Murray
D. Lincoln and/or companies controlled by or associated with him,
controlled Alleghany and-that Alleghany controlled IDS. This ap-
plication was oonsohdated for purposes of heanng w1th the Ph1111ps
application.® :

‘On May 17, 1963, the Comm1ssmn granted apphcatmns filed pur-
suant to Section 6 (c) of the Act by éertain of the persons named in the
IDS application seeking exemptions from the operation of the “60-day
provision” of Section 2(a)}(9).# These exemptions were to remain in
effect until final determination, subject to earlier modification or
termination. The exemptions with respect to the Plulhps application
were extended so as to be co-extensive. The hearings in these con-
solidated proceedings were concluded after the close of the fiscal year.

L Investment Compoany Act Releagse No. 3596 (I)eeember 27, 1932)
¢ Investment Company Act Release No, 3604,

7 Investment Company Act Release No. 3635.

% Investment Company Act Eelease No, 3687 ( February 20, 1963)
% Investment Company Act Release No, 3699, ’
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On January 22, 1963, the Commission issued its opinion and order
denying an application by The Prudeniial Life Insurance Company of
America for exemption from the Act or, in the alternative, for ex-
emption from certain provisions thereof.* In its opinion the Com-
mission found that Prudential established a separate fund to be
invested in securities exclusively for the benefit and at the risk of
purchasers of the variable annuity contracts Prudential proposes to
sell. The Commission held thst such fund was an investment com-
pany, requlred to be reglstered under the Act. The Commission
granted in part and denied in part Prudential’s alternative applica-
tion requestlng exemptions from various specific provisions. of .the
Act. Prudential filed a petition in the Court of Appeals for the Third
Circuit. for review of the Commission’s order, insofar as it held the
separate fund to be an investment company required to be registered
under the Act* Following the end of the fiscal year,.the Court
affirmed the order,

The Commission granted an apphcatxon by Amman Manufactur-
ing. Company, Ine., for an.order under Section 3(b)(2) of the Act
declaring that it..was prlma.mly engaged in a business or businesses
other than that of investing in-securities, either directly or (A)
through majority-owned subsidiaries or (B) through controlled com-
panies conducting similar types of businesses.!* In its decision, the
Commission held that in determining primary business engagement
under the statute, it could add to businesses in which the applicant
engaged directly and through its majority-owned subsidiaries, the
‘businesses engaged in.through . controlled companies conducting, as
among themselves, similar types of businesses, irrespective of whether
or not such businesses were of types similar to those engaged in by the
applicant or its majority-owned subsidiaries, or to those of any. con-
trolled companies which it was not necessary\to add in order to arrive
at-the primary business engagement, - -

Pursuant to the Commission’s order of Apml 12, 1962 13 hearings
contmued on an application filed by Growth Uapztal, Ino a small
business investment company, seeking to exempt condltxona,lly C. B.
McDonald, a director of Growth Capital and also the.managing part-
ner of McDonald & Company, an investment banking firm, from the
provisions of .Section 30(f) of the Act which makes applicable to
directors of closed-end investment companies the provisions of Section
16 .of the Securities Exchange Act of 1934 with respect. to insiders’
transactions. The application was opposed by the Commlssmn s
Division of Corporate Regulation.

10 Investment Company Act Belease No. 3620, -

1CA, 8 No. 14,730,

12 Investment Company Act Release No, 3649 (March 11, 1963),
12 Investment Company Act Release No, 3467,



PART X

ADMINISTRATION OF THE INVESTMENT ADVISERS ACT OF
1940

The Investment Advisers Act of 1940 requires the registration of
persons engaged for compensation in the business of advising others
with respect to securities. Certain advisers are exempt from the re-
quirement of registration, including those who advise only investment
companies or insurance companies and those who, within the last 12
months, had fawer than 15 clients and who do not hold themselves out
generally to the public as invegtment advisers. Furthermore, the reg-
istration requirements do not apply to an adviser whose investment
advice is given only to persons resident in the state in which he main-
tains his principal place of business, as long as the advice does not con-
cern securities listed on a national seenrities exchange or admitted to
unlisted trading privileges on such an exchange.

Section 206 of the Act, as amended in September 1960, prohibits an
investment adviser from engaging in fraudulent, deceptive or manipu-
lative acts or practices and gives the Commission authority, by rules
and regulations, to define and to prescribe means reasonably designed
to prevent such acts and practices.? In accordance with this provision,
the Commission, during the 1962 fiscal year, adopted Rule 206 (4)-1,
effective January 1, 1962, which defines certain advertisements by
investment advisers as fraudulent, deceptive or manipulative, Dur-
ing the 1963 fiscal year an informal program was instituted to secure
compliance with Rule 206(4)-1 by those investment advisers whose
advertising continued to be objecticnable. The cooperation of the
investment advisers who were contacted has resulted in a marked
reduction in the publication and distribution of advertising material
violative of Rule 206 (4)-1.

Investment advisers who also effect transactions as brokers and
dealers must disclose any interest they may have in transactions ef-
fected for clients if acting as an investment adviser with regard to
such transactions. The Act prohibits any investment adviser not
exempt from registration from basing his compensation upon a share

iIn 8.B8.0. v. Oapital Gaing Research Bureau, Inc., an important action ander the antl-
fraud provisions of the Act as in effect prior to its amendment, the Supreme Court in

Yiecember 1965 reversed lower court declslons denying the Commisslon's motlon for a pre-
lminary injunction. See pp. 112-113, infra.

108
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of the capital gains or appreciation of his elient’s funds. The Act
also makes it unlawful for any such investment adviser to enter into,
extend or renew any investment advisory contract or to perform such
contract if the contract provides for compensation to the investment
adviser on the basis of a share of capital gains or capital appreciation
of the funds or any portion of the funds of the client or fails to pro-
vide that no assignment of such contract shall be made by the invest-
ment adviser without the consent of the other party to the contract.
Under Rule 206(4)-2, which became effective in April 1962, an in-
vestment adviser who has custody of funds or securities of any client
is required to segregate them, maintain them in the manner provided
in the rule, and to comply with other conditions specified in the rule.
Moreover, every investment adviser who is not exempt from registra-
tion is required, since the 1960 amendments, to make, keep and pre-
serve such books and records as may be preseribed by the Commission
and the Commission is empowered to inspect such books and records.
The books and records to be maintsined by investment advisers are
specified in Rule 2042, which became effective in July 1961.

Inspection procedures have been revised to obtain information con-
cerning compliance with the new rules, During the fiscal year 1963,
219 inspections were completed and 131 violations of the new rules
were digclosed. It is anticipated that the number of ingpections will
inerease annuzlly until the investment advisers registered with the
Commission are subject to a regular cycle of inspections.

Investment advisers who violate any of the provisions of the Act
are subject to appropriate administrative, civil or criminal reme-
dies. 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 public 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 exist-
ence 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
rula or regulation thereunder, or aiding and abetting any other per-
son’s violation of such provisions, rules or regulations.

At the close of the fiscal year, 1,564 investment advisers were
registered with the Commission. The following tabulation contains
statistics with respect to registrations and applications for registra-
tion during fiscal year 1063 :
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Imvestment Adviser Regisiralions—1963 Fiscal YVear

Effective registrations at close of preceding fiscal year . . oo _..._ 1, 836
Applications pending at close of preceding fiscal year____ . .. ... 16
Applications filed during fiseal year. .. . . .. al.-. 285

Ot - o o e e e e e oo e 2,137
Registrations cancelled or withdrawn during year. .. oo oooeo oo _____ 539
Registrations denied or revoked during year. . oo cvoeoeecomcaceoaoas 5
Applications withdrawn during year_ _ . eeeeemas 3
Registrations effective at end of year _______________ .. 1, 564
Applications pending at end of year..o oo ________________. ... 26

Total. o o e cmcemecemccmmeacmcmcm—asemamcec—cmo— .- 2, 137

An extensive program pursued during the year resulted in the
withdrawal or cancellation of the registrations of several hundred
investment advisers who failed to file supplements to their registra-
tion as required by the Act.

ADMINISTRATIVE PROCEEDINGS

At the beginning of the fiscal year, 10 revocation proceedings and 1
denial proceeding were pending. With respect to these, the Commis-
sion during the year revoked 5 registrations; ? in the denial proceed-
ings, it held that denial of the application for investment adviser
registration was not required in the public interest and permitted the
application to become effective, subject to certain conditions designed
to ensure that the applicant would confine his activities exclusively
to those of an investment adviser.! During fiscal 1963, the Commis-
sion instituted revocation proceedings against 7 registered investment
advisers, These proceedings, and the remaining 5 revocation proceed-
ings previously instituted, were pending at the close of the year.

9 0wen K. Togler, Ino, Bdward Blait, Waller Rosenbush, Financial Foreoaster, Imc.,
Investment Advisers Act Release No, 120 (July 9, 1862) ; Seymour J. Soblesinger, Invest-
ment Advigsers Act Release No, 130 (October 4, 1962).

: William H, Bicsel, Investment Advisera Act Release No. 1456 (May 21, 1983).



PART XI
OTHER ACTIVITIES OF THE COMMISSION
CIVIL LITIGATION

The several statutes administered by the Commission authorize
the Commission to seek injunctions against continuing or threatened
violations of such statutes. Such violations may involve a wide range
of illegal practices, including the purchase or sale of securities by
fraud, and the sale of securities without compliance with the registra-
tion requirements of the Securities Act. The Commission also partic-
ipates in various other types of proceedings, including appearances
as emicus curiae in litigation between private parties where it is im-
portant that its view regarding the interpretation of the statutes be
furnished to the court.

At the beginning of the fiscal year 1963 there were pending in the
courts 105 injunctive and related enforcement proceedings instituted
by the Commission to prevent fraudulent and other illega] practices
in the sale or purchase of securities, During the year 121 additional
proceedings were instituted and 105 cases were disposed of, leaving 121
such proceedings pending at the end of the year. In addition the
Commission participated in a number of corporate recrganization
cages under Chapter X of the Bankruptey Act, in 10 proceedings in
the district courts under Section 11(e) of the Public Utility Holding
Company Act, and in 14 miscellaneous actions. The Commission also
participated in 46 civil appeals in the United States courts of appeals.
Of these, 19 came before the courts on petition for review of an ad-
ministrative order, 15 arose out of corporate reorganizations in which
the Commission had taken an active part, 2 were appeals in aetions
brought by or against the Commission, 3 were appeals from orders
entered pursuant to Section 11(e) of the Public Utility Holding Com-
pany Act, and 6 were appeals in cases in which the Commission ap-
peared as amicus curice. The Commission also participated in 9 peti-
tions for or memoranda in opposition to certiorari before the United
States Supreme Court resulting from these or similar actions.

Complete lists of all cases in which the Commission appeared be-
fore a Federal or state court during the fiscal year, either &s a party
or as amious curiae, and the status of such cases at the close of the
year are contained in the appendix tables. This section describes &
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few of the more noteworthy cases, not including, however, any cases
arising 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.

Since publication of the last Annual Report, the United States
Supreme Court has rendered two significant decisions in the field of
securities regulation, one relating to the permissible scope of regula-
tion by a stock exchange of its members, the other to the interpretation
of anti-fraud provisions of the Investment Advisers Act of 1940,

In Silver v. New York Stock Ezchange! the Supreme Court,
reversing the court of appeals, held that the stock exchange violated
Section 1 of the Sherman Act in ordering several of its member firms
to remove telephone wire connections previously in operation between
their offices and those of 2 nonmember—a. broker-dealer trading in
over-the-counter securities—without giving the nonmember notice,
assigning him any reason for the action or affording him an oppor-
tunity to be heard. The court found that such action by the exchange
would constitute a per se anti-trust violation had it occurred in a con-
text free from other Federal regulation, but agreed with the court
of appeals that the exchange’s rules governing its members’ relation-
ships with nonmembers are within its duty of self-regulation under
the Securities Exchange Act, even where the particular nonmember
deals only in “unlisted” securities. The court held, however, that
particular applications of these rules by the exchange are outside the
purview of the anti-trust laws only when justified by its self-regu-
latory duty and that the Exchange Act affords no justification for
anti-competitive collective action taken without according fair
procedures.

In Securities and Exchange Commission v. Capital Gains Besearch
Bureau, Inc.;? decided subsequent to the end of the fiscal year, the
Supreme Court held that it was fraudulent and deceptive within the
meaning of Sections 206 (1) and (2) of the Investment Advisers Act
of 1940 for a registered investment adviser to fail to disclose to his
clients a practice—known in the trade as “scalping”—of purchasing
shares of a security for his own account shortly before recommending
that security for long-term investment and then immediately selling
the shares at a profit upon the rise in the market price following the
recommendation. The court pointed out the conflict of interests
present in such a situation by noting that “[a]n adviser who, like
respondents, secretly trades on the market effect of his own recom-

1378 U.8. 341 (1968). Earller stages of the lltlgation In this case are discussed in the
28th Annual Report, pp, 128-127.

132 U.8.L. Week 4020 (1963). Earlier stages of the Utigatlon in thia cage are discnssed
in the 28th Annual Report, p. 129, and the 27th Annnal Report, p. 163,
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mendation, may be motivated—consciously or unconsciously—to rec-’
ommend. a given security not because of its potential for long-run
price increase (which would: profit the client), but because of its
potential for short-run price increase in response to anticipated ac-’
. tivity from. the recommendation (which would. profit the adviser).”
The court rejected the interpretations of the lower courts to the effect’
that the Act requires the Commission to establish intent to injure
and. actual -injury -to. the adviser’s clients in order to obtair‘a pre-
liminary injunction requiring disclosure of suchy practices. It pointed
out that “Congress intended the Investment Advisers Act.of.1940 to
be construed' like ‘cther. securities:legislation ‘enacted for the purposs
of avoiding frauds,” not technically' and restrictively, ‘but rather
flexibly to-effectnate its remedial purposes.” . [Footnote omitted.]

‘Among the numerous actions instituted in the’:Federal  district
courts by the Commission, seeking injunctions against continuing or
threatened violations of the Securities Act or Securities Exchange Act,
and related types-of proceedmgs, the followmg were of partlcular
interest or significance: . -/ - : :

In Securitics and Exchange 00mmwmon v. OMmberZam Associates,
et al,, the Commission sought to enjoin an issning corporation and a
persbn retained as public relations counse] for the issuer from offering-
and selling securities--without registration in. viclation of Section 5
of the Securities Act and from engaging in practices operating as a’
fraud upon purchasers in violation of Section 17(a) of that Act. The
public relations -counsel had:prepared a “Report to Stockholders”
which was a verbatim copy of a letter by the company’s president.
The letter contained false and misleading statements concerning the
issuer. The public relations counsel displayed the report and other
material to various broker-dealers, encouraged them to establish
markets at prices he suggested and on one occasion placed a purchase
order for 200 shares. In this manner, the broker-dealers were in-
duced to buy and sell some 3,000 shares, most-of which émanated from
a Canadian source and as to which no registration statement had been
filed and no exemption appeared to be available.

The district court conctuded that the Commission was-entitled toa
permanent injunction. It held that the activities of the public rela-
tions counsel amounted to a solicitation of offers to buy and thus con-
stituted offers to sell, as defined in Section 2(3) of the Securities Act,
and that he was an underwriter as defined in Section 2(11) of that
Act. The court concluded that his activities were therefore in viola-
tion of Section 5 of that Act. It further held that the counsel also

88.D. N.Y., No. 61 Clv. 2160, CCH Fed. See. L. Rep. 791,228,
T17-943—64—90
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violated the anti-fraud provisions of Section 17(a) of the Act, stating-
that he could not shirk responsibility for the misleading statements in
the Report to Stockholders by claiming that.-he.relied .upon the
representations of others. The court made it clear that since it was
through his efforts that the stock was.to pa,ss to the pubhc he had 2 |
duty to investigate further. - . TR I

In Seeurities and Exchange. C’ommwsaon V. Teﬂn-Tem Land and.
Cattle Co., et al.* the Commission sought to-enjoin a corporation,. its
president and certam other officers from offering and selling: invest-~
ment contracts and. profit-sharing agreéments: without registration in
violation of Section 5 of the Securities Act of 1933.: The securities
took-the form of grazing lease agréements between the corporation and
investors who placed cattle with the defendants for care, feeding and
breeding. - Th investors agreed to pay a-stipulated service charge
per head of cattleplus one-half thé calf crop or a:inonthly fee: </ While:
the defendants neither sold ‘cattle to investors.nor purchased- from
them, defendants offered to arrange purchases and:sales for investors.-
The court entered a prehmmary 1n]unct10n a.nd a permanent m]unc-
tion wasg consented to, -

- The case of Secwmtzes and VX wchange Commission v. E Zectromcs Se-
eurity Corp.,® was an.action for injunction against further violations
of Section -17(a) of the Securities -Act:of 1933 and Sections 10(b)
and 15(e) (1) of the Securities Exchange: Act:.and Rules 10b-6 and
15¢1-8 thereunder by a registered broker-dealer corporation and its
president.: . The defendants consented to the entry.of a preliminary
injunction. At the time of the hearing on the permanent injunction
the defendants urged that no injunction be entered-on the ground of
mootness, inasmuch as the defendant corporation had 'previously sur-
rendered its dealer’s license to the state:authorities-and had ceased to
exist as an active corporation. The district:court,.however, issued
an -injunction® citing United States v. Parke, Davis & Co., 365 TLS.
125 (1961) ; 862 U.S. 29 (1960) , where the Supreme Court had rejected
similar arguments.. - 1

In Securities and Exchange Commissionv. Amemcan Trailer Rentals
Company,’ the Commission petitioned for leave to intervene in pro-
ceedings for an arrangement under Chapter XTI of the Bankruptcy
Act to show that an offering of securities of Capitol Leasing Corpora-
tion, pursuant to the plan of arrangement proposed by:the debtor,
violated the anti-fraud provisions of Section 17(a) of the Securities
Act of 1933. The Commission stated to the bankruptey court that its

4 N.D. Tex,, C.A, 3-63-103,

5D. Minn., No. 4-61 Civ. 257,

¢ CCH Fed. See. L. Rep. 1 91,213,
7. Colo., No. 33276.
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responsibility for enforcement of the anti-fraud provisions is in no
way lessened by the fact that the violator is involved in bankruptey
proceedings or that the sanctions afforded by the statute might be
imposed in eonnection with an arrangement proceeding under Chap-
. ter XI, It pointed out that it was confronted with a choice between
instituting an independent proceeding in a Federal district court
having jurisdiction under Section 20 of the Securities Act or taking
steps to bring to the attention of the bankruptey court that proceedings
therein were being employed in a manner violative of the Securities
Act. The Commission noted that if it had obtained an injunction
against further offerings or sales by. Capitol Leasing Corporation
through an independent action, the proceedings for arrangement in
the bankruptcy court would have been rendered moot. It therefore
appeared to the Commission both more seemly and more consonant
with the best interests of the arrangement proceeding to apply to the
bankruptey court for relief.

The referee in bankruptcy denied the Comjmss:on s petition to
intervene on procedural grounds and also decided that the Commission
had not shown facts necessary to entitle it to relief. On reviéw,
district court held that it was error to deny the Commission leave to
intervene but that the referee’s holding that there was not adequate
evidence in the record to support the Commission’s claim could not
be set aside as “clearly erroneous.” An-appeal has been taken by the
Commission to the Court of Appeals for the Tenth Circuit where the
matter is now pending.? :

In Securities and Erchange Commission v. Paul Bichter, domg busi-
ness as Meade & Company,® the court had preliminarily enjoined a
registered broker-dealer from violating the net capital and bookkeep-
ing requirements under the Securities Exchange Act of 1934 and had
appointed a receiver of all of the defendant’s assets. A bank moved
the court for an order authorizing it to sell certain securities pledged to
it by the defendant as collateral for loans. The receiver and the Com-
mission opposed the motion on the grounds that at least certain of the
stock certificates held by the bank contained forged endorsements, that
many other complaints of forgeries had been received from defendant’s
customers, and that many customers complained of having bought or
sold shares without having received certificates or money therefor. The
court held that it appeared there might be a cloud on the bank’s title
to the certificates and therefore denied the bank’s motion but without
prejudice to another application on timely notice to all persons whose
rights might be affected by a sale.

e Ths Commigslon's applicatlon to dlsmiss the Chapter XI proceeding 13 diseussed on

p. 95, supra.
¢ 3.D. N.Y., 63 Clv, 1620,
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‘ The decision of the Court of Appeals for the Second Cirenit.in.
Berko v, Securities and Ezchange Commission® is of considerable
significance to-the Commission in connection with its enforcement
activities directed against fraudulent sales of securities, particularly
through so-called “boiler-rooms.” As described in the last Annual
Report,”* Berko had been found a cause of the revocation of the
broker-dealer registration of Mae Robbins & Co., Inc. He sought
review of that finding and the court had.remanded to.the Commis:
sion, which thereafter issued an Opinion and Order *? reaffirming its
previous finding. In April 1963, the court affirmed that order as
being supported by substantial evidence. It stated that Berko worked
in an office which was plainly :established to be a “boiler-room” and
which he knew to be a “boiler-room,” and held that these facts justi-
fied the Commission in holding'-him chargeable with knowledge of
the contents of brochures utilized by him which he should have known.
to be misleading. The court accepted the Commission’s conclusion’
that a salesman working in a “boiler-room” has a higher duty to pros-
pective customers than one working out of a legitimate sales opera-
tion, and does not meet his obligation when he has no knowledge of-
the issuer other than opinions and brochures furnished by his em-.
ployer without an investigation of their correctness. : :

‘During the year, the Commission participated as amicus curiae in
severn] cases in which there was an -issue regarding the validity or
interpretation of provisions of the Securities Acts, or the rulés pro-.
mulgated thereunder by the Commlssmn Among those cases were
the following:

Kornfeld v. Eaton® was an action brought by stockholders of the
Norwich Pharmacal Company under Section 16(b) -of the Securities
Exchange Act to recover on behalf of Norwich the profits.realized by-
defendant Eaton, an officer and director of the company, through
“short-swing” transactions in Norwich eommon stock. Although the
purchase and sale of the stock by Eaton occcurred within a 6-month
period, the purchase was made pursuant to the exercise of an option
which had been granted to him by the company several years earlier.
Following a demand by the plaintiffs that the company institute suit
agninst Eaton to recover the profits from the transactions, Eaton paid
to the.company a sum computed in accordance with the Commission’s
Rule 16b—6, which limits the amount of profits that are recoverable
from transactions of this type to the market increment occurring
within the short-swing period surrounding the sale of the stoek, thus

1318 T, 24 137 (C.A. 2,1963).

11 28th Annuel Report, p. 126/

12 Hecurities Exchange Act Releage No, 8846 (July 11, 1962).
13217 I, Supp. 671 (8. D.N.X., 1963).
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excluding the increment arising from the long-term holding of the
option. The plaintiffs claimed that the rule is invalid, urging that
it is inconsistent with the purpose of Section 16(b) and that it.ex-
ceeds the Commission’s statutory authority to exempt transactions
from the operation of that Section. The district conrt, agreeing
with the views expressed in a memorandum which the Commission
filed as amicus curice, rejected the plaintiffs’ contentions and upheld
the rule as a valid exercise of the Commission’s rulemaking authority
under the Act. Subsequent to the close of the fiseal year, the Court
of Appeals for the Second Circuit affirmed.*

Fuller v. Dilbert was an action by the guarantors of a pur-
chaser’s obligations under a contract for the sale of stock to have the
contract declared void as in violation of Section 5 of the Securities
Act and Section 16(c) of the Securities Exchange Act. The sellers
moved for summary judgment, and the Commission filed a memo-
randum amicus curige. The contract was for the sale of a control block
of unregistered stock, and it was contemplated that the purchaser
would not take all of the stock himself but would designate unidentified
other persons as co-purchasers or sub-purchasers. It was expressly
provided, however, that purchaser “and his designees” would take
-only for investment so that the transaction would be exempt from the
registration requirements of the Securities Act, under Section 4(1)
of that Act, as a transaction not invelving an “issuer, underwriter or
.dealer.” The Commission in its memorandum took the position that
the contract could be performed without violating the Securities Act.
Since any performances, which violated the Securities Act, wonld con-
stitute a breach of the.contract, the contract did not haveto be declared
void. '

The other ground advanced by plamtlﬁ’s in support of thelr con-
tention that the contract was void was predicated on the fact that
certain shares included in its terms, which had been bequeathed: to
the sellers by their father, had not as yet been distributed to them at the
time the contract was executed. It was nroed that the sellers therefore
did not “own” the stock which they were purporting to sell and that,
since they were insiders, the contract was void as being in violation
of Section. 16(c¢) of the Securities Exchange Act, which prohibits any
sale by an insider of equity securities of his corporation if he “does
not own the security sold.” The Commission urged, among other
matters, that there is no particular form of legal or equitable title
required to satisfy the requirements of ownership within the meaning
of this Section, although some property interest is clearly required.

¥ Docket No. 283185,
32 F.R.D. 60 (8D N.Y., 1962).
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Though it cannot be said what this property interest might be in every
case, the sellers here could be considered to “own” the equity securities,
without giving rise to the abuses with respect to “short sales” which
the statute seeks to prevent.

The district court denied summary judgment on the ground that
thers were issues of fact whlch could not be decided upon affidavits
or motion papers.

In Borak v. J. 1. Case Co.'* plaintifl, a stockholder of J. 1. Case
Co., sought a declaration that the 1956 merger between Case and Amer-
ican Tractor Corporation was void, as well as damages and other
retrospective relief, claiming that the merger had been approved at
‘a stockholders® meeting at which proxiés, solicited in violation of
Section 14(a) of the Securities Exchange Act and the proxy rules
thereinder, were voted. The district court, relying upon the case of
Dann v. Studebaker-Packard Oorp.,' held that it had no jurisdiction
under the Exchange Act to award damages and other retrospective
‘relief, that claims for such relief were claims arising under state law
and that the state security-for-expense statute was therefors appli-
cable to the complaint insofar as it sought other than decla.rator’y
relief. Plaintiff appealed and the Commission filed a brief amicus
curiaé urging the court of appeals to hold that in 4 private suit based
upon Section 14(a) and the proxy rules thereunder 4 Federal district
court has jurisdiction under Section 27 of the Act to grant damages
or any other retrospective relief as the merits of the particular case
‘may require. The court of appeals’ adopted the Commission’s posi-
tion and reversed, expressly disagreeing with the Denn decision
insofar as it held 'to‘the contrary. Subsequent to the end of the fiscal
year the Supreme Court granted certiorari.s

" The fiscal year saw further significant’ developments in htlgatlon
under the Investment Company Act of 1940.

The institution of action in the case of Securitics and FEwchange
Commission v, Midwest Technical Development Corporation™ was

- described in the last Annual Report.* In that case thé Commission
dharged certain officers and directors of that corporation, & reglstered
closed-end investment company, with gross abuse of trust and various
violations 'of the Investment Company Act. ' The primary charge of
gross abuse of trust stemmed from the activities of certain directors in
purchnsmg the same securities whlch the investment company pres—
ently held in, or proposed to mtloduce mto, 1ts portfolm of securltles

¥ 317TF. 2d 838 (C.A. T, 1963).

1288 F. 24 201 (C.A. 6,1961).

1532 U.8, Law Week 3173 (November 12, 1963},
¥ D, Minn. 4-62 Civ. 142,

# 28th Anpual Report, pp. 130-131,
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In addition to charging that irreconcilable conflicts of interest resulted
from the directors’ ownership of portfolio securities, the Commission
also alleged in its complaint that the personal securities-trading activi-
ties of the directors constituted the effecting of transactions in joint
arrangements and joint enterprises with the investment company in
viclation of Section 17(d) of the Investment Company Act and Rule
17d-1 thersunder. It was also charged that the defendants caused
the investment company to enter into prohibited transactions with
affiliated persons in viclation of Section 17(a) of the Investment Com-
pany Act, that the company had violated Sections 13 and 21 of the
Act in issuing guarantees which in effect were indirect loans con-
trary to its stated investment policy, and that it had issued senior
securities in violation of Section 18 of the Act. .. . - )

On July 5, 1963, the district court issued its opinion. It agreed
with the Commission that the activities of the directors in purchasing
securities which were also represented or were intended to be included
in the investment company’s portfolio constituted joint arrangements
‘in violation of Section 17(d) of the Act and Rule 17d-1 thereunder.
Thé eourt held, howaver, that such conduct-alone or together with the
other violations alleged did not constitute gross abuse of trust. The
court viewed the evidence as showing that the directors did not fully
appreciate the conflicts.of interest: which were involved and that they
unintentionally failed to-seek-approval of the joint transactions from
the Commission. "The court also held, among.other things, that the
issuance of the guarantees by the investment.company in connection
with loans made by 'third. persons to.companies in which the invest-
ment company had invested, or.in which it intended to invest, violated
the investinent company’s irivestment policy concerning the amount of

‘loans which the company: could make without stockholder approval.
- Securities and Exchange Commission v. United Benefit Life Ins,
‘(o2 is an-action by the Commission to enjoin the defendant, a.Ne-
braska corporation, from the offering and sale-of a contract described
by the company as an Annual Flexible Fund Retirement Annuity. In
its complaint, the Commission contended that the.contracts being sold
are securities within the meaning of the Securities Act and that they
may not be offered for public sale without prior registration with the
Commission under that Act. - The Commission further contended that
certain guarantees.of partial repayment made by the company to the
purchasers of the contracts also constituted ' securily required to.be
registered with the Commission under the Securities Act. -

In addition, the Commission contended that the defendant had
created and manages a sepurate fund for the purpose of investing in

D, D.C. No, 3086-62,
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securities, and that such fund constitutes an “investment company,” as
defined in the Investment Company Act, and must be registered under
that Act. The defendant has filed an answer controverting the Com-
mission’s contentions, and, as of the end of the ﬁsml year, discovery
proceedings were being condueted.

In P’rudentml Life Insurance Company of America v. Securities and
Ewxchange C'ommission,® Prudential petitioned the Court of Appeals
Tor the Third Cirenit for review of a Commission order which denied
Prudential’s request for exemptions from the Investment Company
Act of 1940 for the separate variable annuity contract business which
Prudential proposes to conduct.® . Following the close of the fiscal
year, the Court affirmed the Commission order,

In Taussig, et al. v. Wellington Fund, Ine., et al., 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, the district court held that
Section 35(d) .of the Investment Compary ‘Act conferred an implied
private right of action, and :then relied upon pendent jurisdiction to
resolve common law claims of unfair competition. Tt énjoined the
advisers and Wellington Equity Fund from employing the name,
-“Wellington” in the investment company field, but denied damages.
On appeal, the' Commission, as emicus curiae, filed a brief which
urged that implied rights of action flow-from violations of provisions
.of the Investment Company Act, including Section 36. . The ‘brief
also .pointed out that no inference -should be dratvn from -the
nonaction of ‘the Commission or from its acceleration of the regis-
tration of shares as to whether names, proxy material or other material
is deceptive or-misleading.. The Court of Appeals for the Third Cir-
cuit held that there was'a “substantial Federal -question”. whether
there can be a private implied right of action under Section 35(d) in
these circumstances and that the existence of this question provided
‘the basis . for' retaining pendent-jurisdiction to.decide the case on
common law principles of unfair competltlon 26

Securitics.and Exchange Commission v. The Keller O’orpomtwn, et
al.,2 involved a fraudulent scheme involving the sale-of securities of
an unregistered investment company. The Commission filed a com-
‘plaint seeking to enjoin the corporate defendants and certain of their
principals from further fraudulent sales of Keller securities and to
enjoin Keller from continuing certain activities which, under Section

2 LA, 3, No..14,370. ot

23 The Commisslon’s decision is summarized at page 107 eupra

24187 F. Supp. 179 (Del. 1960).

%313 F. 2d 472 (C.A. B, 1963), certiorari denied, 374 U.8, 806 (1863).
2 8.0, Ind, IPG2-C-528.
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7{2) of the Investméent Company Act, unregistered investment com-
panies may not engage in. In view of the frand practiced upon the
public investors in Keller, both through the frandulent sales of Keller
stock and through the fraudulent mismanagement of Keller’s port-
folio and affairs, the' Commission also sought the appeointment of a
trustee or receiver. The distriet court entered a preliminary in-
junction enjoining the corporate defendants and two of the prin-
cipals from further fraudulent sales of Keller stock and enjoining
Keller from continuing any of the prohibited activities. The court
also appointed a tiustee and receiver for Keller. Subsequent to the
close of the fiseal year, the comt of appeals affirmed the lower court
in all respects e

The remaining cases discussed in this section include two actions
to enforce subpoenas, one in connection with an administrative pro-
ceeding,  the other in connection with an investigation, and three
proceedings instituted against the Commission to enjoin, respectively,
the conduct of an investigation, the continuation of a,dmmlstratwe
proceedmds, and the institution of such proceedings.

In Securities and Ewxchange Commission v. Parrott ** the Commis-
sion’ sought to enforce subpoenas issued by one ‘of its hearing ex-
aminers in the coitrse of an administrative proceeding involving a
broker-dealer. The subpoemed persons, who were to be witnesses
in the administrative hearings, contended it wis unfair fo requne
them to testify or produce records pr1or to the trial 6f t%e ‘injunctivé
actions brought by the Commlssmn in which they were named de-
fendants. Upon the Commlsswn S a,pphcatxon for enforcement of the
subpoenas the district’ court delayed enforcement for 90 days. It
was expected that one of the trials would be completed within that
period. The court 1ndlcated that depositions would be permitted if
they were taken in Denver, the'home of the witnesses, The parties
to the administrative proceeding, which was pending in Washington,
D.C., would not consent t6:a transfer of the proceeding to Denver
and contended that they weére unable to afford the expense of being
present, at the taking of depositions there. ' In addition, the hearing
examiner ruled in the administrative proceeding that depositions were
not appropriate since lie desired to hear live testimony. The district
court extended the delay period on two oceasions and the Commis-
sion appealed, contending that the existence of the injunctive actions
was not a ground for delaying enforcement of the subpoenas and that
the interests of parties to the administrative proceeding were para-

w LA T, No. 14,116,
B AL 10, Nos. 7358-T347.



122 SECURITIES AND EXCHANGE COMMISSION

mount, to the interests of witnesses. The court of appeals, without
opinion, directed that the subpoenas be enforced.

In Securities and, Exchange Commission v. National Bank of C’om-
merce of Seattle the Commission sought enforcement of a subpoena
directed to a bank calling for the production of certain bank records
relating to the accounts of .customers who were. being .investigated
{or possible violations of the anti- fraud provisions of the Securities
Acts. - The court ordered the bank to comply with the subpoena even
though the customers who were the subjécts of the:investigation had
directed the bank not to produce the records. . The court held not
only that the customers of the bank had no privilege with respect to
the records, but that they did not have sufficient property rights
therein or any other interests sufficient to make them necessary parties
to the subpoena enforcement proceeding.

In Howard P. Carroll, et al. v, Securities ond F: mchzmge C’cmvmzs-
sion, et al., = plaintiffs sought to enjoin the Commission from exer-
cising its subpoena, power in aid of an investigation into. sales of
certain securities by plaintiffs and sought to.quash a subpoena issued
by a grand jury 31tt1ng in California. Plaintiffs alleged that the
Commission was exercising its subpoena power to discover evidence
for use in prosecutlon of a criminal indictment then pending i in Cali-
fornia agamst certain of the plaintiffs. Similar .charges were ‘made
concemlng the grand jury subpoena. The court granbed the Com-
mission’s .motion to dlsmlss, holding that it had no ]urlsdlctlon to
en]om the Commission i in the conduct of its 1nvest1gation or to quash
a subpoena not issued in the court’s district. B

“In B! A " Holman.'& Co., Inc. v. Secumtzes and Enchange Com-
mission ™ ‘the plaintiff” sought to ' have ' 'the Commission en]omed
from" continuing broker-dealer revocation proceedings against it,
claiming that one of the members: of the'Commission was dlsquahﬁed
from adjudicating the case because he had previously been Director
of the Commisston’s Division of Corporation Finance at'a time whén
that Division had processed a- registration statement, which proc-
essing ultimately led to the institution-of the revocation proceedings.
As noted in the last Annual Report,® -the.district court granted
plaintiff’s motion for.a preliminary.injunction.. During fiscal 1963,
the court of appeals reversed the order.of the district court, hold-
ing that,plaintiff had not made a record sufficient to excuse h]m from
exhausting his administrative remedies.®® Plaintiff has filed a peti-
tion for a writ of eertiorari in the Supreme Court.*

- ™ 216 F. Supp. 932 (W.D. Wash, 1968),

D, Colo., Clv. No. T738.

% D.D.C. No. 1888-62.

22 28th Annual Report, pp. 129-130.

® 323 F, 24 284 {D.C. Cir,, 1963).
% October Term, 1963, No. G0O.
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The Wolf Corporation v. Securitics and Exchange (ommission ®
was an action seeking to enjoin the institution of stop-order proceed-
ings against plaintiff’s registration statement under the Securities Act
of 1983. The complaint alleged irregularities in the taking of evi-
dence during the preliminary investigation conducted pursnant to
Section 8(e) of the Act, and plaintiff argued that the order author-
izing a public hearing pursuant to Section 8(d) was rendered unlaw-
ful because it was based on the results of that investigation. The
District Court for the District of Columbia denied plaintift’s motion
for preliminary injunction,® holding that the issues raised in the
complaint were not subject to judicial review until plaintift had ex-
hausted its administrative remedies. The court of appeals af-
firmed,*” holding that the complaint failed to state a cause of action
on which-relief could be granted. A motion for a stay pending
petition for a writ of certéorari was thereafter denied by the court
of appeals, and a similar motion was denied by the Chief Justice of
the Umted States Supreme Court. .. - o

" CRIMINAL PROCEEDIN GS

- The statutes,. admlmstered by the Commission provide that the
Comm1ssmn may transmit- ev1dence of violations of any' provisions
of these statutes to the Attorney (:renera.l who.in turn, may institute
criminal proceedings. Where facts ascertained as, a result.of an in-
vestigation by a regional office of the Commission.or at times its head-
quarters - -office appear to warrant criminal; prosecution, a detailed
report is prepared. After careful review by the General Counsel’s
Office, the. reeommendatmns of the. regional office and the General
Counsel’s. Oﬁice are, conSLdered by the Commission -and, if the Com-
mission beheves crmunal prosecutlon iz appropriate,- .the case is re-
ferred 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 ]egal memomndm for use in the
trial, the conduct of the trial, and the preperatlon of briefs on appeal.
During fiscal year 1963, the Commlssmn referred 49 cases to the
Department of Justice for prosecutwn In the course of the year,
40 indictments were returned, in cases referred prior to and during
the fiseal year, against 117 defendants and 115 convictions were had in
50 edses, while convictions were affirmed in 11 cases.’ o
From 1984, when the Commission was established, until June 30,
1963, 3,304 defenda.nts have been indicted.in.the Umted States Dis-
=D.D.C. No. 3207-62.

= 209 F, Supp. 481 (D. D.C., 1962)
#7317 F. 24 139 (D.C. Clr.,, 1068).
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trict Courts in 753 cases developed by the Commission and 1,695
convictions have been obtained. The record of convictions obtained
and npheld in completed cases is over 85 percent for the 29-year life
of the Commission.? :

As in prior years, the majority of the criminal cases prosecuted
involved the offer and sale of securities by fraudulent representations
and other frandulent practices. These activities included high-pres-
sure long-distance telephone “boiler-room” frauds, conversion of cus-
tomers’ funds and securities by broker-dealers or their salesmen, frauds
involving the sale of seciirities by new as well as established businesses,
and fraudulent securities sales in connection with the promotion of
insurance companies, mortgage companies, oil and gas and other min-
ing ventures, and other types of enterprises. It is not feasible to de-
scribe individually each of the many criminal matters pending during
the year.®®* However, two landmark eriminal prosecutions which oc-
curred during the fiscal year are disenssed below.

On July 14, 1981, an indictment was returned by a Grand Jury
sitting in the Southern District of New York chargmg 33 individuals
and corporatlons with mampu]atmg the market price of United Dye
and Chemical Cérporation stock on the New York Stock Exchange and
with fraudulently distributing'to_the public unregistered shares of
this stock. (United States v. Garﬁeld et al.)

Certain defendants were severed, and others pleaded guilty before
or during the trial, which commenced in March 1962. The trial con-
tinued until February 1963, when a jury found the remaining de-
fendants, Virgil D, Dardi, Cha,rles Rosenthal, Charles M. Berman,
Robert B. Gravis and R. 'B. Gravis, Inc. guilty.” Sentences which
had been imposed as of the close of the fiscal year on individual de-
fendants included imprisonment up to 7 years and fines up to $50,000.

The evidence at the trial showed that Alexander Guterma, who was
named as a co-conspirator and testified for the Goverhment, and de-
fendants Garfield and Pasternak acqmred 'control of United Dye and
Chemieal Corporatmn by purchasing a controlling block of stock from
Lowell M. Birrell in 1955, Virgil Dardi, .who arranged this pur-
chase, reccived a percentage of the proceeds Thereafter, in a series
of transactions, Guterma, Garfield and Pasternak caused United Dye
and Chemical to issue 575,000 shares of stock to them for Handrldge
Cor poration which they controlled. Thus, without any outlay of cash,

5 Appendix table 26 contains a condensed statistical summary of all criminal cases de-
velnped by the Commission from fiscal 1934 through fiscal 1963.
3 A list of all eriminal cases developed by the Commisslon which were pending during
. the year and in which indlctments have been returned, and the status of each case, are
contatnred in Appendix table 16, Table 13 is a summary of criminal cases developed by
the Commisaton which were pending as of June 30, 1963.
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they received United Dye and Chemical stock which had a then
market value of over $5 million.

In order to distribute this large bleck of stock te the pubhc
without depressing the market, the services of varicus “boiler-rocoms”
were utilized, including Rockwell Securities Corporation, J. H.
Lederer Co., Cornelis DeVroedt, Inc., MeGrath Securities, Ine., 1. F.
Smllma,n&Co.,Inc R.B. Graws Inc.and G. F. Rothschlld&Co.,Inc.
These “boiler-rooms” employed the typical fraudulent high-pressure
selling - practices.  Contemporaneously the defendants manipulated
the price of the stock upwards on the New York Stock Exchange by
purchasing large amounts on the Exchange while, at the-same time,
selling the stock previously acquired and the stock being purchased
on the Exchange to the public through the “boiler-reoms.”

The trial of this one complex fraud and manipulation case to a
lay jury presented litigation problems of great magnitude. At the
conclusion of the trial, which was the longest in the annals of United
States criminal prosecutions, Judge Herlands noted:

. There never was a:case that was presented with such detail, such docu-
mentation, letters, books, records, confirmations, witnesses. There never was @
case that was proved to the hilt the way thig case was proved (emphasis added).

[The prosecuting attorneys] have been assisted by two very able representa-
tives of the Securities and Exchange Comunsswn Mr. Ralph IL. Tracy and Allen
5. Kilmer. It-is evident that they perfmmed Herculean labors by way of in-
vestigation and ferreting out the facts, and I think that the Securities and BEx-
change Conunission, Mr. Tracy and Mr, Kilmer, deserve commendation for the
way in which they are discharging their function of acting as the financial waieh-
dog for the investment public.

It took years of unremitting labor in the face of all kinds of investigative
difficulties to develop the facts that were presented to the jury, and if 'the case
took 11 months to present the evidence, one can only imagine how long it r.ook
to dig’ up the evidence,

I therefore want the Securities and Exchange Commission to know that its
efforls have been recoghized, and that the Securitles and Exchange Commission
and ity facilities and personnel should be implemented and strengthened zo that
they could carry on with even greater effectiveness the task of protecting the
gecurities markets and the inv esting public from frauds and swindles and other
sophisticiated types of chicanery,

“'The court emphasized the efficient manner in which the prosecuting
attorndys prepared and conducted their case and stated that the length
of the trial was not attributable to any inadequacy on their part. On
the other hand, the court pointed out, defense colnsel’s tactics were
designed to create delay and to cause the judge to “lose his temper rmd
say something which would be grounds for a mistrial.”

The convictions of Gerard and Jerry Re, former specmhsts on the
American Stock Exchange, and the other defendants in United States
v. Re, et al., are also of the utmost significance to the Commission’s
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enforcement program. The Res and others were charged with par-
ticipating with Lowell M. Birrell, presently 'a fugitive in Brazil, in
manipulating the price of Swan:Finch Qil Corporation stock on the
American Stock Exchange and in- fraudulently distributing unreg-
istered shares. of this stock on the Exchange and' thrbugh “boiler-
rooms” which- used the ma,mpulated market prlce as one of the
fraudulent selling devices. : '

- The :Res -themselves distributed at least 578 000 sha,res of Swan-
Finch stock over the Exchange at an aggregate sales price of over $3
million. To prepare the market to absorb these large blocks of Swan-
Finch stock, the Res made short sales from their specialist’s' dccounts
over a period of time and later covered them with stock from at least
18 nomines accounts controlled by them. They also, on oceasion; pre-
vented others from effecting sales of large blocks of stock on the Ex-
change, “painted the tape” to show considerable trading in the stock
at crucial periods, and so executed sa.les as'to close the ma.rket in this
stock on the “up tick.” Lo v Co

In addition to the large sums reahzed through the sales of this stock,
the Res received approximately one- quarter of a mllhon dolIars from
Birrell as payment for their services.

The importance of the convictions of the Res can best be' appreciated
when the specialists’ role and function, in the securities markets are
considered, Asstated at page 23 in the Smﬁ Report on Orgamization,
Management, and. Regulation of Conduct of Members on ﬂw Amman
Stock Exchange:

In his unique capacity the gpecialist stands at the heart of the exchange market
mechsnicm. He has intimate knowledge of the past market actions of the stock
in which he specializes. He also has sole access to the specialist book showing
outstanding orders both below and above market, which affords him a great com-
petitive advantage over the public. In addition, he exercises a significant influ-
ence on the publiec gappraisal of a security since he is the one who guotes the
market. For all these reagons, it iz a matter of tremendous importance in the
maintenance of a fair and orderly market that & specialist’s transactions as
prineipal be only of such kinds and amounts as are consistent with his funetion
of acting as broker at the vital center of theauction market.

.. These convictions, as well as the many convictions obtained in other
cases throughout the country, are of the utmost importance to the

Commission in performing its task of protecting the 1nvestmg public
and deterring further violations. ‘

OFFICE OF PROGRAM PLANNING

Pursuant to the recommendations of the Special Study of Secuntles
Markets, a new Office of Program Planning was created subsequent
to the close of the fiscal year. The principal function of this Office
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is to assist the Commission in establishing policy by analyzing legal,
economic and industrial developments affecting the regulation of the
securities markets. The Office recommends to the Commission the
institution or modification of programs commensurate with the needs
and trends of the securities markets.

The initial task of the Office will be to assist and advise the Com-
mission in the implementation of the recommendations of the Special
Study of Securities Markets. This work involves, in coordination
with other Commission offices and divisions, changes in the rules,
regulations and policies of the Commission and self-regulatory agen-
cies; recommendations for legiclation; proposals for modifications of
industry practices and procedures for gathering and analyzing eco-
nomi¢ data about the securities markets; and conferring, where appro-
priate, with the self-regulating agencies and the financial community
regarding such proposals.

It is anticipated that, as the recommendations of the Special Study
are implemented, the work of this Office will gradually shift in empha-
sis to the principal function described above,

COMPLAINTS AND INVESTIGATIONS

Each of the Aects administered by the Commission specifically
authorizes investigations to determine whether 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 Divi-
sion of Trading and Markets of the Commission’s headquarters office
conducts investigations dealing with matters of particular interest or
urgency, either independently or assisting the regional offices. The
Office of Enforcement also exercises general supervision over and co-
ordination of the investigative activities of the regional offices. Its
staff examines and analyzes the investigative findings and recommen-
dations of the regional offices and recommends appropriate action to
the Commission.

Thera 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
Markets and the regional offices give careful consideration to this in-
formation 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 te the Commission in
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carrying out its enforcement responsibilities are the national securities
exchanges, brokerage firms, state and Canadian securities authorities,
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 mvestrgatmns
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. More-
over, members of the public would have a tendency to be reluctant
to furnish information concerning violations if they thought their
personal affairs would be made public.. :‘Another advantage of con-
fidential investigations is that persons under suspicion of having
violated the law are not made .aware that their activities are under
surveillance, sinee such awareness might have the effect of frustrating
or obstructing the investigation. Accordingly, the Commission does
not generally divulge the result of a nonpublic investigation unless.it
is made a matter of public record in proceedings brought before the
Commission or in the courts.

- When it appears that a serious vmlatlon of . the Federal securities
Ia'ws has eccurred or is occurring,.a case is opened and a full investi-
gation is conducted. Under certain circumstances it becomes neces-
sary for the Commission to issue a formal.order of investigation which
appoints members of its staff as officers to issue subpoenas, to take
testimony under oath and to require.the production of documents.
Usually this step is taken when the subjects of the investigation-and
others who may be involved are uncooperative and it becomes neces-
sary to use the subpoena power to complete the investigation of the
case. During the past year 213 formal orders were issued in con-
nection with investigations handled through the Division of Trading
and Markets.

In addition, there were 11 formal orders issued upon the.recom-
mendation of the Division of Corporate Regulation and 27 upon the
recommendation of the Division of Corporation Finance. The latter
Division conducts certain investigative work in connection with the
processing of filings under the Securities Act of 1933 and the Securi-
ties Exchange Act of 1934,

When an investigation has been completed and enforcement action
appears appropriate, the Commission may proceed in one of several
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ways. It may refer the case to.the Department of Justice for erim-
inal prosecution. - -The Commission may also, when appropriate, au-
thorize the institution of civil proceedings for injunctive relief to halt
further violations of the Federal securities laws.. In such event a
complaint is filed in the appropriate United States District Court and
the case is presented by a member of the Commisston’s staff. Finally,
the Commission may institute administrative proceedings when its
investigation indicates that.a registration statement or report filed
with it i§ false'or misleading or omits-required-information, or that
a broker-dealéer or. investment adwser reg1stered with it is v1ola.tmg
the Federal securities laws. -

The following table: reflects in summa.rlzed form.the investigative
activities of the Commission during fiscal 1983

r m;estigatz'bﬂ's of possible violations of‘tke Acts administered by the Commission

Tatal
Pending June 30, 1962 ) y 3 ) 985
New cases. .. lio_ ! N wrerassusmenrensnna fesiBerrrrrammnrennmmn—na- . 622
s Ot L e resmrrocmcc—emmmmsacceeemmecmenmemcnesmmmmtenmmmmmemmmmmmmen .. 1,607
Clased ... L 528
Pending at June 30, 1963 " ] - - ’1,081

ENFOR(IEMiENT PROBLEMS WITH RESPECT TO FOREIGN SECURITIES

Progress was again made during fiscal 1963 in feducing the un-
lawful offer and sale of Canadian securities in. the United States.
The continuing cooperation of responsible Canadian officials and seg-
nents of the Canadisn securities industry has resulted in even fewer
enforcement problems with respect to such activities than last year.
This decrease, however, has been offset by an increasing number of
fraudulent promotions from other sources outside the United States.

During the past fiscal year United States residents have been sub-
jected to massive mail campaigns from such diverse areas as Panama,
Treland, Switzerland and the Bahamas. In its efforts to deal with
these problems, the Commission has employed new and simplified
procedures for obtaining issuance of foreign postal fraud orders.
The success of this program is due in large measure to the continuing
cooperation of the Post Office Department.

The Commission is still hampered by jurisdictional problems, in-
cluding the status of the Supplementary Extradition Convention with
Canada.* -

The Commission continues to maintain its Canadian Restricted List,
which is a Hst of Canadian companies whose securities the Comm]ssmn

0 Spe 26th Annual Report pp. 202-203 for a description of some of these problems.
T17-843—64——10
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has reason to believe are being, or recently have been, distributed in
the United States in violation of the registration requirements of
the Securities Act of 1933. The list and supplements thereto are
issued to and published by the press, and copies are mailed to all
registered broker-dealers and are available to the public. Asa prac-
tical matter, most United States broker-dealers refuse to execute trans-
actions in such securities.

The Court of Appeals for the District of Columbia upheld the
Commission’s right to publish the Canadian Restricted List in Huka-
tush Mining Corporation v. Securities and Exchange Commission.
In its opinion, the court pointed out that the list does not charge
anyone with any wrongdoing, and that the Commission expressly dis-
avows any comment on the investment merits of the securities listed.
The court said that listing simply states “a fact—that the securities
have not been registered—which the American public has a right to
lmow.”

Eleven supplements to the list were issued in fiscal 1963, As a
result of more effective enforcement activities here and in Canada,
it was necessary to add only 7 names to the list during the year, com-
pared to 3 names added in fiscal 1962, 47 in fiscal 1961, and 82 in fiscal
1960, Twelve names were deleted during the year, leaving 253 names

on the list as of June 30, 1963.

The current list, as of September 30, 1963, follows:
CANADIAN RESTRICTED LIST

Abblican Mines, Ltd.

Adonis Mines, Ltd.

Alagka-Canadian Mining & Explora-
tion Co., Ltd.

Alaska Highway Beryllinm Venture

Aldor Exploration and Development
Co., Ltd.

A. L. Johnson Grubstake

Alouette Mines, Ltd.

Amador Highland Vailley Coppers,
Ltd.

Ambassador Mining Developments,
Lid.

Americanadian Mining & Exploration
Co., Ltd.

Anthony Gas and Oil Explorations,
Litd.

Anowon Uranium Mines, Ltd.

Avpollo Mineral Developers, Inc.

Agsociated@ Livestock Growers of
Ontarlo

4 300 F, 24 647 (1962).

Atlantic Industrial Development Co.,
Ltd.

Autofab, Ltd.

Ava Gold Mining Co., Litd.

Barite Gold Mines, Ltd.

Basic Lead and Zinc Mines, Ltd.

Bayonne Mine Limited

Bengal Development Corp., Ltd.

Black Crow Mines, Ltd.

Blue Springs Explorations

Bonwitha Mining Co., Ltd.

Burbank Minerals, Ltd.

Cable Mines ard Oils, Ltd.

Caesar Minerals, Ltd.

Cairngorm Mines, Ltd.

Cameron Copper Mines, Ltd.

Canada Radium Corp., Ltd.

Canadian Alumina Corp., Ltd.

Canford Explorations, Ltd.

Canol Metal Mines, Ltd.

Cartler Quebec Explorations, Ltd.
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CANADIAN RESTRICTED LIST—Continued

Central and Hastern Canada Mines
(1958), Ltd.

Centurion Mines, Ltd.

Colville Lake Explorers, Ltd.

Consolidated Easter Island Mines,
Litd,

Consolidated Exploration & Mining
Co., Lid.

Consolidated 8t. Simeon Mines, Ltd,

Consolidated Woodgreen Mines, Ltd.

Copper Prince Mineg, Ltd.

Courageous Gold Mines, Ltd.

Cove Uranium Mines, Ltd.

Cree Mining Corp., Litd.

Crusade Petroleum Corp., Ltd.

Davian Exploration, Lid.

Dayjon Expiorers, Ltd.

Dempster Explorations, Ltd.

Derogan Asbestos Corp., Litd.

Devonshire Mining Co., Ltd, -

Devonghire Mining Syndicate

Diadem Mines, Ltd.

Dolmac Mines, Ltd.

Dolsan Mines, Ltd.

Dominion Fluoridators, Ltd.

Dominion (ranite and Marble, Ltd.

DuManurier Mines, Litd.

Dupont Mining Co., Ltd.

Eagle Plains Developments, Litd.

Eagle Plaing Explorations, Ltd.

East Trinity Mining Corp.

Eastern-Northern Explorations, Iitd.

Elk Lake Mines, Lid,

Embagay Mines, Ltd.

Explorers Alliance, Lid.

Export Nickel Corp. of Canada, Ltd.

Falrmont Prospecting Syndicate

Federal Chibougamau Mines, Lid.

File Lake Explorations, Ltd.

Fleetwood Mining and Exploration,
Ltd.

Font Petroleums, Litd.

Foreign Exploration Corp., Lid,

The Fort Hope Grubstake

Franksin Mines, Ltd.

Gasjet Corp., Lid.

Genex Mines, Ltd.

Georay Prospecting Syndicate

Golden Algoma Mines, Ltd.

Golden Hope Mines, Lid.

Goldmague Mines, Ltd.

Grandwick Mines, Litd.

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

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

Lucky Creek Mining Co., Ltd.
Lynwatin Nickel Copper, Ltd.
Mack Lake Mining Corp., Ltd.
Magni Mining Corp., Ltd.

Maple Leaf Investing Corp., Ltd.
March Minerals, Ltd.

Marian Lake Mines, Lid.

Marpeint Gas & 0il Corp., Ltd.
Megantic Mining Corp.

Merrican International Mines, Lid.
Mexicana Explorations, Lid.
Mexuscan Development Corp.
Midas Mining Co., Ltd.
Mid-National Developments, Ltd.
Mile 18 Mines, Ltd.

Milldale Minerals, Ltd.

Mina-Nova Mines, Ltd.

Minden Land Enterprises, Lid.
Mineral Exploration Corp., Lid.
Missile Metals and Mining Corp., Litd.
Monarch Asbestos Co., Litd.
Monitor Gold Mines, Ltd.

Monpre Mining Co., Ltd.
Montelair Mining Cerp., Ltd.
Mpylake Mines, Ltd.

Nationwide Minerals, Ltd.

Natto Mining Co., Ltd.

New Campbell Island Mines, Ltd.
New Faulkenham Mines, Ltd.

New Hamil Silver-Lead Mines, Ltd.
New Mallen Red Lake Mines, Lid.
New Metalore Mining Ceo., Ltd.
New Surpass Petrochemicals, Lid.
Norbank Explorations, Ltd.
Norcopper and Metals Corp.
Normalloy Explorations, Ltd.
Norseman Nickel Corp., Ltd.
North American Asbestos Co., Ttd.
North Gaspe Mines, Ltd.

North Lake Mines, Ltd.

North Tech Explorations, Ltd.
Northport Mineral Explorers, Ltd,
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CANADIAN RESTRICTED LIST—Continaed

Nortoba Mines, Ltd,

Nu-Gord Mines, Ltd,

Nu-Reality Oils, Ltd. .
Nu-World Uranium Mines, Ltd.
Olympus Mines, Litd.

Qutlook Explorations, Lid.
Palliser -Petroleums, Ltd.
Pantzn Mines, Ltd.-

Paramount Petroleum & Minerals

Corp., Lid.
Peace River Petroleums, Ltd. .
Pick Mines, Ltd.
Plexterre Mining Corp.,-Litd,
Prestizge Lake Mines, Ltd.
Prudential Petroleums, Ltd.
Quebec Graphite Corp.
(Queensiand Explorations, Ltd.
Quinalta Petroleum, Ltd.
Rambler Exploration Co., Ltd.
Red River Mining & Exploration, Ltd,
Regal Mining & Development, Lid.
Resoluate Oil and Gas Co., Lid.
Revere Mining Corp., Ltd.
Riobec Mines, Ltd.
Roberval Mining Corp.
Rockroft Explorations, Ltd.
Rothsay Mines, Litd.

Roxton Mining & Development Co,

-Ltd. :
"at Anthony Mmes Lt,d
St Lawrence Industrlal Development
Corp.
Ste. Sophie Development Corp.
St. Stephen Nickel Mines, Litd.
Sastex Ofl and Gas, Ltd.
Savoy Copper Mines, Ltd.
Seaboard Industries, Ltd.
Senvil Mines, Ltd.
Shelin Mines, Lid. -
Sico Mining Corp.;, Lid.
Sinclair Prospecting Syndicate
Space Age Mines, Lid.
Stackpool Mining Co., Ltd.

Strathceona Mines, Ttd.

Sturgeon Basin Mines, Ltd.

Success Mines, Ltd.

Sudbay Beryllivin Mines, Ltd.

Swift Copper Mines, Ltd.

Tabor I.ake Gold Mineg, Lid.

Taiga Mines, Ltd.

Tamicon Iron Mines, Ltd.

Taureanis Mines, Ltd.

Temanda Mines, Lid.

Territory Mining Co., Ltd.

Trans-Leduc Oils, Ltd.

Trans Nation-Minerals, Ltd. -

Trans-Oceanic Hotels Corp., Ltd.

Trepton Petrolenm & Minerals Corp "
Ltd.

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.,
Litd.

Turbenn Minerals, Ltd

Turzene Explorations, Ltd.

Tyndal Explorations, Lid. -

Upper Ungava Mining Corp., Ltd.

Val Jon Explorations, Ltd.

Valray-Explorationg, Ltd.

Venus Chibongaman Mires, Litd.

Ver-Million Gold- Placer Mining, Ltd..

Vieo Explorations, Ltd. .

Vimy Explorations, Ltd.

Viscount Qil and Gag, Ltd.

Wakefield Uranium Mines, Ltd, -

Webbwood Exploration Ce., Lid.

Western Allenbee 'Oil and Gas Co,
Lid. |

Westwind Explorations, Lid..

Windy Hill Mining Corp.

Wingdain & Lightning Creek Mining
Co., Ltd.

Yukon Prospectors’ Synd:cate

SECTION OF SECURITIES VIOLATIONS

A Section of Securities Violations is maintained by the Commission
as a part of its enforcement program to provide a further means of

detecting and preventing fraud in securities transactions.

The Sec-

tion maintains files providing a ‘clearinghouse for other enforcement
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agencies for information concerning persons who have been charged
with vielation or found in violation of various Federal and state secu-
rities statutes. Considerable information is also available concerning
Canadian violators. The specialized information in these files is kept
current through the cooperation of the U.8. Post Office Department,
The Federal Bureau of Investigation, parole and probation officials,
state securities authorities, Federal and state prosecuting attorneys,
police officers, better business bureaus, chambers of commerce, the
NASD and other agencies. At the end ‘of the fiscal year these records
contdined information concerning 78,216 persons against whom Fed-
eral or state action had been taken in coimection with securities viola-
tions. Tn keeping these records current there were added during the
fiscal year items of 1nform'mon conoernmg 8,985 persons, including
2,995 persons not previously identified in these records. A total of
8,779 names was removed from the files sincé the information concern-
mg them was believed to be obsélete:

The Section issues and distributes quarterly a securities violations
bulletin containing information received during the -period concerning
alleged and actual violators and showing new charges-and develop:-
ments in pending cases. The bulletin includes a “wanted” section
listing the names of persons wanted on securities violations charges
and references to bulletins oontammg descriptive information regard-
ing them. The bulletin is distributed to a limited number of officials
of cooperating law enforcement and. other agencies in the United
States and Canada. » ) .

The bulletin also includes a new section reporting on NASD disci-
plinary actions which resulted in the expulsion or suspension: of an
Association member, or in the revocation or suspension of the registra.-
tion of a representative of a member. Information in this section in-
cludes a brief description of the findings in each reported case and
identifies the dlSCIpllned member or representative. '

Extensive use is made of the information available in these records
by regulatory and law enforcement 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 fiseal year the Commission received
and disposed of 2,778 “securities violations?” letters or reports and dis-
patched 491 comrounications to cooperating agencies.

APPLICATIONS FOR NONDISCLOSURE OF CERTAIN INFORMATION

The Commission is authorized under the various Acts é&ininistere@d
by it to grant requests for nondisclosure of certain types of informa-
tion which would otherwise be disclosed to the public in applications,
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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 required if the
Commission determines that such disclosure would 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 au-
thorized to make public disclosure of such information only if in its
judgment such disclosure is in the public interest. Similar provisions
are contained in Section 22 of the Public Utility Holding Company 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 for a determination that
public disclosure is not necessary in a particular case.

The number of applications granted, denied or otherwise acted upon
during the year are set forth in the following table:

Applications for nondisclosure during 1983 fiscal year

Number Number | Number

pending | Number | Number denled ?ending

July 1, received granted or with- une 30,

1062 drawn 1963

Securities Act of 1933e . __...___....] 4 32 20 13 3
Becurities Exchange Act of 1934 __________ 18 22 19 12 7
Investment Company Act of 1940 ___ 0 25 2 0 3
)1 Y 20 79 61 26 13

o Fllod under Rule 485
b Filed under Rule 24b-2
¢ Filed under Rule 45a-1

ACTIVITIES OF THE COMMISSION 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 corporation
or other commercial entity., These statements, whether filed in com-
pliance with the requirements under those statutes or included in
other material available to stockholders or prospective investors,
are indispensable to investors as a basis for investment decisions.
The Congress, cognizant of the fact that such statements lend them-
selves readily to misleading inferences or even deception, whether
or not intended, included, in the various Acts, express provisions
with respect to disclosure requirements. Thus, for example, the
Securities Act requires the inclusion in the prospectus of balance
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sheets and profit and loss statements “in such form as the Com-
mission shall prescribe”** and authorizes the Commission to prescribe
the “items or details to be shown in the balance sheet and earnings
statement, and the methods to be followed in the preparation of
accounts . . %% Similar authority is contained in the Securities
Exchange Act,* and even more comprehensive power is embodied in
the Investment Company Act ** and the Public Utility Iolding Com-
pany Act.1®

Pursuant, to the broad rule-making power thus conferred with
respect to the preparation and presentation of financial statements, the
Commission has prescribed uniform systems of accounts for companies
subject to the Holding Company Act; ** has adopted rules under the
Securities Exchange Act governing accounting and auditing of secu-
rities-brokers and dealers; *® and has promulgated rules contained.in a
single comprehensive regulation, identified as Regulation $-X,* which
governs the form and content of financial statements filed in com-
pliance with the several Acts. This regulation is supplemented by
the Commission’s Accounting Series Releases, of which 97 have so
far been issued. These releases were inaugurated in 1937 and were
designed as a program for making public from time to time opin-
ions on accounting principles for the purpose of contributing to the
development of uniform.standards and practice in major account-
ing questions. The rules and, regulations thus, established, except
for the uniform systems of accounts which are regulatory reports,
prescribe accounting principles to be followed only in certain limited
areas. "In the large area of financial reporting not covered by such
rules, the Commission’s. principal means of providing investors pro-
tection from inadequate financial reporting; fraudulent practices and
over-reaching by mansgement is by reguiring a certificate of an inde-
penident public accountant based on an audit performed in accordance
with genera,lly accepted auditing standards which éxpresses an opin-
ion as to’ whether the financial statements are presented fairly in
conformity with accounting’ principles and practices -which are rec-
ogmzed as sound-and- whmh have attained general acceptance.

“ Sections 7and 10(a) (Schedule A; pars. 25, 26).

# Section 19(a ).

“ Bection 13(h). '

& Bectlons 30, 31,

4 Bections 14, 16,

" Upiform Bystem of Aeccounts for Mutual Service Companies and Substdiaty -Service
Compantes (effective August 1, 1936} ; Uniform Syetem of- Accounts for Public Uulity
Holding Compantes (effective January 1, 1947 ; amended effective January 1, 1943 ; revised
November 24, 1868). (Accounting Beries Release No, 84.)

4 Rule 17a-6 and Form X-17A-5 thereunder. :

w Adopted February 21, 1640 (Accounting Serles Re]ense No. 12) revized December 20,
1950 {Accounting Series Release No. 70),
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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.” %
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-
tions, that they be so certified. The value of certification by gualified
accountants has been conceded for many years, but the requirement as
to independence, long recognized and adhered to by some individual
accountants, was for the first time authoritatively and explicitly intro-
duced into law in 1933. The Commission’s rules accept an accountant
who is qualified to practice in his own state as qualified to practice
before the Commission unless he has entered into disqualifying rela-
tionships with a particular client, such as becoming a promoter, under-
writer, voting trustee, director, officer, employee, or stockholder; * 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
independence of the accountant in his'relationqhips with his client
so that he may better be able to perform the service to the pub]lc con-
templated by the Congress in the various Acts.

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 aiditing and accounting prac-
tices and standards have been followed in their preparation. ' In addi-
tion it recognizes that ehanges and new developments in financial and
economic conditions affect the operations and financial status of the
several thousand commercial and industrial companies required to file
statements with the Commission and that accounting and-auditing
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 establishing and
maintaining appropriate accounting and auditing policies, proceduzes
and practices for the protection of investors. The primary-responsi-
bility for this program rests with the Chief Accountant of the Com-
mission, who has general supervision with respect to accounting and
auditing polieies and their application.

MSechons 7 and 10 (a) (Schedule A, pars. 25, 28)

51 Securitles Exchange Act, Section 13(a)(2}; Investment Company Act, Seetlon 30(e) ;
Holding Company Act, Sectlion 14.

57 See, Tor example, Rule 2-01 of Regulation 8-X. .

B3 See, for example, Accounting Series -Helease No, 97 (1962} which !s dis(‘usled at
page 140, infre.
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Progress in these activities requires continuing contact and con-
sultation between the staff and accountants both individually and
through such representative groups'as, amnong others, the American
Accounting Association, the American Institute of Certified Public
Accountants, the American 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 dis-
closure and auditing procedures which will best serve the interests of
investors, the American Institute of Certified Public Accountants, the
Financial Analysts Federation and the Financial Executives Institute
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 Institute of Certified
Public Accountants and of a somewhat. similar commlttce of the
-American Accounting Association. .

The many daily decisions to be made 1equne the attention of some
of .the Chief Accountant’s staff: - These, include. questions raised by
each of the operating divisions of the Commission, the regional offices,
and the Commission. As a: result ef this day-to-day activity of the
Commission and:the need to keep; abreast of current accounting. prob-
lems,-the Chief Accountant’s staff continually reexamines accounting
and auditing. principles. and practices: From time to time members
of the staff are called upon to assist in, fleld investigations,.to partici-.
pate in hearings and.to.review; opinions 1nsofa1~ as they pertam to
accounting. matters. e ' L

Prefiling. .and: other confex encesy, in pergon’ or by te]ephone Wlth
officials of corporations, practicing accountants-and others are also an
important part of the work of, the staff. Resolution.of guestions and
problems in this manner saves reglstrfmts and their 1ep1esentatnes
both time and expense., | b

Mzmy specific &ccounftmcr and audltmg problems are dlsclosed in the
examination of financial statements required to be filed with the, Com-
mission. Where examination Ieveq]s that the rules and 1egulat10ns
of the Cominission have not been complied with or that applicable
generally accepted accounting prmmples have not been adhered to,
the examining division usually notlﬁes the reglstrant by an informal
letter of comment. These letters of comment and the correspondence
or conferences that follow continue to be a most convenient and satis-
factory method of effecting corrections and improvements in financial
statements, both to registrants and to the Commission’s staff. Where
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particularly difficult or novel questions arise which cannot be settled by
the accounting staff of the divisions and by the Chief Accountant, they
are referred to the Commission for consideration and decision,

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 rela,tlng to the form and content of
financial statements as set forth in Regulation 8~X. Tn an effort to
improve this situation several members of the accounting staff of the
Commission, at the invitation of the sponsor, the American Institute
of Certified Public Accountants, pa,rtlclpated in a course on fiings
with the Commission.” This course, in which the enrollment quota
wag filled each time it was presented, was given in Chicago, Los
Angeles, New York, and San Franeisto. It appears that the course
will be offered durlng the next fiscal year in c1tles located in other
sections of the United States. = - ¢

In 1961, the Commission adopted Form S—11 a new form’ desxgned
to prowde adequate disclosure of ‘certain specla,l problems found in
filings made by real estate companies.®* In June 1962, the Commission
also adopted new Rules 13a-15 and 15d-15 under the Securities Ex-
change Act and new Form 7-K to- require such companies to file
quarterly reporta showing profit'and loss, cash’ generated cash’ dlStrl-
butions to stockholders and cash balance.ss

At the time these new forms and rules were adopbed it was beheved
that information filed pursuant to these requirements would provide
adequate disclosures with respect to the financial condition and opera-
tions of real estate companies. However, late i in 1962 a number of
cases came to the attention of the Commission in which the gross profits
on certain real estate fransactions were taken into income under cir-
cumstances which indicated that they were not reahzed in the period
in whlch the transactions were recorded.

In some of the situations coming before the Commission it appeared
from the attendant circumstances that the sale of property was a mere
fiction designed to create the illusion of proﬁts or value as a basis for
the sale of securities.. Moreover, even in bona fide transactions the
degree of uncertalnty as to the ultimate reahza,tlon of profits appeared
to be so great that busmess pmdenoe, as well as generally accepted

5 Securlties Act Release No. 4422 [ Cetober 26, 1061). '
8 Securities Exchange Act Releage No. 6820 and Becurities Act Release No 4499 (June
12, 1962).
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accounting principles, precluded the recognition of gain at the time
of sale. In view of the foregoing the Commission issued Accounting
Series Release No. 95 * in which it listed circumstances which tend to
raise a. question as to the propriety of current recognition of profit and
stated that while any of the circumstances taken alone might not pre-
clude the recognition of profit in an appropriate amount the degree
of uncertainty may be accentuated by the presence of a combination of
the circumstances listed in the release, 7

The Chief Accountant’s Office cooperated with the Division of Cor-
porate Regulation in the preparation of amendments to Rules 81a~1
and 31a—2 under the Investment Company Act of 1940 and of a new
Rule 312-3, which were adopted by the Commission in- November
196257 These rules, which are discussed in more detail at page 19,
suprg, relats to records to be maintained and preserved by registered
investment companies, certain majority-owned subsidiaries thereof,
and other persons having transactlons with reglstered 1nvestment COT-
panies.

The Chief "Accountant and his staff contmued to cooperate’-with
other divisions of the Commission and the industry in the preparation
‘of a proposal to amend Regulation S—X which would add to that
regulation provisions governing the form and content of financial
statements and related schedules to be filed by life insurance companies.

The Commission’s guide to the form’ and content of financial state-
ments is found in Regulation S—X which is supplement.ed by a series
of accounting releases, - Number 4 in this series’ was published April
25, 1938, and still is the significant statement-of the Commission’s
ad_mm_lstratlve policy on financial statements,' This policy was re-em-
phasized in January 1963, when the Commission found it 'neceésaljy
to issue an accounting release * expressing some views on accounting
for the “investment credit,” a new idea in the United States tax Jaw
which stirred up considerable difference of oplmon m business and
professmna,l accounting circles:

In view of the substantial dlversﬂ:y of opinion that exists in this
matter, the Commission stated; in its release, that it will aceept with
certain limitations either the method endorsed by the Accounting
Principles Board of the American Institute of Certifiéd Public Ac-
countants * or the 48-52 percent method or, in'the case of regulated in-
dustries, the 100 percent flow-through method when authorized or
required by regulatory authorities. This release also specified that the
balance sheet credit should not be made directly to the asset account,

s December 28, 1962,

& Investment Company Aect of 1940, Release No. 3578 (November 28, 1962)._

& Accounting Series Release No. 98 (January 190, 1963).

® Opinlon of the Accounting Prinelples Board, No. 12" {December 1062), ’
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and that income tax should not be stated in excess of the amount pay-
_able for the year, and included other comments regarding adequate
disclosure, details of certain other accounts, and acceptance of appro-
priately qualified certificates in cases where an alternative accounting
treatment acceptable to the Commission is followed by the registrant.

Shortly before the close of the fiscal year the Commission issued
its Findings, Opinion and Order in Harmon B. Stone, a proceeding
under Rule 2(e) of its Rules of Practice.®* The Commission found
that Stone, a certified public accountant, had inadequately performed
his professional duties and.engaged in activities incompatible with re-
quired: professional independence; In his audits of a broker-dealer,
Stone omitied many of the Commission’s Minimum Audit Require-
ments applicable to Form X-17A-5 relating to reports of registered
broker-dealers and failed to comply with generally accepted auditing
standards in that he did not properly obtain confirmation of cus-
tomers’ agcounts and closed accounts; did not properly balance securi-
ties positions or verify securities in transfer; did not take physical
control of-all cash, securities and other transferable evidence of own-
.ership and maantam such .control until those items were inspected,
counted, and compared with the.records and-did not perform other
additional.veriﬁcation procedures. Stone’s failure to properly per-
form these procedures negated the effectiveness of his audit;. and
consequently his audit fell far short, of the objective review required
for the purpose of safeguarding funds-and securities of customers and
failed to give the public the protection.which an-audit is designed to
achieve, Stone’s certificates stating that his examinations were made
in accordance with'generally accepted auditing standards were ac-
-cordingly false and misleading. Stone’s lack of independence resuited
from the fact that he acquired a-personal financial interest in the re-
-payment .of loans made by a company in which he was a principal
stockholder, to salesmen, and - customers. of ' his client, a registered
broker-dealer. In reaching its conclusion the Commission took into
consideration the fact that Stone-had been a certified public accountant,
since 1950. Apart from these proceedings there was no evidence that
his professional conduct had ever. been questioned and he submit-
ted statements from a large number of persons who attested to his
character and competence .in other accounting work., The Commis-
sion did not believe that its findings in these proceedings raised a
basic question as to his personal integrity and noted.that Stone re-
- sponded to its staff’s examination into this matter with full coopera-
tion and candor. However, because Stone’s conduct constituted a
serious breach of the standards of his profession and of his responsi-

% Accounting Series Relea_se No. 97 (Ma-y 21, 1968},
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bilities to the Commission and to the publie, which eannot be con- -
doned, he was.denied the privilege of practicing before the Commis-
sion for a period of 60 days.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT.

Section 1. of the Bretton Woods AgreéniéhtS'Act, a5 amended,;
exempts from registration under both the Securities Act of 1933 and
the Securities Exchange Act of 1934 $ecurities issued, or guaranteed
as to-both principal and interest, by the- Internatlmnl Banlk for Re-
construction’ and Development. The Bank is required to file with the
Commission such annual and other reports with respect to snch securi-
ties as the Commission shall: datermine 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 Commis-
gion has, pursuant to the above authority, adopted rules requiring
the B‘mk 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 Comm1ssmn in advance of any distri--
bution in the United States of its prlma.ry obligations. The Com-
mission, acting in consultation with the National A.dVlsory Council on
Internatlonal Monetary and Financial Problems, is authorized 'to
suspend the exemption at any time as to any or all securities ssued’
or guaranteed by the Bank during the period of such suspension,

During the Bank’s last-fiscal yeaT, ending June 30, 1963, the Bank
made 28 loans totaling the equivalent of $448:7 mll]lon cornpared with
g total of -$882.3 million last year. The loans were ma,de in Colombia
(3 loans),  Cyprus, El Salvador, Finland; India, Israel, Mexico,
Morocco, Nicaragua, Nigeria, Pakistan (3 loans), Panama, Peru,
Philippines (2 loans), -Singapore, Swaziland, Thailand (4 loans),
Urnguay and Yugoslavia (2 loans). This brought the gross total
of loan commitments at June 30, to $7,121.5 million. By June 30, as a
result of cancellations, repayments, sales ‘of loans and exchange ad-
justments, the portions of loans sighed and still retained by the Bank
had been reduced to $4,712.3 million.

During the year the Bank sold or agreed to sell $273.3 million
principal amount of loans. -On June 30, the total sales of loans
amounted to $1,605.3 million, of whlch all except $69 million was
without the Bank’s guarantee, * -

The outstanding funded debt of the Bank amounted to $2,519.2
million on June 30, 1963, reflecting a net decrease of $1.6 million in
the past year. During the year there was a gross increase in borrow-
ings of $124 million. This consisted of a Netherlands guilder public
bond issue in the amount of £.40 million (US$11 million equivalent) ;
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a public offering of $5 million of U.S. dollar bonds in Austria, and
a placement of $5 million of U.S. dollar notes with the central bank
of Austria; the private placement of an issue of $100 million of U.S.
dollar bonds, and the delivery of $3 million of bonds which had been
subject to delayed ‘delivery arrangements. The funded -debt was
decreased by $125.6 million ag a result of the maturing of the equiva-
lent of $107.8 million of bonds, and of sinking fund and purchase fund
transactions amounting to $17.8 million.

During the fiscal year, Ivory Coast, Jamaiea, Kuwalt nger Sene-
gal, Sierra Leone, Somalia, Tanga,nylka Togo and Upper Volta
became members of the Bank with subscriptions aggregating $245
million. On June 80, 1963, the Bank had 85 members with capital
subscrlptlons totaling $20 729.8. mllhon

INTEB AMEBICAN DEVELOPMENT BANK'

The Inter-Amerlcan Development Bank . Aect, ‘which authorizes the
United States to participate in the new: Inter-Amemcan Development
Bank, provides an exemption for certain securities which may be:
issued by the Bank similar to that provided for securities of the
International 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
International 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.

_ During the year ended June 30, 1963, the Bank made 22 loans total-

ing the equivalent of $146,109,191 from its ordinary capital resources,
bringing .the gross total of loan commitments outstanding at June’
30, to 69 loans aggregating $204,966,049, During the year, the Bank
sold or agreed to sell $4,749,772 in- pa,rtlmpat]ons in the aforesaid
loans, all of such participations being without the guarantee. of the
Bank, The loans from the Bank’s ordinary capital resources were
made in Argentina, Brazil, Chile, Colombia, Costa Rma, Mexico,
Paraguay, Peru, Uruguay, and Venezuela. '

During the year the Bank also made 13 loans from its. Fund for
Special ‘Operations totaling the equivalent of $49,588,927, bringing
the gross total of loan commitments outstanding at June 30, to 33 loans
aggregating $116,808,031. The Bank made 28 loans during the year
“from the Social Progress Trust Fund, which it administers under an
Agreement with the United States, aggregating $124,125,000, bringing
the gross total of loan comm1tments outstandmg at June 30, to 64
loans aggregating $347,912,000, -
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During the year the Bank made its first sale of its primary obliga-
tions in the United- States w1th a pubhc issue of dollar bonds in the
amount of $75 million.

The outstanding funded debt of the Bank.on June 30, 1963, was the
equivalent of $99,103, 348, composed of $75 million resultmg from
the sale of dollar bonds and Italian lire equivalent to $24,193,548
resulting from the sale of bonds in Italy in April 1962. |~

The subscribed capital of- the Bank on June 80, 1963, was the equiv-
alent of $813,160,000, of . which $431 580 ,000 represented callable
capltal N

STATISTICS AND SPECIAL STUDIES

During the pa.st fiseal year the Branch of Economic Research ¢on-
tinued its regular work in connection with the sta.tlstlcal activities of
the Commission and the overall Govern:ment statistical program under
the direction of the Office of Statistical Standards, Bureau of the
Budget. In addition, the Branch of Exchangé Regulatmn contlnued
its compilation of data on the stock market. :

The' statistical series described below are published in-the Com-
mission’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 Securities Act of 1933

“‘Monthly. statistics are ‘compiled on the number and volume of
registered securities, classified by industry of issuer, type of security,
and use of proceeds. Summary statistics for the years 1985-63 are
given in ‘Appendix Table 1 and detailed’ statlstxcs for the fiseal year
1963 appear in Appendix Table 2.

New Secunuas Oﬂ'ermgs "

Th]S is a monthly zmd quarterly series covermg ‘all new corporate
and noncorpofate issues-offered for cash sale in thie United States.
The séries includes not only issues publicly offered but also issues’
privately placed, as well as other issues exempt from registration
under the Securities Act such as intrastate offerings and railroad
securities. The offerings series includes only securities actually of-
fered for cash sale, and only issues offered for account of issuers.
Annual statistics on new offerings for recent years as well as monthly
figures from January 1962, through' June 1963, are given in Appendix
Tables 3; 4, and 5. -

Est1mates of the net cash flow through se.cumtles transactions are
prepared quarterly and are derived by deducting from the amount of
estimated gross proceeds received by corporations through the sale
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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 outsta,ndmg are presented for all cor-:
porations and for the principal industry groups...

Individaals’ Saving

The Commission compiles quarterly estimates of tHe'volume' and
composition of 1nd1v1duals saving in the United States. The seriés
represents net increases n 1nd1v1duals finanecial assets less net in-
creases in debt, The study shows the aggregate amount of s'wmg
and the form in which the saving occurred, such as investment in
securities, expansion of bank deposits, inereases in insurance and
pension reserves, etc. A reconciliation of the Commission’s estimates
with the person&l saving- estunate,s of the Depmtment of leommerce,
derived in. connectlon with its national mcome series,. is pubhshed
annually by the Department of Commerce as wel] asin the Securltles
and Exchange Commlssmn Statistical Bulletin, '

Corporate Pension Funds

An annual 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 whieh the funds. are invested:and.
the principal items of income and expenditures.

Financial Position of Corporations

The series on the working cap1tal posmon of all United States cor-
porations, excluding: banks, insurance companies and savings and.
loan associations, shows the principal components of current assets
and liabilities, and alse contains an abbrevmted analysis of the sources
and uses of corporate funds. '

The Commission, jointly with the Federal Trade Comxmssmn,
compiles a quarterly financial report of all United States manu-
facturing concerns. This report gives complete balance sheet data
and an abbreviated income account, data bemg clagsified by 1ndustry
and size of company.

Plant and Egquipment Expenditures .

The Commission, together with the Depa.rtment of. Commerce, con-
ducts quarterly and annual surveys of actual and anticipated plant
and équipment expenditures of all United States business, exclusive
of agriculture. After the close of each quarter, data are released on
actual capital expenditures of that quarter and anticipated expendi-
tures for the next two quarters.” In addition, a survey is made at the
beginning of each year of the plans for business expansion during
that year. - -
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Directory of Registered Companies

The Commission annually publishes a listing of companies re-
quired to file annual reports under the Securities Exchange Act of
1984. In addition to an alphabetical listing, there is a listing of
companies by industry group classified according to The Standard
Industrial Classification Manual.
Stock Market Data

The Branch of Exchange Regulation regularly compiles statistics
on the market value and velume 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 sec-
ondary distributions. It also computes indexes of stock market
prices each week based upon the closing market prices of common
stocks listed en the New York Stock Exchange. This stock price
index and data on round-lot and odd-lot trading on the two New York
exchanges are released weekly. The other statistical data mentioned
above, as well as these weekly series, are published regularly in the
Commission’s Statistical Bulletin,

OPINIONS OF THE COMMISSION

Administrative proceedings under the statutes administered by the
Commission and under its Rules of Practice generally culminate in
the issuance of an opinion by the Commission, which includes find-
ings of fact and conclusions of law. The extent to which the factual
and legal issues are discussed in these opinions depends largely on
their importance and novelty.

In the preparation of opinions, the Commission, or the individual
Commissioner to whom a case may be assigned for the preparation
of an opinion, is generally assisted by the Office of Opinion Writing.
This Office is directly responsible to the Commission and is completely
independent of the operating divisions, consistent with the principle
of separation of functions embodied in the Administrative Procedure
Act. Where the parties to a proceeding waive their right to such
separation, the operating division of the Commission which par-
ticipated in the proceeding may assist in the drafting of the Com-
mission’s decision.

The Commission’s opinions are publicly released and are distributed
to the press and to persons on the Commission’s mailing list. In
addition, they are printed and published periodically by the Gov-
ernment Printing Office in bound volumes entitled “Securities and
Exchange Commission Decisions and Reports.”

T17-943—64——11
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DISSEMINATION OF INFORMATION

-+ The dissemination of information included in the various corporite
reports and financing proposals filed in compliance with the securities
laws :is an.important fuhction of the Commission. The informa-
tion in:such reports and proposals, which are public documents avail-
able for inspection by investors and. other interested persoms, is not
only reprinted and circulated through the medium of published
securities manuals but is frequently and widely reported in business
m1d financial sectiois of riewspapers and national magazines,

In order to keep the public better informed of the pertinent mfor-
mation included in the corporate financing and other proposals ﬁled
with the Commission as well as actions taken by it under the securltles
laws, the Commission issues a daily News Digest containing a résumé
of ea.ch filing, as well as a summary of each order, decision or other
action of the Commission. The Digest is not -only made available
to the press, but is also distributed on a subscription basis by the Gov-

_ernment Printing Office to some 2,769 investors, securities firms and
other interested persons. During the year, the Dlgest included a résu-
mse of each of the 985 registration statements filed with the Commission
(not including investment company filings which added additional
securities by way of amendments to previous statements) ; and it also
included summaries of the 1,293 orders, decisions, rules and other
actions of the Commission. The Comnussmn also makes a, more lim-,
ited distribution of the full text of its decisions and other pronounce-
ments to registrants, practicing lawyers and others,

Members of the Commission and its staff frequently deliver ad-
dresses before professional, business and other groups, and participate

in “briefing” and other conferences in order to explain 1mportant rules
and policies and otherwise contribute to a better understanding of the
role of the Commission by individuals and firms subject to its jurisdie-
tion as well asby the i investing public.

Information Available for Public Inspection .

The many thousands of registration statements, applications, dec-
larations, and annual and other periodic reports ﬁled each yéar.are
available for public inspection at the Commission’s principal office in
Washington, D.C. In addition, copies of recent reports filed by com-
panies having securities listed on exchanges other than the New York
Stock Exchange and the American Stock Exchange, and- copies of cur-
rent reports of many nonlisted companies which have registered securi-
ties 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, Amer-
ican Stock Exchanges may be examined in the Commlssmn s, Chlcagd
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regional office. Moreover, there are available for examination in all
regional offices copies of prospectuses relating to recent public offerings
of securities registered under the Securities Act; and all regional offices
have copies of broker-dealer annual financial reports and Regulation
A letters of notification filed in their respective regions. Reports of
companies whose securities are listed on the various exchanges may be
seen at the respective exchange offices. '

In order to facilitate o wider dissemination of financial and other
information contained in corporate reports filed with the Commission
under the Federal securities laws (an objective strongly urged by the
Special Study Report), the Commission has arranged to take standing
orders, on an experimental basis, for photocopies of Form 10-K annual
reports filed. This service may be extended later to other reports,
dependmg upon public reception and the expemence gained in supply--
ing copies of annual reports.

Under a new contract with Cooper-Trent, Inc., for reproducing mate-
rial in the Commission’s files in response to requests of members of
the public, photocopies may now be obtained at a reduced cost of 1114
cents for pages not exceeding 814" x 14" in size (plus postage). A
detailed Table of Charges may be obtained from the Section of Publie
Reference. The charge for each certification of any such document by -
the Commission is $2. .

So that corporate reports may be more readily available for examina-
tion by interested members of the public, the Commission also has made
arrangements for the Form 16-K annual reports to be placed on open
shelves in the public area of its public reference room-in Washington,
D.C,, thus making these reports.available for immediate inspection.
Moreover, a coin-operated photocopier has been installed which will
enable vistors to make immediate reproductions of these and other
reports at a cost of 25 cents per page. Reproductions prepared by
this method can nof be certified by the Commission,

Each year many thousands of requests for photocopies of and in-
formation from the public files of the Cemmission are received by the
public reference room in Washington, D.C. During the year 5,009 .
persons examined material on file in the \Vashlngton, D.C. office, and
several thousand others examined files in the New York and Chicago
regional offices. About 249,424 photocopy pages were sold pursuant
to 4,120 individual orders.

PUBLICAT]ONS

In addition to the daily News Digest, and releases concernmg Com-.
mlssmn action under the Acts administered by 1t and concemmg liti-,
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gation involving securities violations, the Commission issues a number
of other publications, ineluding the following:

Weekly : Index of Weekly Closing Prices.
Monthly:
Statistical Bulletin.®
Official Summary of Securities Transactions and Holdings of Officers, Di-
rectors and Principal Stockholders.®
Quarterly :
¥inancial Report, U.8. Manufacturing Corporations ® (jointly with the Fed-
eral Trade Commission).
Plant and Equipment Expendltures of U.8. Corporations (jointly with the
Department of Commeree).
New Securities Offerings.
Volume and Compesition of Individuals’ 8aving,
Working Capital of U.8. Corporations.
Annually:
Annual Report of the Commission.®
Securities Traded on Exchanges under the Securities Exchange Act of 1934,
List of Companies Registered under the Investment Company Act of 1940.
Classification, Assets and Location of Registered Investment Companies un-
der the 1940 Act.
Corporate Pension Funds.
Directory of Companies Filing Annual Reports.®
Other Publications:
Decisions and Reports of the Commission.®
Securities and Exchange Commission—Its Functions and Activities.
A Study of Mutual Punds (by The Wharton School).? :
Report of Special Study of Securities Markets.®

ORGANIZATION

The Commission’s staff consists of attorneys, security analysts, ac-
countants, engineers, investigators and administrative and clerical per-
sonnel.

The following organizational changes have been made since June 30,
1962, in accordance with the Commission’s pelicy of continuing review
of its organization and functional alignments:

As noted in last year’s report,i a Branch of Investment Company
Inspections was established in the Division of Corporate Regula-
tion in July 1962, to plan and supervise the Commission’s investment
company inspection program. In December 1962, thizs Branch was
assigned the responsibility for investigations and enforcement actions
with respect to investment companies, and is now called the Branch of
Investment Company Inspections and Investigations. In the same
month, the Assistant Director of the Division of Corporate Regulation
with responsibility for the Commission's functions under the Public

o Must be ordered from the Superintendent of Documents, Government Printing Ofice,
Washington, D.C., 20402,
¢ 28th Annusal Report, p. 164,
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Utility Holding Company Act of 1935, was also given responsibility for
its functions under Chapter X of the Bankruptey Act; and a staff unit-
was established to assist the Commission in policy plannmg under the
Investment Company Act of 1940.

There was a realignment of functions in the New York Regional
‘Office in August 1962, involving principally the consolidation of en-
forcement activities under an Assistant Regional Administrator and
the appointment of another Assistant Regional Administrator with
responsibility for the Commission’s functions under Chapter X of the
Bankruptcy Act and for the investment company and investment ad-
viser inspection programs.

Subsequent to the end of the fiscal year, certain organizational
changes were effected pursuant to recommendations .of the Special
Study of Securities Markets. A new Office of Program Planning was
organized, whose functions have been described on an earlier page.*
In addition, the Division of Trading and Exchanges was renamed the
Division of Trading and Markets, and its functions were realigned.
As reconstituted, the Division consisis of six units—The Offices of
Chief Counsel, Criminal Reference, Enforcement, Regulation, Special
Proceedings, and Statistical Studies.

PERSONNEL AND FINANCIAL MANAGEMENT

The recruitment program of the Commission is designed to attract
outstanding college and law school graduates for starting professional
level positions such as financial analyst, attorney and investigator.
The passage of the Federal Salary Reform Act of 1962, helped to
alleviate the disparity between the Government and private industry
as to starting salaries, and the Commission was successful in appoint-
ing to its staff a number of well-qualified applicants.

The average grade level of positions in the Commission as of June
30, 1963, was G8-9.63, compared with GS-8.76 for 1962. This was
a relatively small increase, considering the fact that more than 65 per-
cent, of the positions are in the professional category and ever-increas-
ing duties and responsibilities are being assigned to the incumbents,

To better acquaint supervisory personnel and other employees with
the provisions of the Federal Salary Reform Act of 1962, the Com-
mission’s Director of Personnel conducted a series of 10 meetings with
employees of the Headquarters Office. Written guidelines for de-
termining the new standard of “acceptable level of competence” for
periodic step increases, and for granting within-grade step increases
for quality performance were a,pproved by the Commission and pub-
lished on May 24, 1963, o

@ fpp pages 126127, suprea.
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The Commission’ continued to supplement its on-the-job training
of newly 1ppomted professional emplojees with more formalized
training sessions conducted after office hours. This permitted utiliza-
tion of senior officials as lecturers or instructors ; solved classroom space
problems; and enabled work production to continue without inter-
ruption. Several of the regional offices conducted instructional -
sessions for newly emploved attorneys and investigators and -the
Division of Corporate Regulation sponsored one-week sessions on the
Investment Company Act of 1940 in the New York, Chlcan'o and Sa,n
Francisco Regional Offices.

New or revised personnel policy statements were issued dealing with
such subjects as appeals from adverse actions, employes management
cooperation, equal employment opportunity and position classifica-
tion. The Office of Personnel also published and distributed to the
stafl an employee handbook containing information on the personnel -
policies of the Commission, including its Regulation Governing the
Conduct of Members and Employees and Former Members and
Employees. :

At the Commission’s. Seventh Annunal Service and Meut Awards
Ceremony, held in October 1962, the Commission recognized the long
service of its career employees by presenting pins to 22 employees
with 25 years of Commission service. An additional 62 employees
received 20- 15- and 10-year service pins. Length-of-service pins were
also awarded to employees for combined Federal service. .One em-
ployes received a pin for 35 years, 3 employees for 30 years, 11 em-
" ployees for 25 years, 41 employees for 20 years, 25 employees for.15
years and 3¢ employees for 10 years. Cash awards totaling $8,955
and certificates of merit were presented to 83 employees, Twenty-four
employees were granted additional within-grade increases in recogni-
tion of high quality performance

The Commission is singularly proud of the special recognition whleh
has been accorded certain members of the staff. Mention has already
been made of the commendation of Ralph II. Tracy and Allen S.
Kilmer, of the Division of Corporation Finance, by the United States
District Court. for the Southern District of New York, for their par-
ticipation in the United Dye and Chemical Corporation case.”®* In
May 1963, Andrew Barr, Chief Accountant of the Commission, was
elected to the Accounting ITall of Fame, sponsored by Ohio State Uni-
versity. Elections to the Hall of Fame (there have been 27 since its
inception in 1950) are by a Board of Nominations that includes 15
public accountants, 15 educators, and 15 industrial and governmental ‘

| ® See pages 124125, supra.
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accountants. Bases for election include recognition as an aunthority
in a particular field of practice, advancement of accounting edncation,
public service, contributions to accounting literature; and service to
professional organizations. The. Accounting Hall of Fame was
established “for the purpose of honoring accountants of North America
who have made or are making significant contributions to the advance-
ment, of accounting since the beginning of the twentieth century.” In
April 1963, the Washington Chapter of the Federal Government Ac-
countants Association selected Sydney C. Orbach, Chief Accountant
of the Division of Corporation Finance, as the recipient of an Out-
standing Achievement Award for 1963.

The following comparative table shows the personnel strength of

* the Commission as of June 30, 1962 and 1963 :

June 30, 1963 | June 30, 1962

Commissloners...._...-..._...--..,. __________________________ e : 5 [
Staff:

Headquarters 0ffee . caa ;oo e e e e 861 882

Regional offtees_.________.___ e o e mem - 522 . 469

Total Safl. . oeeemmneres S el " 1883 1,88

Grand total__

1,338 \ 1,336

The table.on page 153 shows the status of the 00m1n1351011 s budget

eStlmates for the fiscal years 1959 to 1964, from the initial submis-
sion to theé Bureau of the Budget to final enactment of the’ a.nnual
appropriation.
. The Commission is required by law’ to collect. fees for reglstra,tlon
of securities issued, quahﬁcatwn of trust 1ndentures, registration of
exchanges, and sa.le of copies. of documents filed with the Commis-
gion,

The following table shows the -Commission’s appropriation; total
fees collected, percentage of fees collected to total appropriation,
and the net cost to the taxpa.yers of Commlssmn operations for the
fiscal years 1961, 1962 and 1963

J 3 T
Percentage of
fees collected Net:cost of

Year Appropristion ; Fees collected to total Commission
A - . ) ' appropriation | .operatfons
percent)
. 9,517,800 $2.927 407, B 1 | . §6, 590,093
11, 412, 500 3,422,403 30 7, 990, 097
-13, 261, 700 2, 533, 086 7 g 10,727, 714

& Principal rates are {1)w 1/100 of 1 percent of the maximum aggre};ate price of securi-
tles proposed to he offered but not lese than $25; (2) 1/500 of 1 percent of "the aggregate
dollnr amount of stock transactions, Fees for other services'sre ouly nomigal,
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Action taken on budget estimaies and appropriation from fiscal 1859 through fiscal 1964

Fiscal 1959 Fiseal 1060 Flscal 1961 Fiscal 1962 Fiscal 1963 Fiscal 1064
ACTION .
Posi- Money Posi- Money Posi- Money Posi. Moaney Posi- Money Posi- Money
tions tions tions tions tions tions
Estlmate submitted to the Bureau of ithe
................................... 1,005 | $7,500,000 | 1,086 | 2$8,437,000 [ 1,190 | $9,760,000 | 1,200 | $11,450,000 | 1,671 | +$14,516,500 | 1,577 | $14,800,000
Actf.on by’ the Buresu of the Budget. _______ 56| —40D, , 000 —18 -162 000 —98 | —860,000 —36 —435, 000 —81 —716, 500 —42 —400, 000
949 | 7,100,000 | 1,018 8,275,000 | 1,092 4 B,000,000 [ 1,254 | 11,015,000 i, 580 13,800,000 | 1,535 [ 14,400,000
—d4B | —300,000 | —5h | —475,000 [ —46 | —375,000 (... . —15,000 —47 —500, 0 —~87 | —825,000
Bubto 801 | 6,800,000 063 7,800,000 | 1,046 | 8,525,000 | 1,254 | 11,000,000 | 1,533 13,300,000 | 1,488 | 13,775,000
Action by r.he Senate +48 | 4-300,000 +55 475,000 | 101 | 8776, 000 465 | 44-450,000 | ool +325,
Bubtotal . 948 | 7,100,000 | 1,018 8,275,000 ( 1,147 [ 9,300,000 | 1,319 | 11,450,000 1,533 13,300,000 | 1,468 | 14,100,000
Actlon by Conferees. ..o |l —18 —175, 100 —57 | —387,5600 |..._..__ —37, 5 —52 —=500,000 |..___... -—162, 500
Annual Apprepriatlon. . _______________ B840 | 7,100,000 | 1,000 8,100,000 | 1,000 | 8,612,500 | 1,819 | 11,412,500 | 1,481 12,800,000 | 1,468 } 13,937,500
Sopplemental appropristion for statutory
pay lncreases 805,000 [ o] e e — BOS, 000 |- e 461, 700
Total appropriation, . ... p40 | 7,705,000 [ 1,000 [ 8,100,000 1,000 0,517,600 | 1,319 | 11,412,500 | 1,481 | 13,261,700 | 1,408 | 13,937,600

¢ Excludes a supplemental request for $200,000.

% Inclades a supplemental request for $400,000,
4 Includes s supplementsal request for $160,000.

4 Tneludes a supplemental request for $450,000 for the Special Study of the Securities Markets.
* Includes a supplementsl request for §1,366,000,

JHOdTY TVANNY HININ-LLNTM.L

831






PART XII
APPENDIX
STATISTICAL TABLES






Tapre 1.—A 29-year record of registrations fully effective under the Becurities
Act of 1938

1935-1563
[Amounts in millions of dollars}

For cash’sale for account of issuars

Number
Flgcal year ended June 80 of All regis-
gtate- trations Bondg, Preforred | Common.
ments 1 Total |debentures, stock gtock
and notes
1085 o ciiaaneen $013 3686 $490 B $168
689 4, 3, 936 3,153 252 531
- 840 4,851 3, 636 2,420 406 802
- 412 2,101 1,349 666 200 474
- 344 2, 679 2,020 1,683 108 318
- 306 1,787 1,433 1,112 110 210
- 313 2,811 2,081 1,721 164 186
- 193 2,003 1,465 1,041 162 263
| 123 459 486 316 32 137
- 221 1, 760 1, 347 732 43 272
- 340 3,225 2,715 1,851 407 456
- 861 7,073 5, 424 3,102 091 1,331
. 493 6,732 4, B74 2,937 87 1,150
- 435 6, 405 5,032 2,817 837 1,678
R 429 5,333 4, 204 2,706 326 1,083
. 487 5,307 4, 381 2,127 468 1,786
- 487 6, 450 5,169 2,838 427 1, 904
R 645 9, 500 7,629 3, 346 851 3, 332
. 593 7,507 6,326 3,083 424 2, 808
- 31 9,174 7. 381 4, 240 331 2,610
. 79 10, 960 8,277 3,851 462 3,864
. 406 13, 096 B, 208 4,123 539 4, 544
- a76 14,624 12,019 5, 658 472 5,858
- 813 16, 490 13, 281 6, 857 427 5,998
- 1,070 15,657 12,085 &, 265 443 &, 387
- 1,426 14, 367 11,738 4,224 253 7,280
R 1, 550 19,070 16, 260 8,152 248 9, 85D
. 1,844 19, 547 16, 2868 4, 512 253 11. 521
___________________________ 1,167 14,790 31,868 4,372 70 7,227

1 Statements reélsterlng American Depositary Receipiz agninst outstanding foreign securities ag provided

by Form 8-12 are Included.

1 For 10 months ended June 30, 1835.
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TanLe 2.—Registrations: fully effective under the Securities Act of 1933, fiscal
year ended June 30, 1963 '

Panr 1.—DISTRIBUTION BY MONTHS
tAmounts in thousands of dollars?]

All registrations Propased for sale for account of issuers 4
Total ¥ Corporate ¢
Yesr and month Number | Number
of state- of Amoont
ments issues 2 ' - | Number Number
of Amount of Amount
fssues? issnes 1
101 B 4 $977, 628 43 $816, 695 47 $272,014
87 115 1,227,578 85 929,030 53 453, 315
G5 130 792, 430 102 658, 307 60 306,043
101 124 1,111,257 o9 I 961, 107 63 645, 150
82 10 1,200, 766 19 815, 366 41 263, 765
86 T 105 813, 770 87 528,043 53 267,170
83 ] 1,049, 420 85 740, 925 47 350,370
71 88 1,114, 840 65 979, 302 37 208, 655
80 92 1, 701,646 4 1,484,138 il - 836, 603
141 163 1,898, 778 134 1,657,256 41 461, 86
126 138 1, 146, 959 g 1,472,972 46 G628, 975"
.- 93 108 254,524 85 725, 522 43 427,787
Total, flscal year | -
1963 . ... £, 167 1,383 | 14,789, 595 (1,007 | 11,868, 662 567 | 85,085, 836

Parr 2—PURPOSE OF REGISTRATION AND-TYPE OF $ECURITY

[Amounts in thousands of dellers1]

Typo of security
Purpose of registratlon Allt
po . ypes Rondg, de- | Preferred | Common
bentures, stock stock §
and notes 7
All registrations (estimated value) ....ocoveecmae-s $14,789,505 | $4,560,004 | $432,803 | 9,787,729
For account of issuer for cash aale...._.. _ ______ 11, 868, 662 4,371,619 270,354 7, 226, 630
For immediate offering 4. o oooooo o 5,362, 204 4, 275, 749 222,430 854,115
Corporate f. .. e aoaiaoee — 5,085, 836 4,019,712 212,000 851,115
. Offered to:

Geners]l puble. e ecceccnncnnn 4,694, 361 3,091,314 196, 907 507,140

Security holders 378, 757 27,273 16, 102 ,
Other special ErOUPS- - venomu.n 17,718 1,125 0 16, 503
Forelgn gOvernments .o cuceocacceccaaae 266, 458 266, 037 10,421 0
For extended cash sale and other fssues®...| 6,516,367 05, 870 47,921 | 6,372,574
¥ar account of iasuer for pther than cash sale... 1, ¥82, 280 181, 858 45, 851 1, 504, 561
For aceount of other than (55UeT e eeaneennnss 1, 138, 653 15, 587 46, 588 1,056,479
For cash sale P65, 478 8,473 ‘2,843 953, 157
Other. .....n. Aresmmsssmasssmmmsemeactosanes 173,178 7,108 62,745 103, 322

« 8es footnotes at end of part 4 of table.



. TABLE 2.—Registrations fully cffective under the Securitics Act of 1933, fiscal year ended June 30, 1963—Continued

ParT3.—PURPOSE OF REGISTRATION AND INDUSTRY OF REGISTRANT
[Ammcunts in thousands of dollars U]

. Type of jssuer
Purpose of registration ‘ . )
. All regls- | Manafae- Eleetrle, | Cemmuns | Finaneipl | Commer. | -Forelgn [Invesiment| Other
tratlong turing Extraciive | zas and lcation and real | cial and govern- | companies types
' water ¢atats other ? ments
Number of statomentg___ ‘ 1,157 21 9 103 23 165 131 13 201 236
Number of lsgues 2. _______ .. ... mmamam——e 1,383 295 54 125 28 191 159 15 224 292
Al reglstrations (estimated value) . ... ...|814,780, 595 | 52,078,818 | 8230, 460 | $2,456,972 | $1, 300,022 | 51,407,872 | 338,871 $267,200 | $4,719,841 | $1,786,526
For neeount of sguer, . _______ mmmm——— - oo-.| 13,650,042 1,430,377 178,357 2,454,370 1,_138, 210 1, 364, 421 301, 543 267, 291 4,719,841 1,796, 526
Forcashisalo_ .. oeeernimieennan...| 11,868,862 844, 392 141,201° 2.2G5,438 | 1,134,857 540, 675 150, 034 266,458 | 4, 719,841 1, 796, 526
For lmmedlate offering. .- ... 5,352,204 844, 302 141, 201 ; .2, 2G5, G38 1,134,897 540, 675 159,034 206,458 |-l
Corporate L ___._____ ammmmane aeuena)  $,085 836 844,392 141,201 2, 265, 038 3,134,897 540, 675 159,034 oo e RS
“Foreign governments . ________ P DR IR SURUR ISR I A 206,458 | oo
For extended sale ?_....._.. wemeeee] 60508,367 | 4.719.841 | 1,796,5%
. In Vestment companies 0. ... S LA ) O PR [P RN U PO R, [ 719,848 | _ ...,
Employee saving plan certificates. 667,338 | e e | e e | e 667, 345
Becuritles for employee stock B
option plans. _____. - 900,128 | em i e e e e | em e e [ mm e e e e e e 600, 129
Other e b E3t R T TR AU DRSSP oRY (RSSO HOEGOE I SN I 139, 062
For olher than eash sale______....__...._| 1,782,280 585, 984 317,156 188, 738 3,314 823,745 142, 569 BID |
Exchange trangaetions ¥______________ 1, 244,288 240, 389 19,729 151, 393 3,314 768, 560
Reserved for conversion. ., .ooooon.... 452, 847 315, 182 7,992 37,345 0 62, 106 1.
Othero ., o nessaamanaman= ———a 86, 145 30, 413 o, 430 0 5,073
For nccount of other than lssuer_ ... =) 1,138,653 GiR. 442 52,112 2, 597 221,823 133, 552
For cash $818. 4 uame oo cucsimm e ccaieaa D65, 478 535, 846 51,388 875 221, 42 B9, 980 [T -2 N I
Other____.._ - 173, 176 112, 596 728 1,722 18 43, 572 14,376 | e e e o

Bee footnotes at end of part 4 of table, »

. LHOdHEY TVANNY HLNIN-ZINIML



TanLe 2—Reyistrations fully effective under the Securities Act of 1938, fiscal year ended June 30, 1363—Continued
Part 4.—USE QOF PROCEEDS AND INDUSTRY OF REGISTRANT

[Amounts in thousands of dollars 1]

Industry of issuer
TUss of proceeds
All Manufae- Extractive | Electrle, gas | Communl- |Finanelnl and| Commercial
corporate turing and water cation real estate | and other ¥
Corporate 1ssues for immediate exsh offering for necount of issuers (esti-

mated gross proceeds) .o 1 $5,085, 836 3844, 392 §i41, 201 §2, 265, 638 $1, 134, 807 $540, 675 $159, 034
Cost of flotation._.__... g P 115, 444 27,282 3,148 31,852 12,804 26,978 12,780
Commissions and discounts. .. 81,362 14, 150 2,507 21,346 9,076 20, 08 8,375
B4 T PN 34,082 B, 132 1,441 10, 506 3,528 G, 070y 4, 406
Ezpected net praceeds. . oo 4, 970, 392 87,111 137, 252 2,233, 786 1, 122, 262 513, 897 146, 253
New IOIeY PUIDOSeS oo oo oo cm e cmcca e e m 3, 608, 250 675, 467 114, 892 1,601, 549 765, 441 323, 756 127, 14
Plant and equipment__. . 2,851,132 439,016 51,043 1, 537, 269 764, 458 7,745 51, 602
Workdng eapital e 757,118 236, 451 63, 849 64, 281 984 316,012 75, 542
Retirement of seourities. . ..o 864, 420 18. 938 1,125 582,010 235, 541 4,868 1,987
Purchase of seeurities. . oo e e 122, 412 18, 503 388 238 G 08, 459 4,825
L1 SR 315, 310 104, 202 20,843 49, 98¢ 101,310 86, 614 12,318

t Trollar atnounts are reunded and will not necessarily add to totals shown.

2 Warrants are excluded fro:n the count of the nuinber of issues although {ncluded
in dollar amount.

2 Ineludes issues to be offered for sale eontinuously over an extended period of time,
such ta_s investment conipany issues and sccuritics reserved for cxercise of warrants
ot options.

« Includes issues propesed for sale immediately following effeciive registration.

5 The 1,157 fully effective registrations shown in this table differ from the 1,120 net
?ﬂilectives shown iz text table “Number and disposition of registraiions filed' as

OLiQwWS:
Included in fully effective but excluded from noi effectives:
37 registratisns whit h become effective in fiseal 1963 bat were later withdrawn,

8 This total differs rem the sum of the monthly figures for offerings shown in Table
3, Part 1, under the hending “ Registered vnder 1933 Act” chiefly because of differ-
enees in timing between effective registration dales and offering dates,

T Includes face amount certificates,

8 Includles certlficatos of participation and warrants.

; 'Ilngiudcs {tade, construction, transportatien other than railreads, and service
nduys 5,

10 Tnoludes registrations of new investment companles organized for the puspose of
exchanging investznent company shares for individuals’ porifolie holdings.

1 Includes sccuritics for exercise of warrants, options and cther contingent offet-
ings. They cover, generally, parts of issues being registered, the other parts being
included elsewthere in table although some of the {ssues included represent extended
O{Terings to employees which do not fit into the pattarn of the two types of employee

ans.,

B 11 Includes voting trust certificates and certifieates of diposit registered for issnance
In exchange for original securlties deposiied.

NOISSIFONOD IDNVHOXT ANV STLIIYNOES
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TABLE 3.—New Securities offered for cash sale in the United Siates®
PART L—TYPE OF QFFERING
[Estimated gross proceeds in thousands of dollars 8]

CORFORATE

Classified by type of offering

All
offurings Pubii¢ offerings *
Oulendar year or month (corporate NON-
an«d non- Total CORPORATE
corporate) corporate WNot reglstered under 1933 act
Private
Total Registered placements &
phblie tinder Izsues Other
ollerings 1933 act Total Railroad exempt exempt
{ssues because offerings ¥
of sized
1088 . o oo 3, 443,069 11, 558, 343 8, 068, 461 7, 579, 337 488, 123 237,852 112,226 139,043 3, 459,883 22,884, 128
1 I — o —————— 31,074, 208 1, 748, 069 5,003, 154 5, 426, 192 506, 962 151,416 161, 180 254, 368 3, 7564, 015 21, 326, 139
1960, L 27, 540, 660 10, 153, #80 6. 657, 002 6, 047, 677 609, 414 183, 744 106, 357 219,314 3, 406, B88 13, 388, 580
I08) e 34, 493, 095 13, 147, 278 8, 148, 655 7,487, 521 661, 135 128, 363 237, 236 295, 535 4,998, 524 22, 34G, 116
1902 , 975, 098 10, 760, 509 6,127,020 5,014, 543 512, 486 216, 044 126, 365 169,577 4, §42, 680 19, 205, 490
1968
January____ .. 3, 506,137 647, 265 412,168 374,103 38, 065 8,822 15,185 14,048 235,096 2,859, 872
Fehrary oo reeae 2,537,430 883, 533 630, 966 557, 187 82,779 17, 3% 15,843 49, 641 243, 68T 1,853, 817
March_ . 1,877,386 848, 506 592,019 545,920 48, 099 18, 501 16, 281 10,317 234, RRT 1,030, 479
Aprl - 4,{74, 507 1, 216, 932 470, 887 951, 626 28, 260 7,245 17, 672 , 440 237, 006 2, 857, 525
May . 2, 149, 391 B01, 097 477, 285 345, 253 32, 032 11, 665 11, 530 8,937 423,812 1,348, 2
Junme. . 2,422,441 1,232, 496 644, 700 611, 440 33, 260 17,514 1, 315 5,839 587, T8T 1, 189, 9445
July..___. 1, 663,132 30, 183 262,238 244, 187 18,051 , 435 7,316 1,300 i 1,032, 049
Angnst. . 4, 056, 467 021, 661 552, 374 485, 254 67,120 56, 329 7,275 3,516 , 3, 134, B05
September. . 1, 568, 038 832,197 336, 028 201,038 44, 090 13, 696 5,708 24,788 208, 168 935, B42
October__ .. 2,149,821 976, 256 651, K66 634, 105 17, 460 5,90 6,377 &, 162 324,601 1,173, 566
November 1, 820, 863 784, 414 333,080 8l M, 177 25, 000 6, 735 2,442 , 1, {136, 450
December 2,149, 466 1,188, 813 344,810 273, 725 71, 084 23, 717 7,118 40, 250 851, 810 52, 847
Janunry 2,707,983 (94, B11 430,130 339, 323 40, 808 20, 338 3, 655 7,785 264, 831 2,013,172
February. 2,185, 557 842, 317 341,941 302, 815 39, 326 13, 883 4, R50 20, 501 300,376 1,523, 240
March .. 2,830, 358 1,363, 267 574, §71 532, 936 41,235 a1, 601 3, 661 5,973 786, 095 1, 467, 001
April. .. 2,927,100 1,048, 532 5§77, 041 540, 447 27.613 14, 694 8, 785 10,134 471,471 1,878,568
A¥ - - 2, 782,608 1,339, 626 620,433 531, 361 83,072 70, 245 8, 430 , 397 719,194 1,442, 982
June e 5,054, 258 1,245, 784 538, 342 445, 104 81,237 76, 430 6, 667 8,141 A 3,808, 473

Bee Tootnotes at end of part 4 of table.
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TanLE 3.—Now securities offered for cash sale in the United Siates '_Continued .

ParT 2—TYFE OF SECURITY
[Estimated gross proceeds in thousands of doltarst]

Bonds, debentures, and notes,

! All types of seeurltlos
Cnlendar year or month Preferrod Commen
: * stock stock
A]l Issuers Corporate Weoneorporate All issuers Corporate | Noneorporate- . :

1958 . L 34, 443, 089 11, 558, 343 22, 884, 726 32,587, 517 #, 652, 781 22, 884, 726 571,474 1,334,079
31,074, 208 9, 748, 069 21, 326, 139 28, 515,908 7, 189, 760 21, 326, 139 531,101 2,027, 100

27, 540, 5680 10, 153, 980 17. 386, 580 25, 467, 927 8, 081, 346 17, 386, 530 408; 525 1; 664, 100

34, 493, 905 13,147,279 22, 346, 716 31,772,172 9, 425, 456 22, 346, 716 448, 300 3,372, 524

29, 475,098 19, 769, 609 19, 2085, 490 28,221, 519 9,016, 130 19, 205, 400 4385, 788 1,317,601

! t . -

. 3, 506, 137 647, 265 2,858, 872 3, 363, 307 504, 435 2,858,872 1,988 140, 542

. 2, 537,450 B83, 533 1,453, 917 2, 382, 366 728, 449 1,633, 917 1, 449 145,634

, 1,877,388 846, 906 1,030, 479 1,668,775 . 638, 200 1,030, 470 4,040 203, u70

. 4, 074, 507 1,216, 982 2, 857, 525 3, 738, 344 830, 819 2,857, 525 1X), Bl 218, 132

R 2,149, 291 BOL, 087 1, 348, 204 2,015, 066 666, 772 1, 348,204 14, 497 119,828

- 2,422, 441 1,232, 496 1, 184, 945 2,253, 149 1, 063, 204 1, 189, H5 45, 501 123, 702

. 1,663, 132 630, 1,092,949 1, 508, 444 565, 405 1,032, 910 32,250 32,437

4, 056, 467 921, 661 . 3,134,805 3, 974, 480 838, 674 3,134,806 24,2006 57,781

- 1, 568, 038 €32, 197 035,842 ‘1,407, 529 471, is8 035, 842 50, 973 104, 534

R 2, 149, 821 - 976, 259 1,173, 365 o, 027, 158 843, 403 1,173, 565 48, 802 73,870

Novomber. - 1,820,863 784,414 - 1,036,450 1, 768, 350 731, 841 1,036, 450 24,008 28,465
De¢cember - 2, 144, 466 1,196,619 52, 847 2,024,769 1,071, 862 052, 847 b9, 352 65,405
.................. 2,707,983 684, 811 2,013,172 2,606,118 502, 046 2,013,172 30, 387 71,478

2, 165, 557 642, 317 1,523,240 2,071,612 548,372 1,823,240 17,347 76, 508

2,830,358 1,383, 287 1, 467,091 2,739,610 1,272,519 1,467,091 17,132 73,616

2,927, 100 1,048, 532 1,878, 568 2,710, 845 831, 1,878, 568 26,015 180, HO

2,782, 609 1,330, 626 1,442, 082 2,687, 287" 1,244,308 1,442, 932 16, 550 8,331

5,054,258 1,245, 184 3,808,473 4, B41, 652 1,133,179 3, 808,473 37,7 74,811

Beo foatnates at end of parct 4 of table,
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TanLe 3:—New seenrilics offcrad for cash sale in the Uniled State

ParT3—TYPE OF ISSUER

[Estimated gross proceeds in thousands of dellars #]

Corporate Noncorparate
Calendar U.8, Gov- | Federal Foreten

yeer or Electrie, Other Financial | Com- crnment | Ageney govern- | Non-

month Total cor- | Manufac- | Extrac- | gas, and Rail- | trans- | Commu- | and real | mercia] | T'otal non- | (including | (issues | State and | owent | profit

porae turing tlve water road porty- | mication ostate T and corporate issues not guayr- | muniefpal | and in- | insti-
tion other guarantecd)| anteed) © |, ternns [tutions

, tional
11, 558, 343 | 3,515,407 | 246,665 | 3,804, 106 { 238,352 | 585,530 | 1,423,776 | 1,088,200 | 656,200 | 22 884, 726 | 12,062,886 |2, 321, 105 | 7,448,803 | $95,403 | 56, 520
0,748,069 | 2,072,820 | 161,396 | 3,257,780 | 173,913 | 792,829 717,101 | 1,852,606 | 719,314 | 21,326,130 | 12,322,475 | 706,998 | 7,681,054 | 545,658 | 69,955
10,153,980 | 2,152,410 | 245,682 | 2,851,215 | 211,244 | 507,286 | 1,048,810 | 2,524,618 | GLL, 705 | 17,380,680 | 7,006,326 [1, 672,086 | 7,2320.500,| 304,445 | 74,223
13, 147, 279 | 4, 111, 683 | 261,386 | 3.089, 442 | 178,603 | 534,318 | 1,820,801 | 2,974,833 | 020, 123 | 22, 346,716 | 12,252, 824 (1, 447, 508 | §,344,510 | 236, 009 | 65,775
10, 760, 608 | 3,283,413 | 225,106 | 2,B41,565 | 239,018 | 346,44D | 1,306,645 | 1,854,830 | 670,684 | 19,205,400 | 8, 500,216 |1,187, 788 | 8, 508, 198 736, 769 1132, 519
Tonuary..—- 647, 265 224,512 | 15,588 115,747 | 11,822 | 12,828 74, 673 104,315 1 88,485 | 2,858, 872! 1,580,150 | 243,500 | 865,005 | 141,811 | 16,806
February._-. 883, 533 138, 338 12,614 152, 837 17,366 ( 27,903 364, D06 126, 41 42, 208 1,653,017 61, 460°| 155,581 11,123,499 9,852 | 3,525
March___.__. B46, BOG 328, 406 15, 528 196, 541 19,501 | 56, 630 21,098 143, 428 B4, 776 1,030, 479 372,137 620, 34,084 | 3,010
Apri 482, 668 14,691 2, 758 7,248 | 21;238 89, 514 142,035 06,836 | 2,857,525 1, 505, 619 481, 300 876, 937 9,800 | 3,860
May________. 278, 633 3ﬁ 867 216, 943 11,565 | 26,816 85, 071 06,406 | 08,706 I, 348, 294 342, 351 o 897,007 | - 86, 978 | 12, 367
June__ 361,224 | 23,009 472,919 17,51 | 31,272 80, 372 172, 8568 73,379 1, 189, 945 362,739 ¢ 750, 983 49, 823 | 17,400
July 250, 306 , 860 123, 972 $,435 | 14,419 02, 588 109, 521 24,482 1,032, 449 357,613 0 640,956 | 25,103 9,278
AUgust 225 814 450 55,002 | 56,329 | 15,586 | 123,206 160,266 | 64,918 | 3,134,805 | 2,408,425 | 150,188 | 550,210 | -~ 8,488 | 8, 4%
Beptember_ .. 632, 187 189,938 | 20,549 164, 651 20,008 . 09, 450 g2, 39,720 935, 842 00, 463 175,219 426,455 | 30,B%G | 2,806
Qctober._.__. 078, 256 166,710 | 21,402 238,429 §, 921 14,368 262, 437 227,871 | 25,110} 1,178,365 y [ 646,702 | 151,180 | 17,840
November__. 784, 414 215 086 8,238 227,810 | 25000 | 25,884 4, 500 184, 636 33,260 1,038, 450 328,707 0 5%, BOT L, 996 | 26,580
December..__| 1,106, 618 380, 578 1, 279,810 37,191 | €6,604 57,731 264, 536 58, 704 952, 847 204,708 0 547,239 | 100,655 | 10,244
1968

January...... 694, 811 142,265 | 17,010 181,385 | 20,388 | 60,93D 126, 807 03,521 | 84,407 | 2.013,172 774,046 ] 098, 748 1 232,248 | 8,131
February..__. 642,317 228,358 | 24,421 146, 533 13,885 | 16,508 €8, 826 113,018 29,866 1,523,240 424 546 148, 001} 810,072 | 133,033 7,589
March. . ___..] 1,363,867 630, 338 11,034 161, 161 43,401 | 100, 175 44, 449 290, 852 79,558 1,467,091 398,314 -0 986,276 | 76,004 5,497
April._.______| 1,048 532 155, 562 16,125 433, 637 10,604 | 23,128 72,391 274,451 62, 544 1,878, 668 7i5, 6L 188, 465 914,369 | 57,260 | 4,G64
May.....-...| 1,339,626 247, 548 2,693 283,054 | B3, B0% | 77,673 357, 180 223,709 61, 950 1,442, 082 406,363 | » 0 902,276 | 114,247 | 17,000
JUne . - eeene 1,245, 784 238,775 | 83,027 413,442 77,180 | 45,401 6, 140 285,048 36,771 4,808,473 | 2,252,008 450,425 | 1,071,811 11,300 | 13, 930

See footnotes at end of part 4 of table,
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TapLE 8.—Neto gecuritics offered for cash sale in the United States *—Continned

PART 4—FPRIVATE PLACEMENT OF CORPORATE SECURITIESS
{Estimated gross proceeds In thousands of dollary 9)

Type of security Industry of issuer
Calandar year or month All private
placements| Bonds, de- Manufac- Eleetrle, Other Communi- | Financial | Commer-
bentures, Stocks turing Extractive | gas, and | Railroad | trangpor- caiion and real clal and
and notes water tatfon estate other

38,320,294 169,588 | 1,397,250 105, 483 616, 502 500 305,126 178,702 601, 662 187, 380
3, 632, 417 122, 408 4718, 178 59,023 87& 087 22,408 859, 161 101,170 BE2, 667 24,730
a, 275, 407 4 958, 134 112,628 517, 563 , 386, 146 107,027 | 1,003,362 304, 295
4, 719, 902 278,722 | I, 837,032 180, 028 824, (42 b0, 330 366, 052 173, 281 1, 109, 905 427,054
4, 529, 163 3,418 | 2,133,428 124,166 474,401 22,674 255,114 154, 714 1,112,188 366, 601
Janvary. .. .. 235, 0946 231, 5% y 144, 960 10,750 31,198 3,000 11, 244 5, 000 15,163 16, Y81
February el 243, 567 31, 709 11,858 , 43 3,000 &7, 0 26,015 10,042 47,634 13.018
March 264, 887 52, 521 2,368 100, 98¢ 3,168 18, 533 o] , 030 18, 880 60, 550 38, 767

237, 27, 107 9,979 98, 372 0 12,693 0 12, 541 8,230 54, 401 80, &
423, BE2 419, 783 . (28 , 202 27,005 13, 452 o 28, 616 24, 661 61,347 28, 525
587, 187 674, 787 13, Go0 242, 761 ]7, 099 76,118 0 a1, 272 , 546 1386, 628 A6, 363
367, M4 365 749 2,196 223,914 14, 455 [ 14,919 9, 723 80, 888 14,296
369, 287 362, 862 6, 425 123, 522 0 21,719 0 15, 556 14,824 154, 624 34,003
5, 168 295, 443 725 170, 548 4,250 18, 963 6, 50 23,731 12,200 42,766 17. 148
324,691 314,113 10, 578 104, 887 10,352 23,782 0 14,368 8, 586 144, 637 20, 179
440, 434 445, 784 4,650 208, 603 4,186 21, 544 0 25, 586 4,200 102, 401 25, 925
851,810 807, 607 44,112 332,330 , 572 164, 304 13,474 3%, 306 11,825 202,082 45, 747
264, 681 243,112 21, 568 62,255 1,160 32,611 0 69,338 4, 348 8b, 626 29, 343
300,3.'6 289,056 11,310 155, 130 18, 695 27,952 0 5,400 8,270 85, 608 18,321
789, 095 773, 987 16, 149 315, 692 7,860 19,287 11,800 100,175 b, 649 269, 24 a9, 509
471,471 451, 769 18, 702 128, 897 4, 5 58, 118 0 22, 828 6, 318 203, 930 47,082
719,194 694,014 25,180 214, 762 2,477 153,871 13, 584 77, 508 74,228 144, 244 28, 541
700,442 674,679 34 763 158, 262 22 150 203,297 750 40,139 29,013 228,829 26,102

P91
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1 The data in these tables eover substantialiy 8]l now issues of seeuritics offered for
cash gale in the United States in amounts over $100,000 and with terms to maturity
of more than 1 year. Inclzded in the compilation are issues privately placed as
wel! as Issucs publicly oflered and unregistered issues as well as those registered under
the Securitles Act of 1833. The figures on publicly offered issues include a small
amount of unsold gecurities, chlefly nonunderwritten issues of small companles.
The figures on privately placed issues inglude secarities actunlly 1ssued but exclude
securftles which institutions beve contracted to purchase but which bad not been
taken down during the period covered by the statistics. Also exeluded are: inter-
corporate transactions; U.8, Government “Specinl Serics” issucs ond other sales
dlirectly to Federal agencies and trust accounts; notes {ssucd oxcluslvely to commercial
banks; issmos of Investment companies; and Issues to be s0ld over an extended perind
such ns offerings under employvee-purchase plang. The chief sources of data are the
financial press and documents filed with the Commission. Data for offerlngs of
State and munleipal securities are from the Hond Ruyer; these represent princlpal

pmountg ingtead of gross procecds.  All figures are subject to revision as ntew data are
received. For data for the years 193447, see 25th Annual Report.

* (ross proceeds are derived by multiplying principal amounts or numbers of
units by offering prices except for State and munielpal issies where pringipal amount
is used. Shght discrepancics between the sum of figures in the tables and the totals
shown are due to rounding.

* Issucs spld by compotitive hldding dircetly to ultimate investors are classified as
publicly offered lssues.

4 Issues in this group include those between $100,000 and $300,000 In size which are
exernpt under Regulation A of the Securitics Act of 1933.

s Chlefly bank stoek 1ssues.

& The bulk of the securilles ineluded in this category are excmpt [rom regisiration
under seetion 4(1) of the Securitiog Act of 1933,

t Excludng issues of investment companies.

! Excluding issues soll by competitlve bidding directly to ultimate [ovestors.
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166 SECURITIES, AND EXCHANGE COMMISSION

TABLE 4.—Proposed waeg of net proceeds from the sale of new corporate securities
offered for cash in the United States

Pakr1—ALL CORPORATE

{Amounts in thousands of dollars !

Proceeds : New money
Calendar year or Retlre- Other
month 2 i ment of | purposes
Total gross| Totalnet | Total new | Plant and | Working | securities
proceeds ¥ | proceeds 3| money jequipment| capital

11,558,343 (11,871, 563 ¢ 9,907,135 | 7,762,008 | 2,115,127 548, 852 015,475

9,748,060 | 9. 526,631 | B.577, 764 | 6,084,152 | 2,403,612 134, 548 814,319
10,153, 950 | 9,923,779 | 8,758, 240 | 5,661, 567 | 3,006, 873 270,784 804, 7556
13,147,270 (12,874,167 10,820,087 | 7,539,480 | 3, 289, 558 895,231 | 1,146, 840
80,768,608 (10,571,508 | 8,323,364 5 701, 092 2, 622, 272 757,211 | 1,480,942

647, 264 631,924 807, 166 328,198 180, 963 39,478 85,279
883, 533 865, 820 792,00 641, 865 150,136 6,851 48, 088
846, 004 822, 607 700, 497 458, 250 251, 157 15,916 97, 284
1,216,082 | 1,185,002 | 1,032,903 753,421 | . 279,482 72,016 80,084
801, 097 784, D68 820, 950 435, 248 185, 703 24,063 139,053
1,232,496 | 1,214,338 852, 598 712,791 239, 406 81,930 170,710
630. 183 620,727 504, 153 328, 009 175,053 38,758 7,820
a21, 86t 907,344 618,757 382 436 237,271 158, 890 128,898
632 197 &17, 882 440,996 314, 500 126, 406 38, 625 138, 261
976, 258 960 731 726, 8680 467, 456 259, 409 125,572 108, 293
784,414 176, 260 493, 698 263, 429 230 260 73,125 204, 437
1, 196 519 1,183,905 922,770 616, 350 306,421 | . 81,201 199,844

604, 811 684, 396G 562, 801 378,138 184, 663 71,602 49, 867
642,317 631,452 448,217 219, 456 128, 761 36, 966 146, 269
1,363,267 | 1 348 596 | 1,055, 535 755,409 300,126 204,922 &8, 438
1,048, 532 1,034, 054 811,989 528, 518 283, 451 103,748 118, 318
1,339,626 | 1,322,757 820, 953 497, 844 332, 109 419, 250 73, 555
1,245,784 | 1,230,452 783,179 511,966 271, 183 218,678 230, 295

PART 2—MANTUFACTURING

3,515,407 | 3,450,300 | 2,851,033 | 2.027,328 873, 705 104, 629 413,738
2,972,821 | 2,011,305 | 1,684,071 £63, 709 820, 362 70,419 256,815
2.152.419 | 2,078,267 | 1,710,743 944, 632 766,111 79,327 246, 196
-] 4,111,683 | 4,014,274 | 3,059,739 | 1,921,751 | 1,137 988 305,925 G448, 611
3,283,413 | 3, 224, 2&'." 2,202,903 | 1,244,724 ©58, 239 204, 130 817,173

219,170 | 186.402 | 103,186 83,216 13.812 18, 064

L 133, 086 89, 316 52, 650 36, b6 2,069 41,702
320, 408 320, 657 280, 076 141, 567 138, 469 | 2,412 38, 200
462, 666 450,914 3a5, 095 206, 238 148.857 | - 67,250 28, 468
278, 633 274,816 154, 895 . 72,614 82, 221 8,104 | 114,817

361, 224 355,611 2490, 187 198, 477 a1, 690 13,938 A1, 505
250, 306 247, 484 154,676 84, 000 70,676 30, 500 02,318

225,814 232, had 147, 159 62, 385 84,771 4,052 71.333
189,939 .187, 132 152015 113,430 38, 585 21,197 13,020
166,710 162,929 §5, 088 35,030 50,049 9, 762 68, U79
2750867 273,377 84,735 47, 584 37, 151 2,761 135, 881
380, 579 376, 628 223,379 127, 491 95, 888, 31 272 121, 977
142, 265 138, 392 105, 814 59, 581 46, 333 4, 662 28,913
228, 368 225, 591 145,841 B9, 575 86, 267 5, &70 74,179
630, 338 623, 666 536, 334 389, 574 | . 146,760 31,283 |° - 56, 049
155, 562 153, 347 109, 018 65, 056 43, 061 5,153 39,277
247, 548 244,965 195,233 39,872 153, 361 29,113 20,619
248,776 236, 682 188, 719 62,933 125,786 |- 9,676 38, 256

Bee [ootnotes at end of table,
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TABLE 4.—Proposed uses of net proceeds from the sale of new corporate securities
offered for cash in the United States—-Continued

Parr 3—EXTRACTIVE
[Amoxnnts in thousands of dollars 1)

Proceeds New money
Calendar year ar Retire- QOther
month ? ’ ment of | purposes
Total pross| Total net | Total new] Plant and | Working | securitles
proceeds ? | proceeds 3| money [(equipment| capital

. 246, 565 239,274 184,082 95, 221 88 871 2,033 53,140
101 308 154, 405 119, 556 39,100 80, 365 12,245 22, 595
245, 682. | 230,400 - 164,216 71,338 82,879 8,470 76,777
241, 386 258, 241 181, A42 88, 104 03, 636 2,724 71,875
225, 106 220, 655 202,522 92,227 110, 296 3. 786 14,348
15, 388 15, 066 13,373 5,164 B, 208 50 1,194
12,614 11, 694 7,402 2,432 4, 989 0 4, 592
15, 628 14,990 | - 14,881 3, 260 11, 620 ] 118
14, 691 14, 49 10,220 2,021 8,208 0 3,820
36. 867 a6, 204 34, 811 29,831 5,179 150 1,244
23,009 23,027 20,418 8,412 A 652 1,057
4, 950 4,889 4, 820 Nin 3,780 0
450 4 318 135 2 8
20, 540 19, 848 18, 988 B, 685 10, 303 0 GG
21, 402 a1, 110 20, 642 12, 054 8, 589 0 488
- 8,238 8,143 8,008 1,248 G, 849 0 43
December .o 51,322 | . 51,120 48,524 1§, 114 39, 410 2,484 112
1965 ’
TOOUALY e e 17,010 16, 745 16, 509 2, 667 13,842 |. 116 120
February. ..o ooooooooo. 24,421 24,038 8, 110 5480 5,821 0 17,828
11,034 10, B47 9,101 3,038 G, 063 499 1,248
16, 125 15,820 11,167 2,064 B, 103 )] 4,454
2,693 2, 659 2, 659 2, 561 107 0 0
B3, 027 81, 106 60, 475 54, 405 6,070 155 20, 476

PirT 4, —ELECTRIC, GA8 AND WATER

3,801,103 | 3748808 | 5,441, ors g, aLss| o, ;@i}g 138,002 | 163,928

3,257, 700 | 3, 204, , 056, 6 1 . "2

2,851, 215 | 2 B05. 315 | 2, 655, 559 | 2, 624, 050 31, 500 170 | 63 BT

3030, 442 | 2,096,763 | 2,808, 8AL | 2,792, 792 16,070 | 104,384 [ 83,607

7841 585 | 2,801,802 | 2,100,400 | 2162882 | 37,015 | 244,631 | 147,762

us,77 | 13,44 | samee |  ag e 37| 24,000 5, 564

152,837 | 151,308 | 147,646 | 146,710 %35 3,767 0

196,641 | 104,098 | 195,920 | 101,568 332 1,982 1,077

382,753 | 376,728 | 476,795 | 3,495 231 0 0

. 216,043 | 2u3e00 | 195122} 192 a1 2,211 15, 840 2,537

472,079 | 456,308 | 332,908 | 33204 a2 | &6 16l 77, 241

125972 | 120,337 | 117682 | 116,613 1,069 4, 464 W

mplz| US| Mo jaws) e e oo

: 5 , 7

252,499 | 248,540 | 128,146 | 112,688 15,459 | 107,962 12, 431

207810 | 205,141 | 172218 | 171,218 999 | 49,366 3,057

Z70.810 | 276,068 | 246,267 | 235,486 10,781 { 25,310 |* & 390

TANUATY e 181,385 | 178,032 | 113,651 70,410 | 43,241 | 64,786 546
February.o ... ... 146,533 | 144,725 1 114,807 | 108 807 6,000 { 20,848 0
Mareh.. .10 6L 181 | 157,718 ;.- 97,061 | 96,966 95 | 60654 a
Spril_ 433637 | 427,733 |- 341,130 | 341,029 10| 85704 £90
Muy. | zEBluB4 | 2770 | 221L0870| 220,700 37| 5754 1,159
Tume_ LTI 413,442 | 400,007 | 218 BT | 218,873 | - 0| 179484 10, 650

Sea footnotes at end of tabla,
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TABLE 4, —Proposed #ses of net proceeds from the sele of new corporate securilies
offered for cash in the United Stafes—Continued

ParT 5.—RAILROAD

[Amaounts in thonsands of dollars 1]

Proceeds Naw money
Calendar yenr or Retire- Other
month 2 ment of | purposes
Total gross| Total net (Total new| Plant and | Working | securities
proceeds $ | proceeds !} money |equipment| capital
238, 452 235, 542 206, 281 188, 784 17, 507 29, 161 1]
173, 813 172,244 172,244 1609, 314 2,930 Q 0
211,244 209, 148 174, 435 174,485 Q 34, 661 G
178, 693 176, 868 148, 348 148, 148 200 21,271 7,250
239,018 236, 637 199, 527 189, 086 9, 541 28, 609 B, HO0
11,822 11, 737 11, 727 11,727 a 0 V]
17, 388 17,238 17,238 17,239 1} Q 0
19, K01 10,330 19, 330 19,330 [1} 0 0
1,248 713 7,191 7,191 0 0 0
11, 565 11,472 11,472 11,472 1] 0 0
17,514 17, 347 17, 347 17, 347 1] Q 0
9, 435 9, 359 9, 350 9,380 0 i 0
56,320 55, 725 55, 725 55,725 [H 0 0
24, 096 19,807 19,807 19,907 G 0 ]
October.. .. _.......... 5, 021 5 870 5870 5 870 D 0 h
November______.________ 25, D00 24,676 9, 4006 [t} 9,408 15,270 0
December ... 37,101 36, 704 14,955 14, 820 135 13,339 8, 500
1968
January . 29, 388 29,154 29,154 29,154 L] L1} a
Februoary oo __ 13, 885 13,771 13,771 13, 771 L] L] 1]
March. o . 43,401 43,090 43,000 43,060 0 i] (]
Apell . 10, 694 10, 017 16,607 10, 807 L] 1] {1}
MY s cecmmccmmc e 83,809 82,978 23,235 23,235 0 59,743 0
June. .. 77,180 76, 41 41,611 41, 611 L] 12,1 22,855
Part 6.—0THER TRANSFORTATION
5RO, 031 474,438 458, 346 18,093 8, b 07,088
784, 460 747, 347 698, 873 47,474 15,077 22,046
50t 031 451, 064 423, 903 27,071 3.908 46, 058
529,020 477, 630 453, 943 23,137 4,839 46, 501
344, 451 340,774 333,227 7,547 1,391 2,314
1962
January_.... . 12,323 12,076 10, 133 10, 233 7 504 634
Febriar 27,903 27,670 27, 268 26, 171 497 160 242
56, A30 54, 944 54. 398 63, 574 822 346 203
21,238 , 601 20, 601 20,511 B Q Q
28, 810 28, 7368 24, 730 25, 469 1,278
31,972 at, 147 30, 392 30,0156 7 317 377
14,910 14,823 14,523 14, 823 ] L]
15, 596 15, 505 13, 505 15,117 388 0 a
34,802 34, 400 34,490 33,143 1,333 U] 9
14, 368 14,277 13,418 12,743 675 1] 858
25, B86 25, 841 25,831 25, 662 1 1} ]
66, 606 66, 374 66,374 63, 167 L217 [ Q
9,939 69,718 69,718 69, 222 496 0 0
14, 509 16,103 14,380 14,187 194 Q 1783
100,175 99,933 99,933 98, 532 401 0
23,198 22 958 22, 958 92,968 [\ 0 0
77,673 77,285 75, 046 72,229 3,716 0 1,339
45,401 44, 882 44,745 42, 136 2,609 0] 137

See footnotes at end of table,
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TARLE 4—Proposed uses of nel proceeds from the sale of new corporate securitics

oﬁ’ered for cash in-the Umted States—Continued

Part 7.~COMMUNICATION

[Ameunts in thonsands of dollars 1)

Proceeds , New monay !
Calendar. year or Retire- Other
month's = - - - - . ment of | purposas
, Total pross| Total net | Total new | Plant and | Working | securitles
proceedsd | proceeds 4 | money. |equipment| capital
1,423,776 | 1,411,831} 1, 265 3!5 1,262, 882 2,938 113.112 28, 404
717,101 707,265 | 702,959 701,347 1,612 4,192
1,049,810 | 1,036, 460 | 1,931,859 | 1,022, 870 8,7 o 68 4,119
1,820,801 | 1,804,503 | 1,407,979 ¢ 1,397,808 10,081 377,656 18, 958
1,306, §45 | 1,291,172 | 1,220,862, | 1,219,107 1,755 10, 417 59,803
1668
74,873 73,084 71,304 |, 71,304 0 [1} 1,780
345, 806 362, 342 360, 804 360,741 82 0 1,530
21,008 20,873 1 | 20,719 | | 20, 565 164 Q 154
80, 514 B8, 608 |. ~ 86,745 886,711 34 112 1, 750
65, 071 ! 63, 143 62,7 424 0
B0, 372, 78,352 77.602 il Q [ 1, 750
92, 588. 81, 571 87,781 86, 931 850 3,790
123, 206 121,880 116, 882 119, 862 [1] 2,028 D
69, 450 48, 783 16, 604 16, 604 0 1, 554 50, 535
262, 437 258, 602 257,614 257, 568 46 0 1, 983
, 60 44 4,380 4,241 19 74
57,781 | . O, 48 54, 320 54,254 66 2,828 D
January . _.____.____:f- 126,807 125,274 124,232 124,232 0 0 1,042
February. 68,82 68, 089 68, 089 68, 080 0 0 o
Mareh. . 1 46,440 45, 041 42,900 42,900 0 3,141 ]
April.. .o 12,381 71,145 20,370 20,370 Q 80,774
, 357,180 353,981 82,111 81,127 084 261,706 14
66, 140 65,426 B6, 204 55,854 350 7,722 1, 500
PART 8 —FINANCIAL AND EEAL EBTATE
1,088,209 | 1,080,792 900, 103 186,773 713,336 48,887 113, 786
1,852,806 | 1,807,300 | 1,508,990 | 300,502 | 1,268,368 6,116 232, 285
2.524, 619 | 2,472,220 { 2,143,135 267, 686 | 1,875,549 71,360 257,748
o| 2,274,833 | 2,212,051 2,014,980 499,405 | 1,515, 494 35, 572 161, 480
1, 854 830 | 1,811,312 | 1,437,517 266,962 | 1,170, 615 38,673 | 335,062
102, 750 59, 465 30,493 L 972 558 42,728
122,477 , 726 11,114 97,612 756 12.905
136, 414 76, 578 , 883 68, 892 10,414 49, 425
135, 196 87,399 27,312 70,087 1, 405 3
#3, 815 78,364 , 808 61, 544 2,744 12,717
176, 048 137, 6o 21, 884 115, 985 7,493 , B8’
1087, 468 48, 168 7,167 002 1 9,300
186, 048 120,411 12,458 116,955 3,185 53, 451
80,175 64, 576 , 729 58,847 1,362 , 236
223, 995 200, 519 28, 043 172,475 2,138 21,337
182, 156 165,123 8, 979 155, 144 4,044 12,980
26L, 771 221,391 84, 204 137,008 4, 575 35,805
81, 3687 73,8683 17,075 56, 788 500 15,908
109,803 60, 488 16,382 44,106 370 49,035
X 165, 105 62,082 102, 173 105, 226 18, 331
o71,645 | 254,703 62,275 | 202,518 708 16, Dad
221, 589 166, 426 26, 242 140, 184 9,341 45, 821
281, 156 142, 844 28,488 114, 356 4, 845 133 461

Hee footnotes at end of table.
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TABLE 4.—Proposed uses of net proceeds from the sale of new corporate seouritics
offered for cash in the United Rtates—Continued

Par? 3,—COMMERCIAL AND OTHER
[Amounts (n thousands of dellars ¥}

Proceeds New money
Calendar year or Retire- Other
manth ¥ ment of | purposes
Total pross! Total net | Totalnew | Plantand | Working | securitles
proceeds ¥ | proeeeds 3| inoney |equipment| capital

£i56, 200 641,298 584,652 161, 816 422,873 11,234 45, 372
719,314 685, 374 625, 963 273,483 252, 480 15, 328 144,082

61, 705 583, 860 437,378 132, A0d 3, 774 21, 194 125,
928, 123 884, 356 729, 849 237,357 402, 492 42, Ba0 111, A57
676, 684 fi4l, 182 519, 72% 192, 465 327, 264 25,575 85,879

1862

RIS (RDE] o 88,485 24,828 70,103 10, 269 59, 834 160 14,425
Febrnary. 42,208 39, 709 33, 702 2,207 8,494 13[1] 5, 808
M 64,778 81,312 &1, 550 13,683 32, 887 1, 864 2, 008
96, 836 91, 819 75,017 26, 941 51,575 3,248 9, 854
68, 705 64, 779 56,4711 23, 68T 32,844 1, 7,342
73,379 71,407 5, 808 26, 121 19, 785 3 22,192
24,482 22,787 16, 843 9, 137 7,708 &, 943
54,918 53,327 43, 424 14,821 30, 503 7,082 810
39, 720 37,405 33,818 14, 836 18, 582 725 2,862
25, 119 24, 407 18, 567 3,451 12,117 8,710 3,130
33, 260 32, 506 23,926 3, 496 20,481 1,109 7,465
58, 704 &§7,102 47, 541 18, 734 30, 827 1,482 8,059
34,497 33, 807 29, 861 5,799 24,062 1,581 2,365
29, 866 29,223 24,610 7,966 16,674 1,178 3,905
79,859 78,936 42,007 17,377 44, 631 4,119 12,810
62, 544 66, 698 41,937 14,179 27,758 12,191 6, 870
61, 950 86, 542 53,306 21,887 31,419 1,713 4,523
36,771 35,782 29,708 7,685 22,012 2,944 3,130

1 Slight discrepancles between the sum of igures in the tables and the totals shown are due to rounding,

1 For earlier data ses 25th annual report.

3 Total estimated gross proceeds represent the amount paid for the securities by investors, while total
estimated net procecds represent the amouct recelved by the issuer alter payment of compensaticn to dis-
tributors and otber ¢osts of Aatation,



TaBLE 5.~—A summary of corporate securities publicly offered and privately pieced in cach year from 1 934 through J une 1962

[Amounts in millions of dpllars]

Total Public offerings Private placements Private placements -

- as pereent of total

Calendar year - .

' Al - Debt Equity All Debt Equity All Debi Equity Al Debt

1ssues issues issues fssues issnes issues issues fssues fssues lssues Issues
- 387 372 25, 305 280 25 42 92 - 0 23.2 24,7
2,332 2,225 108 1,945 1,840 . 106 387 335 2 16. 6 17.3
4, 572 4,029 3 4,199 3, i6G 530 313 3069 47 8.2 0.2
2,308 1,618 - 691 1,979 1,201 633 330 27 3 14.3 0.2
2,155 2,044 1H 1,463 1,303 110 #92° - 691 1 32,1 33.8
2,164 1,970 185 1,458 1,276 181 7n6 708 4 32.6 355
2,877 2, 388 291 1,812 1,628 - 284 65 ThS T 2.6 3.8
2, 607 2,380 277 i, 854 1, 67 276 Bl3 811 2 30.5 3.9
1,062 917 146 G12- 506 136 420 411 L9 39.5 44.8
1,170 o 180 748 21 178 J72 369 -3 318 37.3
3,202 2,670 532 2,415 1, 862 524 87 T8 b 24.6 29.1
6 011 4, 855 1,155 4,984 3, 85t 1,138 1,022 1,004 18 17.0 20,7
G, 900 4, 882 2,018 4,983 3,019 1,963 1,017 1,803 54 78 38.2
8, 577 5, 036 1,541 4,342 2,880 + 1,452 2,235 T2, 147 88 Q0 42 6
7,078 5, 07% 1,108 3, 091 2, 965 1,028 3,087 3,008 ntl 43. 6 50.4
G, 052 4, 890 1,161 3,630 2,437 1,112 2, 502 2,451 4% 41.3 50.2
B, 362 4,920 1,442 3, 081 2,360 1.321 2,680 2, 560 120 42.1 52,0
7,741 5, 661 2,050 4, 226 2, 364 1, 862 3.415 3.326 BE 41,1 58 4
9, 534 7,601 1,933 b, 533 3,645 1, 888 4,002 3.657 45 42.0 52.1
8, 898 7.083 1,815 &, 580 3. 850 1,725 3.318 3,228 90 7.3 45. 0
9, 516 7,488 2,029 5,818 4,003 1, B44 3, 068 3,484 184 38.5 46. 5
10, 240 7.420 2,820 6, 763 4,119 2, 644 3,477 3.301 178 34.Q 44,5
14, 939 8,002 2,837 7,053 4,225 2.827 3 3,771 109 35, 5 47.2
, 884 9,067 2, 927 8,959 f, 118 2,841 3,025 3,538 86 30.5 38.6
11, 558 9,653 1, 906 8,068 . 6,332 1,736 3,490 - 8,320 174 30.2 3.4
8, 748 7,180 2, 558 5, 993 + 3,857 2, 436 3,754 3,632 122 38.6 505
10,154 8,081 2,073 6, 857 |[' . RDB 1,851 3,497 3,275 221 .34 40.5
13,147 9,426 3 722 8,149 4, T06 3,443 4,900 4,720 270 38.0 501
10, 770 -8,016 1,753 6,127 4,487 1,540 4,043 4,529 113 43,1 50,2
6,3 5,623 711 3,080 2,497 583 , 254 3,127 128 51.4 55.6

. LMOdEY TYOANNY HININ-IINIZAL

ILT
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Tapue 6.—Brokers and declers registered under the Securities Ewchange Aot
of 1934 '—effective registrations as of June 30, 1983, classified by type of

organization end by location of principal office

Number of registrants _ Number of prop.rietors. partoers,
. . officers, ete, 2 &
Location of principal office Bola Sole
pro- | Part- | Cor- pro- | Part- | Cor-
- -Total | prie- ner- ra- | Total | prie- ner- T8-
© |- tor-  ships | tlons 4 tor- ships | tions +
r ships ships
Alabama. . .o At imm———— amue 39 12 4 23 118 12 13 93
Alaska. .- 5 4 ' 2 S | 8 4 1] 4
APIZONA - e oo ocirammac e 35 7 2 26 134 7 6 12t
Arkansas. . 26 5 2 19 100 5 4 9L
Callfornia. 444 163 81 200 | 1,792 163 538 1,001
o0 27 [ 57 322 29 21 274
44 11 12 21 199 13! Gl 127
_________ 20 ] 8 ] T4 ] 28 4y
116 20 14 82 582 20 110 4572
........... 13¢ 44 9| 88 413 4 25 344
38 4 7 20 233 o 32 191
36 8 4 24 168 8 - 10 150
15 7 ) 7 42 7 2 33
160 29 54 107 957 20 202 636
&8 22 -- 8 - 33 200 22 8 172
41 12 5 24 141 12 14 115
3% [ 8 |r 5 22 151 g 15 128
18 & 5 7 68 G 24 a8
48 20 10 18 135 20 45 rit
Maine, - 2 12 2 15 74 12 7 35
Maryland....coeceecervmancamenuarm—n )3 15 14 32 244 15 95 134
Massachusotts. 221 .83 .8 97 925 93 244 588
65 C 8 13 37 355 a a7 249
70 8 8. 54 370 8 39 323
20 L3 & 8 63 L] 16 41
84 24 18 44 542 24 146 vz
15 1 8 41 7 2 32
3z 10 0 22 116 10 .0 108
6 1 i 19 1 2 16
g ST 3 23 i 2 15
240 119 33 88 571 119 85 367
8 3 i 21 4 10 T
New York Staie (excluding New .
York Cit: 509 268 45 196 1,088 268 134 846
41 11 © 5 25 211 11 - 12 188
12 1 0’ 11 ] 1 0 aq
127 19 37 7l 68 18 200 410
39 17 4 12 93 17 9 67
......... 30 7 5 18 92 T S 10 75
232 62 7 g9l [ 1,014 62 423 320
26 4 9 13 70 4 25 41
22 5 3 14 72 5 ] i1}
4 2 9 2| - ] 2 -0 T
48 ) 4 35 . 240 i 19 212
193 7 18 97 650 7 71 511
41 11 B8 24 132 11 29 92
i _3 ] 2 13 3 ] 10
bl |- 16 12|, 23 197 16 88 t3
81 3% 4| | I8 - 287 39 8 24)
13 7 "3 3 -9 7 7 |53
50 6 2 42 254 4 27 m
8 5 [1} 8 i8 5 0 13
'I‘otal (excludlng New York - .
Glty) 3,823 1 1,308 596 | 1,924 | 14,351 | 1,302 | 3,048 | 10,000
Neow York City....__.-..--._-...---, 1, 600 347 552 01 | 7,918 347 | 3,835 3.716
Toﬂﬂ 5,423 | 1,650 1,048 | 2,625 22,260 | 1,650 | G003 | 13,716

1 Thoes not inclide 56 registrants whoss principal offices are Tocated In forelgn countries or other territorial

Jurizdictions not listed.

3 Includes directors, officers, trnstees, and all other persons ocenpylog similar status or performing similar

functions.’

2 Alloeations mede on the basis of location of prineipal oﬂieas of veglstrants, not actual Joeation of persons.
Information taken,from latest raporta fled-prior to June 30, .
+ Includos all forms of organizations other than sole pmprieborshlps ond partnerships.
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TarLE T.—Number of iasuwers and security issues on exohanges

PART 1,—UNDUPLICATED NUMBER. OF STOCK AND BOND ISBUES ADMITTED TO
TRADING ON EXCHANGES AND THE NUMBER OF IRSUERE INVOLVED, AS OF JUNE
30, 1963

- : - e : Total Tssuers
Btatus under the Act ! . o Btocks Bonds slocks involved
' - ang bonds
Registered pursuant to Sectlon 12 (b), {c), and (d)....- 2,835 1,213 4,048 2,417
Temporarily sxempted {rom reglstration by Commis- -
Slan rule. - o s oo e B 2 10 [}
Admitted to unlisted tmdmg privileges on registered .
exchanges pursuant to Section 12(0) .o o L 153 21 - 174 138"
Listed on exempted exchanges under exemption orders , - - '
of the Commisslan .. oo BBy B i B
Admitied to unalisted trading privileges on.exempied . . -
exchanges under exemption orders of the Commission.. .15 0 15| | 15
Total_ et e T PR 3,080 1,244 4,324 T 2,630

1 Registered: Section. 12(b) of the At provides that a security may be registered on a natioual soourities
exchange by the issuer filing an applicetion with the exchange and with the Commission contalning cerisin
types of spreified information.  Sectien 12{c) authorlizes the Commission te require the snbmission of infor-
matlon of a comparable character if in ity Judgment informaticn speeified nnder Section 12(b) iz Inapplicable
to any specified class or classes of issuers. Bection 12(d) provides that if the exchange authorities certify to
the Commission that the security has been approved by the exchange for listing and registration, the regis-
tration shall become effective 30 days alter.the recelpt of such certification by the Commission or within such
shorter period of tlme as the Commission may detsrmine. -

Temporarily exempted:- These are-stocks of-certaln banks and other securities resultin% from mergers,
eonsolidations, ete., which the Commission has by publlshed rulles oxempted from registration under specl-
fled conditions and for stated perlods.

Admitted to unlisted -trudlng privileges: Section I12(f) provides, in effect, that securitics- which were -
admitted . to unlisted trading priviteges on Mar. 1,.1034 (Le., without appliestions for listing filed by the
issuers), may continue such status., Additional securities may be granted unlisted trading privileges on
axchm:lges only if they are listed and registered on another. exchange or the lssuer is sub]ect. lothe reporting
retf)mreme.nt.s of the Act under Section 16(d}.

isted on exempted exchanges: Certain ewcchaﬂges wore exempted from full regisiration under Section &
of the Act because of the limited voliume of transactions. The Commission’s exemption order specifies that,
sacurltles which were listed on the cxchange ot the daie of such arder may continue to be listed thereon, and
that thereafter no additional securities may be llsted except upen compliance with Section 12 (b), (), and (d).

Unlisted on exempt exchanges; The Commission's exemption order specifies that securitms which wers
admitted to unlisted trading privileges thereon at the date of such order may continue such privileges, and
IE:;halt': o ad{d)lt,loual sscurities may be admitted to unlisted trading privileges except ‘upon complisnce wi th’

ection 12{] o

v ¢ . -

PAwr z—NUMBER OF 8TOCE AND BOND ISSUES ON EACH EXCHANGE AND NUMBER
"+, . OF ISSUERS INVOLVEL, A3 OF JUNE 30, 1963

Lo : e o Bmcks-' it - «w-: 'Bondsg: :' .
Exchangos Issaers, e “ ' - I A

R.|'X:| U }XL|XU|Total| R | X:| U | XL 'i‘étal

' S K A . . | P A

Symbols: R—registered; X—temporarily exempied; U—admitted to unlisted trading privileges; XL—
llstad on att exempted oxchangs; X U—admitted to unlisted trading privilages on an exempted sxchange.

Nore.—Issues exemptad under Saction 3(s)(12) of the Aet, such a8 obligations of the U.B. Government,
the states and cities, are not inglidted in $his table.
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TABLE B.—Unlisted stocks on stock exchanges!'

PART .—NUMBER OF ETOCKS ON THE EXCHANQES IN THE VARIQUS UNLISTED
CATEGQGORIERY AR OF JUNE a0, 1963

Unlisted only 1 Listed and registered on another exchange
Eichanpes

Clause 1 Clanse 3 Clause I Clause 2 Clause 3 +
AMEFCAN. . vnnrnvnns wrrmmamoan 148 2 22 4 1
Baoston_ .- 0 [ 123 220 1]
Chieago Board of Trade. ... _._ 1 0 3 0 0
Cineinnati...cccccvaeveeemvanann 0 [ o 122 0
Dotroit L 0 0 13 185 0
Honolulu... . 15 0 0 [ 0
Midwest.___... - Q ¢ 0 119 0
Baejfie Coast. .- - 2 0 58 173 1]
Phila.-Balt»Wash . 2 0 209 247 [}
Pittsburgh__.____ - 0 0 16 41 0
Salt Lake. - 2 0 g i 1
Spokane. . R 3 0 1 2 ]
LT « - 0 i} 0 3 0
b T U 171 2 442 1,126 2

PART 2.—UNLISTED SHARE VOLUME ON THE EXCHANGES—CALENDAR YEAR 1062

Unlisted only 2 Listed and registered on another exchange
Exchanges

Clause 1 Clause 3 Clause t Clausa 2 Clause 3 4
Amerjean_ .. __________.... 25,433, 759 15,480 4,032, 010 3,038, 500 15,330
BOSLON - ocececomemeaae a 0 2, 060, 689 2,160, 515 0
Chicago Doard of Trade. 0 ] [} 0 1]
Cineilnnati_ ... 1} 1] 1] 537,125 (1]
Detroit.. .- 0 ¢ 404,212 3,201, 654 4]
Honolulu.. 88,425 ¢ {4 0 1]
Midwest. ___ 0 0 ] 12, 018, 160 Q
Pacifie Coast..__ 2, 297, 636 a 3,857,755 7,063, 165 ]
Phila_-Balt.-Wash_ 1,139 0 4,763, 532 5, 466, 222 G
Pittsburgh______ 1] 0 238, 167 188, 976 0
Salt Lake. - B 0 0 1) 238
Spokane..... - 268, 508 0 7,820 47,885 0
beeling . aeee il L] 0 0 333 0
Total e 28, 119, 467 15, 480 13, 304, 385 33,842, 429 15, 568

t Refor to text under heading ““Unlisted Trading Frivileges on Exchanges."” Volumes are as repnrted
by the stock exchanges or other reporfing agencies and are exclusive of those in short-term rights.

t Tha catepories are aceording to Cleuses E, 2, and 3 of Section 12(f} of the Securities Exchangs Aet,

3 None of these 1asiies has any listed status on any domestic exechange,

+ These issues becama listed and repistered on other exchanges subsequent to their admission to unlisted
trading on the exchanges as shown.
: s I}upcllication of Issues among exchanges brings the figures to more than the actual number of issues
nvolved.
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Tarce 9.—Dollar velume and share volume of sales effected on securities ex-
changes in the calendar year 1962 and the §-month pericd ended June 30,

. 1963
ParT 1.—12 MONTIS ENDED DEC, 31, 1082
{Amounts {n thousands) !
Bonds | Stocks Rights and
' o warrants
Total
dotlar .
volume Doilar Principal | Dollar Share Dotlar | Num-
’ volume amount | volume | volume | volume-| ber of
: . units
Registered exchanges.....| 66, 563,988 | 1,729,726 1.?35.954 54,782,079 | 1,663,616 | 103,183 | 48,087
Amerlean. ... 3,800,212 43, 604 65,208 | 3,648,312 332,618 | 88,307 | 11,729
Boaston.... R 282, 354 0 } 0 252, 353 5,332 1 29
Chieago Board of Tr R 0 0 1} ' 1] 0
Cincinnati. .. 38, 520 89 100 38,448 [ 781 12 16
Detroft__. 230,013 |’ ] 0 230, m2 | 76,221 ™ ™
Midwest. 1, 511, 867 7 7 | §,511,815 39, 199 126
Watlonal_ - ' 500 Q) 0 309 225 0
New York. 49, 018, 954 1,665,620 | 1,719,232 [47,340,720 | 1,186,613 12,614 | 34,342
Pacific Coast__. - 1,097,21 10 8 | 1,096,032 44, 923 1,176 [ -+ 640
Philn.-Balt.-Wash. 577, 604 4268 00 577,149 14, 817 28 102
Pittsburgh..cvvr-x - 30,972 ] O 30, 672 ) 0 1]
Salt Lake.__ 1,736 b & 1,736 10,632 0 0
Snn Franciseo. - 1,319 O O 1,319 ;' 11,389 o 1]
SPOKAIE. . o e evommmwemm e 2,702 i 0 2,702 4,383 0 o
Exemptad exchanges_.... 21,842 1% 11 21,552 1,276 80 67
Colorado 8prings..ccevere-w 75 0 0 75 414 i} a
Honolulu. .- - 20, 551 10 11 20, 462 237 80 67
Richmond. - 640 0 0 840 11 0 a
Wheeling. - —ccocanimmcion 378 0 R 876 14 0 0
PaRT 2.—6 MONTHS ENDED JUNE 36, 1963
. . - Bonds Btocks ' Rights and
. . ' . warrants’
Total. !
dollar
voluma’ Doltar Principal | Dollar Share’ | Dollar | Num-
+ volume amount | volume volume | volume | ber of
units
Registered exchanges_._..| 30, 248,911 757,708 784, 828 |29, 446, 302 886, 210 44,901 17,085
---| 1,B15,868 |, 35,393 36,020 | 1,740,623 156,593 | 40,850 9,32
Basgton S| 132,960° 0 8| - 132,960 2,780 |} 0
Chieago Board of Trade .- a o0 o - [ 0 o 1]
Cincinnati . 19, 702 50 46 19, 852 393 0 0
Detroit._. - 144, 806 N o 144, 806 3,880 1 2
Midwest - 847,264 "} . ™ 847, 230 21,431 34 1
Natlonal. _ - - 208 . 0 208 . 113 ¢ Q
New York. .| 26,229, 261 722,207 748,883 |25, 504, 096 660,188 2,847 8, 906
Paclfic Coast,..- - 702,906 Lo 0 M, 927 24, 340 1,086 864
Phila.-Balt.-Wash._ - , 382 | . ' 58 €0 335, 324 7,928 0 )]
Pittsburgh_ . _____ w- - 15, 286 . O 0 15,286 376 . 1] o
Salt Lake ... ... - 1,712 | . & 0 1,772~ 6,491 . 0 1}
San Francisce Mining.. ... we |, L,.04. 0 108 2,314 [ 1}
Spokane_._._._.. 12,308 | i o 2,308 2,292 0 )
Exempted exchanges , .- 12,888 7 7 12,881 671 0 ‘0
Colorado Spritgs. oo 7 v 0o a7 104 0 0
Honolwlu________. - oL 12,50 LT .7 12,524 469 0 0
Richmond. A 174 : 3 ¢ 4 3 0 a
Wheeling. . 146 . ¢y, 0 M6, 5 . a a

NoTe.—Data on the value and volume of seeurities sales on the registered exchanges are roported in con-
nection with fees paild under Section 31 of the Securities Exchange Act of 1934. Included are all securities
.. sales, odd-lot as well as round-lot transactions, effected on exchanges except sales of honds of the U.8, Govern -
ment which are not sabject to the fee, Comparable data ere also supplied by the exempted eschanges.
Reports of Most exchanges for & given month cover transactivos effeeted during the calandar month, but
the reports may bo of transactions cleared during the ealandar month. Clearances generally occur on the
fourth business day after that on which the trade was effected. Figures are rounded and will not neces-

sarily add to the totals as sho
*Less than 500.

win.
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TarLE 10.—Comparative share sales and dollar volumes on exchanges

[Annual sales, Including stocks, warrants and rights, as reported by all U8, exchanges to the Commisslgn.
Figures for merged exchanges are ineluded in those of the cxelianges inte which they were merged]

Yoar Share sales NYS | AMS| MSE | PCS | PBS | BSE | DSE | PIT | CIN |Other
% % % % % o o % % %
681,970,600 | 73.13 | 12.42 | 191 248 076} 0.98| 0.85] 034 | 003 | 6.01
162,135,040 | 73.02 | 16.43 [ 218 | 2.98 .68 72 .74 .32 4 2,00
B3B, 460,880 | 73.19 | 14. 78 1.79 3.2 .70 .83 .50 .38 .03 | 4.51
843,331,878 | 78.08 | 10.85 | 2.27 | 2.67 .8 1.03 .76 .25 .04 | 3.57
468,330,340 | 78,23 [ 1130 | 228 235 .93 | L18 .76 -2 056 2,80
377,896,672 | 76.44 | 13.20 | 211 2.78 1.02 118 .82 .31 .08 2.06
311,150,308 | 73.96 | 12793 | 2.72) 2601 124 150 .B7 .36 J4 | 379
221,159,616 | 76,49 | 11.64 2.7 282 1.08 1.38 .80 .20 L12 297
486,200,826 | 74.68 | 18.72 2.20 1.92 .85 .78 .64 .20 07 2.08
465,623,183 | 73.40 | 18.87 | 207 | 240 il 81 .88 .28 06 | 2.48
760,018,138 | 65,87 | 21.31 | L.77| 298 .68 .68 . .40 W06 | B.51
803,076,532 | 68.07 | 18.37 L7 | 3.51 . - .63 .28 .05 6,83
513,274,867 | 69.82 | 16.68 | 1.67 | 4,22 . 1.05 .66 .18 08 | 4.43
571, 107,842 | 72.42 | 15,67 | L63| 3.85 .87 .78 .68 .18 08 4.36
516, 408, 706 | 73.51 | 14.48 167 3.72 121 .93 .73 .18 09| 8.47
893, 320,458 | 76.32 | 13.54 216 3,11 il .65 58 .18 00 2241
863, 018,401 | 74,40 | 14 60 210 3.54 .78 .70 .58 .18 08 3.08
732,400,451 | 71.21 | 16 08 2 43 3.85 - .73 N i 09| 4.05
718,732,406 | 72.64 | 15.85 | 228 | 3.%0 .83 .81 .B5 .15 L 2.88
1,053,841, 443 | 7104 | 16.87 2.00 3.24 L B8 N .53 .13 07 4%
1,321, 400,711 | 88.85 [ 19. 19 2.09 3.08 .76 .45 .89 .10 05 6.02
1,182,487,085 | 66.31 | 2,01 | 232| 3.2 W72 .47 .48 J11 05| b.27
1,263,021, 856 | 70.70 | 18.14 2.33 2.73 . 40 .38 .13 .00 4. 14
1,460,578, 512 | 70.31 | 19. 14 | 2.13 | 2.99 73 48 .35 11 L06 | 274
1,699,606,619 | 66.69 | 24.50 | 2,00 | 2,81 20 a7 .81 07 04 | 3.41
1,441,047, 664 | €8.48 | 22.27 220 3.11 89 .39 .34 06 .05 2
2,142,523,400 [ 64 69 | 25 68 | 2 22| 3,42 .79 ) | 3 .05 04 2.28
1,711,045,297 | 71.32 | 20,12 | 234 | 2.95 W87 .81 .36 .05 A5 1.83
Six months
toune 30 | oopg74,150 | 7255 | 18,30 | 236 | 278 | .87{ .31 | .a| .0a| .0a| L3
Dnllar volurne
_{000 omitted)
$15,300,130 | 86.64 | 7.83 | r32| 1.39 .68 134 -40 -20 04 18
23,640,431 | B8.24 1 8.60 | 1L39| L33 L62 LOS .81 .20 .03 14
21,023,865 87,86 | V.68 | 106 1.25 .60 1.10 .24 .20 .03 .11
12,345,418 [ 89 24 | 5.57 | 105 | 127 .72 1.5 BT .18 L0 .07
11,434,528 | B7.20 | 666 | Lv0| L37 82| L70 .34 J18 .06 07
8,419.772 | B6.17 7.68 2.07 162 .92 191 .38 .18 .00 .08
6,248,055 | B4. 14 7.45 | 2.59 1.67 1L10} 227 .33 .21 W12 .12
4,314,204 | B5. 18] 6.60 | 2.43 1L .86 2.33 . .23 .13 11
9,033,907 | 84.93 8.90 2.02 1.43 .80 L30 30 .18 .07 .09
9,810,149 | 8414 930 211 L70 78| L29 .34 .15 A7 11
16,284, 552 | 82.75 | 10.8L 200 178 VB2 1.16 a5 .14 08 13
18,828,477 | 82.85 | 10 73| 2.00 1.87 .79 1.23 33 .16 07 17
11,506,808 | 84.01 | 8.77 182 2,26 .61 151 .36 .14 11 A1
12,911,665 | 84.67 | 8.07 1,85 | 2.53 B8 1,33 .34 . 14 .10 09
10,746,935 | 83.85 | 8.44 1,957 248 1.1 1.43 39 .13 .12 .08
21,308, 284 | 85.91 6.85 235 2.16 .82 112 39 L1 11 .06
21,306,087 | 86.48 | 7.58 | 2.30 | 2.08 89| LO8 , 36 11 A1 .07
17,304,305 | 84.86 730 | 2.67| 220 000 L .43 .15 12 .08
16,715,633 | 85.25 | 670 | 284 | 2.20 106 | 104 .48 18 .13 07
28,140,117 | 86 28 | 6.79 | 2.42¢ 2.02 .84 . B9 .38 14 10 .08
38,039,107 | 86.31 | 6.98 | 244 190 .90 .78 .39 .13 .09 .08
35,143,115 | 8495 | 7.77| 275 | 2.08 .96 .80 .42 ] .08 .07
32,214,846 | 86.51 | 7.33 | 268l 202! 100 (] .42 12 .08 .07
38,410,660 | 8642 | 745 | 27| 211 1.01 W71 .37 .09 08 .05
52,001,255 | 83.66 | 8.53 | 2.67 1.94 1.01 .68 3 .08 07 06
46,306,603 | 83.81 | 0.35 | 273 | 3.95| 1.04 .60 .34 .06 .08 i
64,071,623 | 82.44 | 10.71 2275 | 2.00 .04 . 5O .37 .08 .07 .08
54,855,804 | B6.32 | 6.8I | 2.76 | 200 105| .46 | .42{ .e6| .07| .06
8ix months

to June 39,

1963 .- 20,804,084 | B6.46 | 6.04 | 2,87 2.38§ 114 .45 .49 .06 07 .08

Symbols: NY8, New York Stock Exchange: AMS, American Stock Exchange; MEE, Midwest Stock
Exchange; PCS, Paciflc Coart Stock Exchange: PBS, Philadelphia-Baltimore-Washington Rtock Ex-
change; BSE, Bosten Btock Exchange; DSE, Defroit Stoek Exchange; PIT, Pitisburgh Stoek Exchange;
CIN, Oincmnati Stock Exchange,
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Tapre 11.—Block disiributions reported by evchanges

_ [Value in thousands of dolia.rs]

177

Special offerings Exchange distributtons Secondary distributions
Calendar year
Num- Shares Value | Num- Sharey Value | Numm- Shares Value
ber sold ber . sad ber_ | sold L
9 812, 350 16 | 2,397,454 | 82,840
80 | 1,007,338 81| 4,270,580 | 127,48
87 1,053, 667 94 4,087,208 | 135, 760
79 947, 231 115 | 9,457,358 | 161, 961
23 308, 134 100 | 6,481,201 | 232,308
24 314,270 73 | 8,961,572 | 124,671
21 238,879 65 7,302, 420 | 175,991
32 600, 211 . 86| 3,737,249 | 104,082
0 15¢, 308 77| 4,280,681 | 48,
27 323,013 B& | 5,183,756 | 146,458
22 357, BOT 76 | 4,223,258 | 140,117
17 , 630 - A8 | 6,908,017 | 108,229
14 189,772 | 6,670 &7 705,781 | 24,664 B4 | 5,738,359 | 218,480
2 161,850 | 7,223 1% 258, 348 | 10, 211 116 | 6,766,767 | 344, B7E
8 131,755 | 4, 557 17 156, 481 4,45 146 | 11,606,174 | 520,
b , 408 1 1,845 33 304, 832 | 15,855 90 | 9,524, 509 | 338,062
5 88,152 | 3,286 8 819,876 | 29,454 122 | 9,508, 505 361, BB6
3 X 3,730 2 545,038 | 26,401 148 | 17,330,941 | 822,336
3 83,863 | 5,439 20 ' 441,864 | 11,108 82 | 11, 439 065 424,
2 35,000 | 1,604 33 | 1,197,266 | 58,072 130 | 19, 910 013 | 926, 514
2 48, 200 41 2 345 076 | 66,450 58 12, 143, 656 | 658, 780

1The first special offering plan was made effective Feb. 14, 1942; the plan of exchange distribution was

made effective Aug. 21

1953; secondary distribuflons are not meds pursuant to any plan but generally

exchanges require members to obtain approvsl of the exchange to participate In a sacondarsr and a report
on such distribution is filed with this Commission. .

TABLE 12.—Reorganization proceedings under Chapter X of the Btmkruptcy Act
in which the C’ommwswn was ¢ party dyuring the ﬂaml yea'r 1963

. Securities and
- Petition Exchange

Debtor District court | Patition filed approved Comission
. notice of ap-
' pearance filed
Admiral Oils, Ined ____________________:___ W.D. Okla_.__| June 27,1962 | June 27,1862 | July 30,1962
Alasks Teleplhone Corp. coe o veeiinnen W.D, Wash_..| Nov. 2,185 | Nov. 21,1956 | Nov, 7,1956
American Fusl & Power Co, (4subsidiaries)?) ED. Ky __._. Tee, .6, 1935 | Deg, 20,1855 | May 1,140
American Seal Savings & Loan Assoclation?. ! June 23,1961 | June 30,1061 | Aug. &, 1961
Aspic Investment Corp. e oo o v e June 29,1062 | July 24,1962 | Aug. 28,1962
Astratherm Corp.? e Jan, 18,1962 { Jan.- 18,1 Feh, 23,1062

Atlas Sowing Centers, Ine. (493ub31d1anes)l June 22,1062 | June 22,1842 | July 24,1
Antomatlc Washer C03 - .o D Oct. 17,1956.| Nov. 2,1956 | Nov. 2, 1956
Bevis Shell Homes, Ine, (2 sudsidiaries) 1..._| M.D. Fla_--_‘_ June 27,1962 | June 28,1962 | July 20, 1962
Brookdale Lodge, fme 0 N.D, Calii....| Bept. 18,1862 | Sept. 24,1962 | Oct. 5, 1962
Brookwood Country Ciub --| N.ID. Feb, 17,1959 | Mar. 38,1959 | Mar, 19,1950
Bzura Chemical Co., Ine. (1 subs:dlary) 1.0 DN Feb, 6,1 Feb, 61563 |-Feb. 11,1083
Cal-West Aviatlon Inc N.D. Oct. 26,1962 | Oct, 26,1961 | Oect. 28,1961
Central States Electric Corp.__ ... E.D, Feb. 26,1942 | Feb. 27,1042 | Mar. 11,1942
Certifled Credit Corp. (4 subsidlarles)! 8.0, Apr, 2,18683 | Apr. 2,1963 %Pl‘- 10,1063
Charlotte Motor Speedway Ined. _.__ w.D. Nov, 3,106t | Nov. 3, 1861 | Nov. 3,1161
Cluts, Corp., Thel ... ... D. Colowmoo.- Nov. 5,1062 | Nov, 7,1062 ( Jan. 28 1063
Coastal Finance Jorp f Do Md.. Feb. 15,1956 | Feb, 18,1056 - Apr. 16,1958
Coffeyville Loan & I.nvestment Cn.,lnc i..| D. Kana. July 17 1059 | July 17,1959 | Aug. 10,1950
Colorado Trust Deed Funds? .| D. Colo.. Sept., 5. 1961 | notapproved | Nov. 2,186l
Coamo Capital, I.uol ....... N.D, 0L APr. 22,1063 | Apr. 22,1063 | Apr, 26,1963
Davega Starea Corpd . . A.D. I, Jume 46,1962 | June11,-1952 | June 6,1062
DePanl Educatlonal Ald Socletyd ... N.D, i Jan, 5,185 | Jan. 13,1969 | Feb. 4,1459
Dilbert’s Leasing & Development Oorp.t E.D. N. Mar, 14 1963 | Mar. 14,1063 | Mar. 15,1063

Dilbert's Quality Supermarkets, Ined_ .. _|...._ [T Ao |o.-a {4 (A Do.

Dixie Aluminnm Corp,2 ___ . ___ N.D. Ga. Trec, 12,1860 ("Deel 16,1960 Dee, 21,1860
Dixie Fertilizer Co., Inc. 2,1, Mis Tuly 21,1861 | July 22,1061 | Aug. 18,1061
Doctors’ Hospital, Ine.\. . .. _____.. A.D. Iow Dec. 14,1862 | Feb. 15, 1983 | Jan, .25, 1863

Dumont-Au'plane & Marine Instruments ' - -
Ine. (1 subsidiary) ) oo . 8.D. N. Oct, 27,1958 Oct. 27 1058 | Nov. 10,1058
El-Tronies Ine.? ... ... E.D, P Nov. 25,1958 | Nov, 25,1958 Jun, 16,1059
Equitable Enterprises, Inei. M.D. F June 19,1962 | July 5,1062 | July 24,1962
Equitable Plan Q0.2 cueicmeveicmmemmmn 2.D. Ca Mar. 18,1048 | May 26,1958 | Mar, 27,1858

See footnotes at end of table.
T17-943—€4—13
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TABLE 12 —Reorgenization proceedings under Chapler X of the Bankruptcy Act
{1 which the Commission wag a parly during the fiseal year 1963—Continued

Securities and
Petition Exchange
Debtor District court | Petition Aled approved Comunission
notice of ap-
pearance filed
Farmers Federation Cooperativez. .| W.D. N, Car.| Feb. 61(62 | Feb. 7,1962 | Apr. 13 1962
Frank Fehr Brewing Col_._._____ Oct, 90,1962 | Oct. 10,1962 | Nov, 26,1962
Fleetwoud Mote]l Corp.._......_ Sept. 26,1960 | Sept. 27,1960 | Nov. 4. 1860
Flora 8un Corp. (§ suusiﬁianes) Feb. 27, 1662 Apr. 25,1002 | June 5 M2
Florida Southern Corp.! May 17,1962 | Muoy 17,1962 | July 12,1962
Fagd Town loed .. July 20,1959 | July 29,1959 | Aug. 13,1954
G FE Injustries Ine.! Sept. 19,1963 | Sept. 20,1963 | Dec, 14, 1963
Greneral Stores Corpd .. Apr, 30,1958 | May [, 1956 | May 23,1056
Great American Developiment Co_. June 1,1961 | June 3, 1961 | July 28, 1%61
Guarunty T1ust Deed Corplo..___ , 18,1964 | Mar, 4, 1964
Hudson & Manhattan Ralroad Co.s 5 14,1854 | Jun,  7,1455
Hughes Homes Ing, (4 subsidiaries)_. 15,1461 | Oet. 14, 1961
Inlund Gas Cornp.a_ ... 1,1935 | Mar, 28, 1939
F. L. Jacobs Co_..oooo. . 15,1839 | Mur, 2, 1954
Keeshin Freight Lines Ine, (3 s 31,1046 | Apr. 25,1949
Kentucky Fuel Qas Corp3__. E. 1,1935 | Mar, 28, 1959
Kentueky Joekey Club Ine R . 49,1659 | Jan. 18, 1960
Kirchofer & Arnold Ine_.__ -| E. 51954 | Nov, ¥, 1958
Leeds 1omes, Inc. (53 subsidiarios)? -| E. 16,1062 | July 26,1982
Liberty Baking Corp.3 ..... .| B. 22,1957 | May 2,1957
Magie Mountain Inc2- - Iy, 15,1960 | Oat. 20, 1860
Magnolia Park Inc. L 26, 1958 | Oct, 24, 1957
Maron Mortgage & Invesiment Co, (3 sub- | D b, 31,1860 | Nov, 9 1960
sidlaries;
Morehend City Shipbuilding Corp E.D. N, Cur..| Nov. 51858 | Nov. 51959 | Nov, 9,195
H. H. Mundy Corp, {1 substdiary)_ NTD. Okla_..| Apr. 17,1961 | Apr 17,1861 | May 2%, 1961
Muskegon Motor Speciuliies Co F.D. Mich._..| May 11,1961 | May 11,1961 | May 12, 1961
Joe Newgomet Finanee Co.l D.Colo_._..._| Apr. 26,1883 | Apr. 26,1963 | May 2, 1963
New-Kanawhu Induslrla] [

sidiary)oooan S.D.W.Va.._| Now. 2,1962 | Nov. 31962 | Lec. 31062

Parker Peiroleum Ca., X W.ID, Okla_.__[ May 6, 1056 | May 6,1958 | June 9, 1958
Plekman ‘Trust Deed Corp._ | N.D. Calir- | June 13,1960 | Tuoe 13,1960 | June 13,1960
Precision Trangtormer Carp.t_ ... ... N.DL T ... | Aug. 13,1962 | Aug. 13,1982 | Aug. 13,1962
Prudential Diversified Servlces 4 sub-

stdiariesyl .. ... D. Mont. ... Mar, 26,1963 | Mar. 26,1963 | May 3, 1963
Seranton Corp. (3 subsidiaries) 1.1 TPa.. Apr, s 1954 | Anpr. 3, 1950 Apr, 15,1050
Shawano Development Corp ... . D. 5 P PR . | N Apr. 13,1958 | May 20,1959
Sire Plan, Ine., The (13subsidiaries)l .. S DNY. .. | Feb. 16 1963 | Feb. 16,1983 | Feb. 18,1863
Sire Plan Manggenient Corp,, The (4 sub-

aidiories, I elilate) o dO.ueeno..| Mar. 4,1903 | Mar, 4,1963 [ Apr, 39,1963
Sputhern Enterprise Cotp. (Isubmdlury) o B Tenr . Oct. 41,1858 | Nov. 3,1058 | June 18,1960
Southwest Fuctories, Ine.l ___ _a...—--c....| W.D, OKla. July 27,1962 | fuly 27,1962 | Aug, 23,1962
Sotthwest Foundation ine____________2__ T.N. Mex. May 19,1960 | June 22,1960 | Oct. 31,196)
St. John's View Sites o .. ... 5, D, Calil, July 6,1062 | July 6,1962 | Ang. 20,1962
StardustIned oo A Juty 18,1958 | Sept. 14, 1956 | Sept. 7,1956
Swan-Finch il Corp. (1 subsidiary)__ . Jan, 2,1958 | Jan, 2,1958 | Jan, 27, 1948
Taylor International Corp. {lsnbsidla.ry)l__ Dec. 28 1982 | Jan. 2.1963 ;| Febh, 27,1963
Tele-Tronies, CoJo___ovaemooao L. July 26,1962 | July 27,1862 | Sept. 13, 1962
Tenax, [oe, (t subsidiary) ¢ e Nov, 30,1862 | Nov. 30,1862 | Nov. 30, 1862
Teyas Portland Cement Cod______ July T7.1958 | July 7,1958 | Aug. 12,1958
Third Avenue Transit Corp. (5 subsid-

TAPIEBY . s tmiicacmme o imm e e Qct. 251948 | June 21,1949 | Jan. 3,149
TM T Trailer Ferry Inc. (4subsidiaries). June 27 1857 | Nov, 15,1957 | Nov, 25, 1857
Townsend Growth Fund Inc. Muy 10,1961 | Muy 10,1961 | May 10, 1961
Trans-United Industries, Inc.!o__ Apr. B 1963 | Apr. 29 1963 | May 27, 1863
Trinity Buildings Corp. of New ¥ Jan. 18,1945 | Jan. 18,1945 | Feb. 19,145
Trustor's COTP_ oo Sept. 14.1861 | Oct.  9,1961 | Oct, 17,1981
Twentieth Century Foods Carp Oct. 30.1961 | Nov. 9,1861 | Feb. 21,1962
J.8. Durex Corp. of Colorada?_______ Feb, 4,1959 | Feh, 9,1958 | Mar, 31,1958
u.s. Chen‘lcul Milling Corp. (1 subeid'

lary)!? 8.1, Calif____ Aurg. 20,1062 | Aus. 99,1982 | Qet. 1, 1462
Vineo Corp.! E.D. Mich_..| Apr. 1,1963 | Apr. 58,1963 [ Apr. 9,1963
Walco Building Carp., - N.D. . July 31,1061 | Bept. 15,1061 Sepr,. 15,1961
Windermere Hotel Co?_ . ... ____|.____ o Bept. 13,1960 1 Oct, 12,3960 | Oct. 24,1960
Yuba Consolidated Tndustries Tne..____.| N.D3. Calif-...| Mar. 21,1962 | Mar. 21,1062 | Mar, 23. 1062

1 Commission filad notice of appearnnce in fAscal year 1963,

* Reogranization proceeding closed during

fiseal year 1963,

¥ Plan has been substantially epnsummated but no final decree has been entered because of pending

matters.
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TaABLE 13.—Summary of criminal cases developed by the Commission which were
pending at June 30, 1963

Nuuntber of | Number of such defendanis
such de- as to whom cases are pend-
Number of | fendants as ing and reasons therefor

Cases | defendants | to whom
n sueh cases have
cases been ¢om- | Not yet (Awailling|Awalting
pleted Appre- trial appesl

hended

Pending, relerred to Department of
Tustice in the fiscal year—
1538,

MuUOoOQOOoODCOCO S . DD~
—_

=HOORNOOCOONNHFOOOOS AN—ONEDGoD

WO w SO OO S RNt i DO o
L =L T I =l - = e R == )

=]
o L=L Rl Ll — Rl — R T T U ol R Y e Yo )
a

3
]
106 17 2
a0 41
200 47 1 1 1
118 51
43 9
Li02 656 193 81 357 25
SUMMARY
Total eases Pending ). e ... 149
Total defondantd 1 eeeeon e eenear et eneean- . —

Total defendants as to whom cases are pending . _________..._. [ AP U deemmmmee e B73

1 As of the ¢loge of the fiseal year, Indictinents had not yet been returned as to 206 pro defendants
in 44 onses referred to the Department of Justice., These are reflected only in the recapliulation of totals
at the bottom of the tabls,
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TABLE 14.—Summary of cases instituted in the courts by the Commiszsion under
the Securities Act of 1933, the Securities Fechange Act of 1934, the Public
Utility Holding Company Act of 1585, the Investment Company Act of 1940,
and the Investment Advisers Act of 1940

Total Total Cages Cases | Casesin-| Total Cases
eases in- | ¢eses | pending | pending | stituted | cases ¢losed
stituted | closed at end atend | during | pending | during

Types of cases up to endjup to end| of 1983 | of 1902 1963 during 1963
ol 1963 of 1963 fiseal fizcal flsenl 1863 fiseal
fisead fiscal year Four year fiseal year
year year year
Actlong to enjoln violations of
the above Aots. cvimavaouueas 1,274 1,160 114 103 106 212 09
Actions to enforce subpoenas
under the Securities Act and
the Securities Exchange Act.. 80 83 7 2 12 14 [:}
Actions to carry out voluntary
plaps to comply with Seotion
1K(b) oI l;he Holding Coxu-
pan b 145 139 8 7 1 8 3
Misce baneuus actions, . £7 42 & G B 14 9
Total. o oocaan 1, 566 1,424 132 118 130 248 nyz

TABLE 15 —Summary of cases instituted against the Commission, caseg in which
the Commission participated as intervenor or amicus curiae, end reorganiza-
tion cases on appeal under Choepter X in which the Commission parlicipeted

Types of cages

Total
©ased in-
gtituted

up to end

of 1963

fiseal

year

Total
coses
closed
up to end
of 1963
fiscal
wear

Cases
pending
at end
of 1863
fiscal
year

Total
enies
pending
during
1983
tiscal
yonr

Cases

closed

during
1963
fiseal
year

Actions to enjein enforcement
of Securities Act, Securities
Exchange Act and Public
Utility Holding Company
Aet with the exception of
subpoenas issued by the
ComMmIssion e cecauas

Actlons to en{oin enforcement
of or complisnce with sub.
poenas issued by the Com-
21 F5:%:0 1) 4 R

Petitions for review of Com-
mission’s orders by couris of
appeals under the varions
Acts administerod by the
COMMIARTION e o e ccm e cmee

Miscellanoous actions against
the Commission or officers of
the Commisston and cases in
which the Commission par.
tielpated as Intervenor or
LT L

Appeal ¢ases under Chapter X
in which the Commission
partleipated .o veeeammnaanas

258

268

182

59

248

186

12

14

14

14

14

10

1t

28

15

14

782

744

38

31

3

34




TaBLE 16.—Indiciments returned for violation of the acls administered by the Commission, the Mail Fraud Statule (Sec. 1341, formerly
Bec. 338, Tille 18, U.8.C.) and other related Federal statutes (where the Commission look part in the invesligation and development of
the case) which were pending during the 1963 fiscal year.

Wame of prinefpal  |Nuomber U.8, District Tndictment
defendnnt of de- Court returned Charges Status of case
fendants

Aanberg, Henry O. 2| Wyomlng. _._._._. Sept. 4,1062 | Becs. 5(a)(2), 17(a), 1833 | One defendant pleaded guilty to 2 counts of the indletment on Apr. 30, 1963
(Titanel, In.). Act; Secs. {iﬂ, 1341 Title Retmaining counts dismissed as to this defendant. Another defendant

. 18 U.5.0, pleaded gulliy to 7 counts of the Indictment on Muy 20, 1963, Pending.
Abrams, Joseph 6 | Bouthern Distrivt | Apr. 3,196k | Secs, 5(n)(1) and 6{a){2), | One defendant deceased. Pending.
%uul);na;lc Washer of New York, igsa Ascté'; See. 371, Title
0., Inc.), , U.8.C.
Addison, John Milton. 10 | Morthern District | May 16, 1980 | Secs, 6{a)(2), 5{c) and 17(a), | Appesal filed Feb. 21, 1061, from the conviction of 6 defendants. Opinlon
of Texns, 1933 Act; Becs, 371 and rendered affirming convictions, May 24, 1983, I’ending as to remaining
1341, Title 18 U.8.C. 4 defendants,

Alhert, Sydney L, 7 | Southern District | Mar. 14,1680 | Secs, 5(a) (1) and {2}, 1833 | All defendants arralgned; pleaded not gullty and posted bonds, Pending.

(Bellanes Corp.). of New Yark. Art; Secs. 94a){2), 16{w)
and 32{a), 1934 Act; Secs.
2 g‘% and 1821, Title 18,

Albrecht, Harry 1| Western District | Nov, 10,1860 | Sacs. 5(a)(2) and 17(a}, 1933 | Defendant apprehended and bond fixed ab $10,000, Peniding.
Willinm. of Oklahoma, IAch;CSEG' 1341, Title 18,

Amiges Cas & Ol 4 | Enstern District | Dec. 5,1062 | Sees. 5(a), 17(a), 1933 Act; | Pending,

Corp, of Texas, %ec;.cwl. 1341 Title 18

Attaway, 8r., Curtls 1} Westetn THstrict | Nov, 2,1961 Secs. '5('3) (2), 17(a), 1933 | Motion of dismissal Aled by defendant and denied Sept. 18, 1962, Defendant
e, of Louisiana. %cé: OSec. 1341, Title 18 deceased.

Batten, Franklin L. 1 | District of Colum. | Aug. 27,1962 | Sers. 1506 and 1622 Title 18 | Pending.

[Bagten and Co., bla. U.8.C.
e.),

Benjamin, Martin B | Southern Distrlet | Feb. 20,1062 | Sees, 5(r), 5(cy, 17(w) and 24, | Four defendants found guilty. Sentences imposed ranging from 6 montha
{American Equities of New York. 1933 Act; Secs. 2, 1341 and to1yearsnd 1 day, AIZFeHl filed by 4 defondants from their convigtions.
Cotp.). 2314, Title 18, U.E.C. One defendant acquitted. FPending as to remaining 4 defendants.

Bennett, Sterling W___ 4 | Eastern District | June 3,1863 | Sec.17(a), 1033 Act; Bec, 1341, | Pending.

{ Bouth Title 18, U.8.C. and See.
Carolina, 371, Title 18, U.8.C.

Bergmsan, Vernon o | Bastern District | Jan. 24,1062 [ Sec. 17(n), 1933 Act; Secs. | Both defendants filed notices of appeal from the judgment of their eonviction

%vans}{smomon of Texas. {?431 éand 2314, Title 18, entered Aug. 2, 1962, Pending,
vans). B.0.
Berman, Charles B. 26 | Sounthern Disiriet | Dec. 2, 1958 | See. 17(a), 1933 Act; Secs, 371, | Opinion filed denying motlons of 3 defendants for severance and granting

(Cornelis DeVroedt
Co.).

of New York,

1341 and 1343, Title 18,
17.5.C.

limited inspectlon and certain particulars. Pending,

HININ-XINTML
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TasLE

See. 338, Title 18, U.8.C.) and other relate

“the case) "which were pending during the 1963 fiscal year—Continued

16— ndictments relurned for violelion of the ecls administered by the Commission, the Mail Fraud Statute (Sec. 1341, formerly
Federal stalules (where the Commission took part in the invesligation ani developmmi of

Name of prineipal  [Number, U.8, District Indictment, : : t
defendant of da- + Court returned v Charges Btatus of case
fendants T SN
Bernstein, Albert 8 | Southern Distrlet | Oet. 3,1861 | Sec. 371, Title 18, U.5,C. | Pending.
g. )A Winston & ] of New York, , : C o .
0,}.
DO [ %) S [a S, Jun, 15,1882 § Sec. 371, Title 18, UR.C____|. Do,
Blrrell Lowelt M i6 |- 00 eeoo....| Mar. 1,1961,[ 8ses. 17(a) and 24, 1833 Act; | Four lndlvidual defercdants and 2 corporate defendants plended gullty to
(Doeskln Produets, ’ Secs. 10{b}, 32(a} and Rule varlous gounts of the indictment; ancther defendant pleaded goilty (o an
Ing.). [ 0b-5, 1934 Act; Secs. 2, information charging violations of See. 10(b) of the 1934 Act. Pending.
. J ) ) 1341 aud 2314, Ttile lB L - . ; .
Black, Ellic Dorothy. . 1 Montana_o. ... Tuly 23,1952 Sec. la(a] 1833 Act; Sec, 1341, | Defendant on guilty plea sentencad to 3 years fiprisonment on count 1 and
' . . s ) Title 18, U.5.C.; bcc 10¢h) 1 year on ¢ount 2, 1o run cunearrently, for violationg of See. 17{a) of 1933
A and Rule 10b- 5. 1834 Act. Act.
Black, Morrls (Great 4 | Scuthern District | Oct. 65,1961 Sec. 37!,'1‘1l.le 18, U.S.C ...... Peuding.
iw(ﬁt. Grass Olls, i of New York., o L
1d.). i
Bowden, Norman E, 1 { Northern District | Aug. 31,1960 | Seca. S(a) ("), 17(n)[1) 1833 | Closed.
(8.12.C. Distribu- of (teorgla. Act; see. 1341, Tiile 18,
tors & Sales Co.); L " U.S.C.
N b . T T S 70 (< s S, Mar. 5, 19622 Secs, 5(3)(2), 17{n), 1933 Act; | All defendants apprebended, Five defendants pleaded not guildy. Pend-
E]ecsL.I gL 1 and. 1341, Title ing. -
Brenck, Francis J__.:.. 1 | Western District | Mar. 7,1963 | See. 17{a) ‘1933 Act; See. Panding,
n of Washtngton. | 1341 Title 18, U.8.C. and
e N See. 1001, Title 18, U.8.C,
Broadley, Albvert E, 5 Western Disteict | July 17,1947 | Sces. 5{&)(1) and-(2) and 17 | One defendant dccesacd. Pendlng ay to remaining 4 defendants,
(Hudson Securities). of New York, (8)(1}, 1933 Act; Sees. 371
) . ) and 1341, Title {8, U.8.C.
Byrnes, Joe H. (In- 8 7 Southern Distriet | Feb. 28,1962 | Secs. 5(&)(2) 17{a}, 1033 Act; | ALl det’endants found guilty and sentances imposed ranging rrom 18 mnuths
.Eespor)s,Mortgnge of Florlda. lsjm 37 and 1341, Tiele ls to 3 yeara J une 18, 1963, Pending,
oFp.}. -
Cage, Ben Jack 6 | Northern District [ Apr. 22,1960 Eec 17{3), 1833-Aet; Sees. | $10,000 bond set for 5 defendants. One defendant deceased and 1 defendunt.
%Barj\kers Bond Co., et of Texas, o :{‘;'IS and 1344, Title 18, dismissed. Pending as to ibe 4 remnaining defendants,
ne.), T EER o
Caine, James E. 6 | Western Distriet. | Mar, 28,1961 | See. 1?(&) 1933 Act; Secs, | Five defendants glven sentences ranging Irom 1 year and 1 day to 18 months
{Estates Life of - “-~| - ~of Washington. - . 571 -and 1341, Title 18, and placed on 5 yeurs probation; 1 defendant dismissed ond 1 defendunt
‘Washington). Lo ) - . U.5.C, Pgled appesl rom his conviction on Dee. 27, 1362.  Appeal denied May 3,
Cannon, Jr., Thomas ' 5| Alaska__ . .. _._.. Mar 20,1962 | Secs. 5(a)(2) and 17(a), 1933 | Order entered Dee. 27, 1962, dlsmissing the Indietment as to 1-defendant..

P (Capltal Funds,
Inc.).

"

Act; Becs 371 und, 1341
Title'18 U.8.C.

Notleo of appeal ﬁled to bflc JUSSC from.the order entered Dee, 37, 1062,
Pendirig as to § defendants.

Z8T
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Carroll, Howard P."
(H. Carroll & Co.).

Charnay, David B.
(Walker-Stovens,
- Inen),

Charnay, T.hnl.d
{Walker-Stevens,

Ing),
Chron, Robert T .____
Clark, William.______"_

Cohen, Leon Allen
* {Continentat Under-
writers, Inc,),

Cohn, David M._._.__.

; [
Columbus Rexall Con-
solidated Mines Co.

Vidalakis, Nick 8__
Cayias, Willtam J__
Cramer, L. L
Corrigan, Herbert E.
(insured Mortgage &
Tiile Corp.), .
Cromer, Lyman L.
{Golumbus Rexall
, 0i1 Ca.

Columbus Rexall
0Ofl

Crowell, Alec M .......

(&)

n

10

Southern District
of Calllornia,

Southern District

of New York,

Mew Hampshire. -

Massachusetts. . .

Northern IMstriet
of Georgla, *

Eastern District
of Arkansas,

Souibern District
of Floridn,

Eastern District
of Loufsinna,

Sieé footnotes at end of table.

-| Sept.

May 23, 1562

June 21, 1962
Juno 24, 1963

May 27, 1963
Mar, 2, 1960

Bept. 17, 1959

Sept. ©,1062

May 31,1961

Naov,
Jan.
Jan
Feb,

30, 19611
1119621
12.18621
26,1962

28, 1961
Nov. 8, 1961 t
. 8,1961%

Aug. 2,1662

Ser, 17(), 1933 Act.. ...

¥
Sec, 1621 Title 18 U.S.C .....

Sees, 17(a) aud 24, 1033 Act;
Bees, 0(a)(2) and 32(a),
1934 Act,

See, 17(a), 1933 Act and Sec.
1341, Title 18 U,5.C.

Secs,  17(w)(1), 1933 Aci;
Secs. 371" and 1341, Title
18, U.5.C.

Secs, . 17 (11, 1033 Act:

Ser. 1341 ITlﬂe 18, U.8.C.

Baes, 5(a)(1), A2 and
17{a}, 1633 Act; Sec, 15(a),
934 Act; See. 1341, Title 18

U.8.C.
Seca. &(a)(1), 5{n}(2), 5(c)
and 17(a), 1933 Act; Sces.
" 371 iand 1341, Title 18,

;.8.C.
Rule mIH 1934 Act_ ...
e 1 10h-6(3), 1934 Act..__ ..
See 17(n), 1933 Act; Sec, 1341,
Title 18 U.5.C. .

Sees B(n)(2), 10{h), 32(a}
Rule 1 (51)—6 1934 Act;
%ecs 2. and 371 ’Tltle 18

Secs. 9{8)(1] 9(:1)(2], 10(b)
and 32(a), 1934 Aet; Sec
an, Tltlt‘. 18 uU.8.C.

Secs., 20, 32(a), 1834 Act;
Sees, 4 and 371, Title 18

U.s.C.
Se('s. s(n](l), 5(e) and 17(n),

Ber. 1341, Title
18 U.S. D, A See, 371,
. Téle is, U.S.C.

Both defendunts found guilty on all colints of the imlictinent; carporate
defendant fined a nomingl flne of §50.00 shhee company is defunct;
remaining defendant flued 32,500 and placed on prehation for 1 year.
Appenl filed hy individual defendant . Pending.

Pending.

Tria,

Do,

One defendant plended puilly; suspended imposition of Senience and
placed on probation for a period of 5 years. Action dismissed as to the
remaining defendant.

Notice of appea! filed by 1 defendant Irem judgment of cenviction entered
Mar, 14, 1961, Decision rendered affirming conviction and judgrent
entered suspending his sentenve and placing hiin on probation for a
perlod of 2 years,

Defendant found guilty on 10 counts of an [-count jndictment charging
violations of Secs, S(a) and 17(a) of 1933 Act; Bec. Li(a} of 1834 Act and
mail fruud statutes, Remainim.r count (lismis‘wd -Pcuding, L

T1tt.een defendants convicted; varlouq scm.enccs and fines ranging from $2040
to $36,000 were Imposed. OllL defendunt was dismilssed; 2 defoidants
were a.cqulttcd wnd 5 defendants appeiled from Lheir convietions.  Pend-
ing as to the remaining 10 defendants.
Closed.
Da.

Do.
Trefendant apprehended May 2, 1963, Pending,

Closed.

Orders entered dismissing the indictment as to 9 defendants; 1 defendant
plended gulliy 1o inforination charging violation of Rule 101-6¢3).

Order entered dismissing the indictment as to 4 defendants. Notice of
appeal filed from the dismissal entered Feb. 14, 1962, and dismissed by
stipulation Sept. 25, 1862,

Pending.
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£81



TABLE 16.—TIndictments relurned for violation of the acis administered by the Commission, the Mail Fraud Staluls {Sec.
Sec. 338, Tutle 18, U.8.C.) and other reluted Federal statules (where the Commission ook part in the investigation and

the case) which were pending during the 1963 fiscal year—Continued

1841, formerly
development of

Name of principal  [Number U.8. District Indictment
defendant of de- Court reiurned Charges Status of cass
fendants
Curils, Lee A, Jr. 8 | Northern District | Bept. 17, 1059 | Bec, 17(a){1), 1833 Act; Sec. | Romalning defendants dismissed on Sept. 10, 1962,
{Greater Goorgla of Georgia, 1341, Title 18, U.8.C.
nyestment Corp.,},
Trenner, Robort M. & [ Bouthern District | May 18,1960 | Sees, 6{(a){1}, 5(n)(2}, 5(c) | Closed.
uPont Mortgaze af Florida, and 17(a)(1), 1933 Act;
0.). Bec, 1341, Title 18, U.8.C.
D0 e -3 P Ao Mar. 1,19613( Sec. 17(a), 1933 Act; Secs. [ Twa defendants found guilty on Sec. 17{a} of 1933 Act and Sec. E341, Title
371 and 134), Title 18, 18, U.B.C.; 1 defendant sentenced to 3 years, suspended after 3 months
B.C. toltowed by probation for 2 years and 9 monihs and flned $1,500: the
other defendant fined $1,000 and placed on probation for 3 years; indict-
ment dismissed as to 1 defendant, Appeal filed and dismissced for lack
of prosecution,
Stern, James_______ G — do e Mar, 310611 Se.‘fi 110%)i01§9§4 Act and | Defendant pleaded nolo contendere and was soatenced to pay a fine of $500,
ule X~ A
De Pasquale, Ralph 8 | Southern District | July 21,1981 | Secs, 17{a) and 24, 1033 Act; | Pending.
{General Investing of New York, Sgcs]jzé Zgl and 1341, Title
otp. , U.8.C,

Dywire, GeorgeJ. (South- 2 | Eastern District Mar, 1,1961 | Sces. 5{a) (2}, 17(n), 1933 Act; ; Both defendants pleaded gullty to count 1of Sec. 17(s).  On Nov. 19, 1062,
western Productions of Oklahoma. Sec, 1341, Title 18, U.8.C, 1 defendant was sentenced to '8 months $mprisonment and the other
Investment Co.), defendant. to t year, Remsining counts dismissed,

Edens, Arnold E_.____ 1 | Eastern District June 14,1961 | Secs. 17(a)(1) and (2), 1933 | Defendant found guilty and sentenced to 16 years Imprisonment.

of Arkansas, Act; Secs, 134] and 2314,
Title 18, 17.8.C.

Eichler, Robert {Arleo 7 | Scuthern Distriet | May 28,1962 | Sees. 2,371 and 2314, Title 18 | Throe defendants were glven sentences ranging from 8 months 1o 2 years and
Assoeiates), of New York, U.8.C. fines of $2,600 and $10,000 imposed on said defendanis. One defendant

deceased. Pending as to the remaining 3 defendants,

Eizenman, Ray {Inter- 4 | Bouthern District | Awg. 23,1062 | Sec.17(a), 1833 Act; Sec, 1341 | Closed.

City Finance Corp.). of Florida, Titke 8 T.5.C.
B 01 S L T — U [y S, Nov.,15,10622__.__ L1 o One defendnntf}lcaﬂcd quilty to violating the anti-frand provisions of 1033
Act and muail fraud statuie ond sentonced to 3 years, Two defendnnts
found guilty Apr. 17, 1963, sentenced to b years imprisonment and flhed
$10,000, Indictment <lismissed as to the romaining defendant in June,
1863. Pending.
Elbel, Donald R, {The 1| Kansas___.....__... Sept. 20,1962 | Sves. Ba)(1), 5(n)[2)r, 17(a), | Pending.
Coffeyville Loan 1833 Act,; See. 1341 Title 18
%nd)Investmcnt, Co,, U.8.C,
ne.).
Farrell, David (Los 3 | Southern District | Mar. B,1961 | Seq. t7(a) (1), 1033 Act; Sees. | Glosed.
Angeles Trust Deed of California, 371 mnd 1341, Title 18,
and Mortgage Ex- 5.C,
change).

1
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Fewell, George Hermil-
ton {Permian Op-
erating Co,, Inc.}.

Filosa, Frank Robert
(Filosa - Securities
1 Co).

Forsythe, Thomas G. -

Franklio, H. Wayne.._

Fricke, Paul .
{lyualoe Drive, Inc.).
Fry, Clark L ___......

Qarfield, S8amuel (Sha-
wino Development
Corp.).

Garcfield, Samuoel S.
(United Dye &
Chemieal Gorp.).

Qeorge, David ILloyd
(Na.t.[onal Tractor
Rentals, Ine):

Getchell, Franeks E.
(Fl.orldn Palms

Gll.bert Edward M.
(Celotex Corp.).

Gotdsteln, Benjamin. ..

Gradsky, Normaa
{Credit Finance
Corp.).

123

33 |-

—

16

1

Western District
of Ternessee.

Colorodo....._. -

Easr.ern District
af Ilinois.

Mew Mexieo. ..o

Northern District
of Lllinois.

Western District
of Wisconsin.

Southern District
of New York.

Montana......___.

Southern District
of Florida.
. [ I
Southern District
of New York,

‘Southern Dlstrict
of Florida. '

See footnotes at end of table.

Dec. 20, 1861 ¥

Dee.

Oct.

Dec,

Apr,

Feb.
Jan.

Apr.

July

Aug.

14,1062

31,1961

B, 1861

25,1663

28,1963
7,196
13,1901

14, 1961

25, 1861

Jan, 15, 1957

June

.| Aug. 19, 19577

28, 1062

May 2,193

June

14, 1961

Sees. 5(3)(!). 5{ax(2), 17(u)
an o)y 1 Act; Sec.
1341 ’I‘it!e 18, 7.5:C. and
Sec. 871 Title 18 U,B.C.

Becs. 17(s) and 24, 1933 Act;
Secs. 10(b), 32 ‘and Rule
10h-5, 1934 Act; Sec, 1341,
Title I8, U.B.C.

Secs. 5(3)(2} and 17(a), 1833
Act; Secs, 371 and 1341,
Titie 18 U.8. C

Becs. 6(a)(2) and 17{u), 1033
Act; Sec. 15{a) and Sec. 24,
1934 Act; See. 1341 Title

.5.C. and Sec 3n
'Pmu is UU.8.C.

See. 17(a), 1933 Act and
See. 1341 Title 18, U.B.C.

Secs 5(8)(2) and 17{a), 1933

ct.

Secs, 6(g), 5(0), 17(&], 1933
Act; Sees. 37 1343,
Title 18. U.8 C

Sces. B{a)(l) end 24, 1933
Aect; Hecs, 9(8}(? §()(6) ,
and’ 32(a), 1 ct; Secs.
2 and 371, "Title 18, 4.5.0.

Sec, 17(3), 1633 Act; Sces, .
a7 and 1341, Title 18

Secs. 5(s) and 17{a)(1), 1933
Act; See, 1341, Tiile 18

B
ecs. lﬁ(a) 32(&) 1934
Acr. Sees, 2, 141, 1 1343 and
2314, Title 18 U.8,C.
Secs 5(a}(2) 17(a), 24 and 2,
éct' Bee. 371, Title 16

U
Sec. 17(a) 1933Act Sccs 37
and 1341 Tiile 18 U.8.C.

One defendant found not gulliy. Twao defendants found puiliy on 32
counts of indietment; 1 delen ant sentenced to & total of 10 years and
fined $86,500; the ather defendant sentenced 10 & total of 4 years and fined

£52,000. "Both defendants appealed. Pending.

Pcnd’mg.

Corporate defenéant fined $2,500 for violating count 9 of See. 17 of 1933 Act;
" the other defendant sentenced to 2 years; served 2 months 1o prison and
remmnder of sentence suspended; del'endant plaged on probation for 1

0[10 dcl‘endant pleaded guilty to 1 (raud and 1 conspiracy eount.and sen-
tenced to 3 vears probation and fined $5,000, " Remaining defendant
pleaded guilty to 1 fraud count and placed on prebation for 3 years and
ﬁ::jcd $3,000, Remaining counts dismissed as to both defendants.

Pending.

Do. '
CA-7 remanded case to the Disielet Court for new trial. Delendnng
pleaded guilty to 1 count of See. § of 1933 Al and senteneed Lo 5 years,
One defendant pleaded guilty; sentencing deferred, Pending. .

Nineteen defendants found gulliy on various counts of the indietment; 1
defendant pleaded nolo eontendere, and 4 defendants appealed from their
convictions. Peuding s to the remaining 18 defendants. .

Qne dcicudant pleaded guilty and sentenced to 1 year on aach count to run
eonsecutively; sentence on last 2 counts suspendged, and placed on proba-
tion for 5 years. Order entered Jan. 17, 1863, dismissing the indictment as

Cto rcmaitung defendants. "
lesed.

Indictment dismlissed as to Lhé _remaln.ing defendant.
Pending.

Do.

’I‘en defendants found gullty on all counts of the indictment: sentences
ranging from 1 to 20’ years. Appeal filed by each defendant from their
convicticns, Remaining defendant not yet apprehended, Pending.
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TABLE 16.—Indictments returned for violalion of the acts administered by the Commission, the Mail Frand Stalule (Sec. 1341, formeily
Sec. 338, Tille 18, U.8.C.) and other related Federal stalutes (where the Commission took part in the investigation and development of
the case) which were pending during the 1963 fiscal year—Continued

Name of principal  (Numbhber U8, District Indictment
defendant of de- Court returned Cliarges Blaius of case
fendants
Grant, Harry To._._..._ 2 | Northern District | Sept. 19, 1961 | Becs. 5(8)(1}, 17{s), 1033 Act; | Pleas of not gullty entered by defendants and bond set for $1,000 cach.
of Illinots. See, 1341, Title 18 U.S.C. Motion to dismiss indictment filed by hoth defendants. Pending.
Gray, Chestar G | Southern District | Aug. 2,1951 | Sec. 17(n}, 1933 Act; Secs. 371

( Im)pcrlﬂ! Petrolenm
o).

Qraye, James C.

(Jamas C. Graya Co.)

Yetman, Jack ...

C(ireenberg, Jacoh 0.
(Morris Ma¢
Bchwebel}.

h
) B O,

Gregoty, Keuneth H.
(Canam Invest-
ments, Ltd.}).

Qrene, Robert {Secu-
rity Guaraniy Co.,

Inc.),
Gully, Guy W._ ...

Guterma, Alexander L.

{United Dye &
Chemieal Corp.).

Garfeld, Samuel 5_____

of Florlda.

Southern BDistrict
of New York.

Now Hampshire_.
Southern DNstrict
of Florida.

Western THatrict
of Pennaylvania.

Southern Distriet
of New York.

_____ (10, .

May 18,1940

SBept. 15, 1960

Feb. 6 1961

Sopt. 21, 1961
Aug. 31962
Dec.  7,1961

Aup. 25,1959

Nov. 2, 1860

and 1341, Tlile 18 7 9.C.

Secs, 5(a) (1) and (2) and
Sec. 17(a) 1933 Act: Sees,
371 and 1341, Title 18
U.s.Cc

Secs. 8(a)(1), 5(a)(2), 5le)
and 17(a}, 1933 Act; Secs.
371 and 1341, Title 18,

U.8.0C.
Saee. 371, Title 18, U.S.C.____

Secs. 5(a){l), 5(a)(2), and
17(s), 1033° Act; Secd. 2
and 371, Title 18, U.8.C.

Secs. 5(a)(1) and (2) and
17(a), 1933 Act; Bacs. 371
and 1341, Tlile 18, U.9.C.

Sec. 17(a), 1933 Act; Sec.
1341, Title 18 U.5.C.

Secs. B(B)(1), 5(a)(21, 17(a),
1833 Act; Sec. 371, Title 18
U.s.C.

Seea, 17(a) and 24, 1933 Act;
Secs. 13, 14, 20{c), 32(a),
1034 Act and See. 371,
Title 18, U.8.C.

Secs. A{a}(1) and 24, 1933
Act; and See, 371, Title 18,
us.c

One defendant acquitted May 23, 1962. Ono defendant on plea orfuilty
sentenced to 1 year, suspendod and placed on probatlon and fined $500.
Two defondants sentenced to 3 years imprisonment; filed naotlee of appoal
on their convictions. Opinion rendered alArmning the convictions on
Margh 20, 1963, Petition for writ of cerliorari filed by 1 defeadant.
Pending as to 3 defendants. i

Judgraanis of gulity were entored as to 25 defendants, 1 defendant dis-
missed and 3 defondants deceased, as noted In previeus roporf. One
dafendant sentenced to 3 yoars, exeeution of sentence suspended after §
months and placed on probation for 5 years. Pending as to 20 defendants,

Pending as to 1 defendant.

Motion by defoudunts to dismiss Loth indietinents denied Jan. 15, 1962.
Pending.

Da,

One defendant arraipned and plesded guilty to counts 11 and 12 of Sec.
1341, Title 18, U.8.C,; sentenca of L year lmposad and suspended and
deéqindant placed on prabation for a period of 2 yeurs. Pending.

Ponding.

Two defondants on plea of nolo contendere fAned $1,000 nnd $5,000 respec-
tively. Indietment dismissed as to 1 defendant. Three defendants
acquiited on May 24, 1963,

©Ona defendant pleaded guilty. Impositlon of sentence suspended and
defcndant placed on § years prohation.

Do,

981

NOISSININO) HONVHOXHT dNV SHILIMNIES



Haley, Fred T.
(Ialey 0il Curp.).

Hensley, Davld Earle
(D. Earle Hensley
Co., Ine.).

Herck, John, ..._....._

Herr, Walter E.
{American Sales
Training and
Research, Ine.).

Howard, Robert A.....

Howard, Robert A.
(Montana Chemleal
Corp.),

Hughes, Paul M.
(World Wide Inves-
tors Corp.).

Johnston, 8. Brooks
{Johnston & Co.,
Ine.).

Johnston, Stuart
Braoks.

Keller, Herman J_..___

Keller, Herman J. &
Keller Brothers
Securities Co., Inc.

Kevin, Melvyn....___.

13

Western District
of Michigan.

Western District
of Washington.

Eastern District
of é\itchlgan.
a

Northern District
of Illinois.

Seuthern District
of New York.

Northern Distriet
of Chio.

Southern 1Mstrict
of Florida,

Southern District
of Texas.

Massachusetts. ...

Southern PMstriet
of New York.

Bea footnotes at end of table.

Mar. 1,1961

Mar. 22,1061

July 30,1942

Nov. 30,1961

Dec.  7,1960
Oct. 31,1961

Nov, 18,1940

Sept. 12,1062

Qct, 10, 1962
Feb. 51963

June 27,198
June 27, 1963

June 15,1862

Sees. 5(a)(2}, 5(c} and 17(a)
of 1933 Act; Becs, 371, 1341
and 1343, Title 18, U.8.C.

See, 17{a), 1933 Act; Scc.
1341, Title 18, U.8.C.

Sec. 17(a) (1), 1933 Act; Secs.
271, 1341, Title 18, U.S.C.
Sac. 15(a), 1934 Act.__._____
Sep. 15(a) (1) and (2), 1933
Act; Sec, 371, Title 18,

v.a.c

Sec. 17(a} 1933 Act ;Secs. 371
and 1341. Title 18, U.5.C.

See, 17(a), 1933 Acl; See,
1001, Title 18, U.5.C.

Secs. 5(a)(1), 5(a)(2), 1933
Act; Sec. 10(b) and Rule
10b-5, 1934 Act; Sces. 1341
and 2314, Title 18, U.8.C.

Sees. 5(n){1), 5(a)....

See. 17(n), 1933 Act; Sces.
371, 1341, Title 18, U.8.C.

Sees. 1341, 1343 and 2314,
Title 18, U.8.C.

Sec. 10(b) and Rule 10b-5,
1934 Act; See, 1341, Title
18, U.8.C.

Sclc. 10(b) and Rule 10b-5,

Act,

See. 17(a), 1933 Aet; 1341,
Title 18, U.5.C. and See.
371, Title 18, U.H.C,

Sec. 10 and Rule 10b-5, 1934
Act; Sec, 2 and See. 32,
Title 18, U.8.C,

One defendant found guilty for violating Secs. 5 and 17{a} of 1933 Act;
Seed. 371, 1341 and 1343, Title 18, U.8.C,, sentenced to § years imprison-
ment on each of 16 counts, sentences t¢ Tun concurrcaily; the other de-
fendant on his plea of guilly to 2 counts of the indictment charging
violation of See. 5 of 1933 Act sentenced to 2 yesrs imprisonment on each
count to run eoncurrently, Hemaining counts dismissed as to this de-
fendant on motion of the government,

Defendant pleaded guilty to 1 count of Sec. 17(a) of 1833 Act and sentenced
to 3 years imprisonment.

Indictment dismissed on Dec. 31, 1962,

Defendants found puilty of viclatlons of anti-fraud provisions of the 1933
Act oud Mail Froud statute June 26, 18963. Pending.

Defendant apprehended Dee. 30, 1960, and posted $5,000 bond. Pending,
Both defendants acquitted.

Two defendants pleaded gullty; sentencing deferred.  Six other defendants

leaded not goilty and were admitted to bail in amounts ranging from

¥5DD to $15,000. One defendant sentenced to 18 months lmprisonment.
Appeal pending.

One defendant pleaded guilty and was sentenced to 5 years imprisonment,
suspended and placed on probation. Corporate defendant fined $25,000,
Pending as to the remalining defendant,

Defendant pleaded guilty Dec. 21, 1962, to 3 counts of a 6-count, indictment
and was sentenced to 3 years imprisonment. Ponding.

Pendinp.

Do.
Do.

Defendants picaded not guilty. Dismissal as to both defendants.
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TABLE 18, —[ndiciments returned for violation g

the acls administered by the Commisgion, the Mail Fraud Statute (Sec. 1341, formerly

Sec. 338, Tille 18, U.8.C.) and other relatedf Federal statutes (where the Commission look part in the investigation and development of
the case) "which were pending during the 1963 fiscal year—Continued

Napme of principal  (Number 7.8, District Indictment
defendant of de- Court returned Charges Status of case
fendants

Kimball Securities, 20 | Sputhern Disirict | Dee. 7, 1958 Secs 5{a)(1), 17(a) and 24, | Five defendants given fmpriscnment ranging from 6 months to 3 years;
Ing, of New York, 1933 Act; Secs. 2 and 371, 6 defendants suspended sentences {rom 1 year to 5 years; 1 defendant

Title 18, "U.8.0. sentence suspended and fined $5,000; sentenclng deferred as to 1 defendant;
1 defendant aequitted and 1 deconsed. Appeal filed by 3 defendants from
the judgment of their convictions. Pending us to 8 defendunis,
Algranati, Mayer__ 1. Oeeececeeen.| Mar, 25,1960 | Sec. 1621, Title 18, U.8.C_...| Pending.
Khmmgs, Atnold T., 8 | Colorado,.-.—__...] Oct. 26,1962 [ Secs, 5(&)(2) 17{3) 1933 Act; Tro,
(Duugfas Corp.). %ccss 0371 1341, Title 18,

Kirchofer, Robert Carl 2 | Eastern District Ape. 11,1901 | Secs. 5(a)(2) and 17(a), 1933 | One defendant on his plea of nelo coniendere found guilty on 7 eounts of
(Kirchofer & Arnold of North Act; Sec. 15{a), 1934 Act; the indiciment charglng him with vislatlons of Bees. 17(a}(1) of 1833 Act,
Ine.), Caroling. Sees. 371and 1341, Title 18, 15(n) of 1934 Act and Sec, 1341, Title 18, U,8.C. Senteneed to § yeors on

u.8.C, all counts; suspended sentence and pluced on probation for 3 years; ithe
remuining defendant on his ples of guilty to the same eounts, sentenced
to a perlod of 3 years on all counts; sentence suspended and placed on
probation for a period of 2 years,

Larson, Richard A, 4 | Sputhern District | Mar. 18,1963 | Bec. 17(s), 1933 Act; Sec, | Pending.

{Nat.lona] Hecurity ol Indiana, 100, 1834 Act and Seq.
Life Insurance, Go.). 371, Title 18, U8

Leason, Hayden 7 | Eastern Distriet Jan. 9, 15863 Heca.” 5(8) (2), 17(5], 1933 Do.
{Leasan & Co., Ing.). of Missourl, Act; See, 10{h), 1034 Act;

%B%s 371, 1341, Title 18..

Lederer, Joseph H_ ... 6 | Southern District | Sept. 14,1861 | Secs. 5(a)(1) and 24, 1933 | Two defondants pleaded guilty to cownt 1 of See. 371 Title 18 U.8.C.

of New York, Act; Bees. 371 and 1341, Pending.

Title 18, U.8.C.

Laofferdink, Allen J. 8 | Colorado. -.o——... Oct. 31,1981 | Bee. 17(a), 1833 Act; Secs. | All defendants acquitted,

{Denver Acceptance 371, 1341 angd 1343, Title
Corp.). 18, U.8.C. i

Lincoln Securitles 21 | OMle e e Apr, 19,1960 | Seca. 5(a) (1) and (2), 3(c) | Senteacing imposed on 13 defendsnts ranging from 1% months to 2 yenrs
Corp. and 17(a}, 1933 Act; Secs. with varipus conditlons for probation as to some defendents, fines from

%;IS End 1341, Title 18, $1,000 to $3,600; 4 defendants dismissed and 1 deceased, Pending.

Little, Tames E.___ .. 1 | Eastern Distriet Dec. 51082 | Sec. 5(a)(l} and See. 17(a), | Defendant found guilty on 8 eounts of o 10-count lndietment and sentenced

of Missourl, 1933 Act. to 4 vyearsin prison June, 1863. Remaining 2 counts dismissed, TPending,

Lombard, Barl Y___.___ 2 | Distriet of May 21,1963 | Sce. 17{a), 1933 Aci; Secs. | Pending,

{Zohimbia. 1202, 2201 and 2203, Title

, D.C.
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Tow, Harry (Trenton
Valley Distillers

Corp.}.

Mekris, M_A.S.
{Inter-City Financo
Corp.).

Manley, Donald F_____

Mann, Wayno M. _...-

Mutheson, Harry B,
(San Juan Petroleum

Corp.).

MeDanlel, Paul E,
(Ambrosia Minerals,
Inec.}.

MecLean & Co., E. M,
%‘ngon Qold Mines,
td.).

Mende, Milton Z.
(Morlh Amerlcan
Petrolenm Corp.)

Moyer, John (Treasure
Btate Llfe Insurance
Co.)

Swanson, Glenn O...._

Maxham, Jerome BE____

Muchow, William
Mark.
Murray, John (Ala-

bama Aceeptance
Corp.).

13

Eastern Distriet
of Michigan.

Southern District
of Florida.

Eastorn District
of South
Carolina.

Worthern District
of Illinois.

Massachusetts

Soutbern District
of Texag,

Eastern District
of Michigan.

Bouthern District
of Californla.

Eastern District
of Washington,

of Indiana.
Northern District

of Hlinois,

Northern Distrlet
of Alabama,

Ses footnotes at end of table.

Feb.  3,1939

Q¢t, 18,1941

Oct.  §,1962

May 29, 1962
July 26, 1062

July 10, 1982

Oct, 21, 1041

Apr. 26, 1961

Mar, 21, 1081

JR [0 T

Jan, 5, 1962
Jupe 27,1963

Sopt. 4,1958

See. 17(a)(1}, 1933 Act; Sec.
1341, Title 18, U.S.C.

Bec.17(a), 1933 Act; Secs. 371
ang 1341, Title 18, U.5.C.

Sec, 17(a), 1833 Act and
Sec. 1341, Title 18, U.B.C.

Bees, 5(c), 17(a) 1933 Act;
Sec. 1341, ‘Pltle 18 U.8.C.
Bees, Bln), 17(a), 1033 Act:
Bee. 371, Title 18, T.S.C.

Becs. 6(n) and 17(a), 1033
Act; Sece, 9(a) (2) and 32,
1934 Act; Bec. 371, Title 18,
U.5.0

Sec. 15(a), 1934 Act_.__.____

Becs, 5(e)(and (2),1933 Act,
8ec. 371, Titls 18, U.8.C.
Sec, 17(a} (1), 1933 Act; Heecs.

371 and 1341, Title 18,

U.8.C.

Hecs, 6(a), 5{a){1),17(a}, 1033
Act; Secs, 2, 371 and 1341,
Tiele 18, U.8.C.

Bee. 17(a), 1033 Act; Sees,
871 and 1341, Title 18,
u.s.q,

1341, Title 18, U.8.C.

Secs. 5(a) and 17(a), 1933
Aci; See. 1341, Title 18,

U.8.C.
See. 17(a)(1), 1833 Act; See.
1341, Title 18, U.5.C.

QOrder entered Dee. 13, 1962, dismissing the remaining defendant.

Both defendants plended guilty to vielations of the anti-{rsud provislons of
1933 Act and conspiraay; 1 defendant senieneed to 5 years, imposition of
sentence suspended and placed on probation for 5 years. emalning
defendant sentenced to 3 yoars, sentence suspended and placed on proba-
tion for 3 yeara.

Defendant sentenced to 2 years imprisonment on his plea of guilty to tho
second count of the indictment, June, 1963, Remaining eount was
dismissed.

Defendant pleaded not gullty to all counts of the indlctment, Pending.

To.

Do,

Indictment dismissed on Dec. 31, 1962.

Do.

One defendant pleaded gullty on two Sec. 17(s) counts; sentenced Lo 1 year
gach count to run epneurrently; execution suspended and lplm:ed on piro-
bation for 3 years followlng present Incarceration on a mail fraud convie-
tion; Indietment dismissed as to 2 defendants. Pendlng.

Twelve defendants found gullty and recelved sentences ranglng from 30
davs to 80 months; 2 defendants fined $5,000 eack; I defendani appealed
from his conviction. Pending.

Closed,

Defendant pleaded guilty to count 2 of Sec. 17(a) of 1933 Aci and count 3 of
mail fraud; senfenced to 5 years on each count, ta run coneurrently, sus-
pended and placed on probation for 3 years.

Pending.

Appeal filed. Opinion rendered affirming convictions of Mstrict Court.
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TarLE 16.—7adictnients returned for viclation

the acls administered by the Comniission, the Mail Fraud Statute (Sec. 1341, formerly

o
Sec. 338, Tiile 18, U.8.C.) and other relatedf Federal statutes (where the Commission look part {n the investigation and development of
the case) which wers.pending during the 1963 fiscal year—Continued

‘|Number

Name of principal . T8, District Indictment . ; .
defendant of de- Court =" ' returned ' Charges s Status of case
fendants vo.
Newman Associates, 28,| New Hampshire..| June 16,1960 | Secs. 5(a)(1}, 5(a)(2), 8(c) | Fourteen defendants pleaded guilty and 4 defendants plended nole ean-
Philip. . . and 17(a}(l), 1933 Act; tendere; received sentences ranging from'3 months to 3 years. Other
. : A Secs, 371 sod 1341, Title sentences suspended and defendants placed on probatlon and 2 defendants
i , U.B.C, | fined $400.  Indictment dismissed as to 2 defendants. Pending as Lo
\ ) ) remalning 8 defendants, . o
Nikoloric, Leonard A, .3 | District of Nov. 27,1962 | Secs. 5(a)(1} and 5(a)(2),'| Defendants waived indictinont and pleaded guilty to 1 count each of &
(American Orbl- ot Columbia. 1033 Aect. ' 3-count. information. Each defendant fined $2,500 for violatlons of the
tronies Corp.). | . 1933 Act, ‘ ‘
Parker, T. M, [ne._... 16 | Eastern District Apr. 27,1854 ; Sec. 371, Title 18, U.8.C_____| Pending,
R of Michlgan,
0 0 T 16 d : See. 1341, Title 18, U.B.C_._. Do.
Do___ 15 _do See. !7(3;, 1933 Act_. Dao.
DO oo 15 |- doo .| 8ec. i5(s}, 1934 Act__ Do. .
Pecl, Jr., Joseph A. & | SBouthern District | Seo. 17(a), 1933 Act; Secs. | Filve defendonts convicted by jury on Apr. 12, 1862, on 9 counts of Lhe
(Insured Capktal of Florida, . 371 End 1341, ' Title 18, 11-count Indictment; sentenced to serve 2 years on ench count to run

Corp.}.

Pennell, Truman Ken-
neth (Sceurity En-
terprises, Inc.).

Powell; Trwin Vincent.

Powis, Francis Alger-
non Gaylord ¢A. G,
. Powis & Co., Ltd.).

Prettyman, L. Travers’
(Thunderbird De-.
velopment Corp.).

o

Northern District
of Texas.

Southern District
of New York.
Cobnectlent...___

Taly 13,1962

TJan.- 15, 1962
May 10, 1961

Feb, 27, 1962

"See, 17(a)

3, 1933 Act; Secs,
1hy, I5(c)(1} and Rules
[0b-5 and 15¢1—4, 1834 Act;

. Bee, 1341 Title 18, U.8.C.

Becs. 2, 1001 and ‘1505, Title
18, U.B.C

8, U.8.C,
Becs. 6{a)(l), b{a8){2) and
17{a), 1833 Act; Secs, 371
and 1341, Title 18, U .8.C.

Secs, §(a}(2), 17(s), 1933 Act;
Hecs. 371 and 1341, Title
18, U.8.C.

consecutivily, or & total of 18 years as to cach defendant. Notices of
appeal filed by 5 defendants. Opiulon rendered affirming the convictions
. of appellants, Pending o8 to.the remaining defendant.
Twao defendants pleaded not guilty, Pending.

Pending,

Order entered dismissing 1 defendant Nov. 8, 1961.  One defendant pleaded
guilty to count 14 charging violation of SBec. 5(a}{2) of 1933 Act and sen-
tenced io 1 vear imprisonment, exccution suspended and placed on pro-
bation for 2 years and Aned $200 10 stand committed until pald, Pending
ag to the remaining 20 defendants. . . \

One defendant on plea of guilty sentenced to 2 years imprisonment on couznts
23, 24 and 25, charging violatlons of Sec. 5(a)(2) of 1933 Act and fined
$300; sentencing io run concurrenily as to grison sentence only; execuilon
of prison sentence on all 3 counts suspended and defendant placed on’ pro-
bation for 2 years on condition that fifte of $1,500 be paid within & months.
Bemaining defendant sentenced on each of 15 counts of a 28 count indict-
ment, to serve 5 years, to run concurrently; impesition of sentence sus-
pended on 8 other counts and defendant placed on probation for 5 years.
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Price, Danlel {(Na-
tiopal Electro Proc-
css Corp.).

Re, Gerardo A, (Re,
He wnd Bagarcse
Swan-Finch O1
Corp.).

Hobertson, Thomas E.
(Amc'rlcan Cana-

dian Qi & Drlllmg

Corp.),
Roe, D. H. {Stratoray
0Oil, Ine.).

Rowitz, Abraham, _._

Schaeler, Carl T______
Settles Wayne &

Settles O3l Co., Ine, |

Sherwood, Robert

Maurlce.
Shindler, David L.___

8ills, Rohert Bernard
(Sills & Co.).

Silver State Farms,
Inc. (\'allcy Farms

South Dudley Prltch-
L ett ('Wllham Now-
man & Co.).

Bplvey, Vernon M____.

Springer, Alan C. {Ar-
kansas Business De-
velopment Corp.),

Steel, Herbert |

Johannes, =

~

Eastern  District
of Virginia.

Bouthern District
of New York.

Northern District
of Toxas,

Narthern District
of Nlinois,

Southern District
of New York.

Northern Distriet
of Illinois,

..... L

Cannecticut.. .. -

Southern District .

of New York.

‘Bouthern District

‘of Floridn,

; New Jersey .......

Eastern Distrlct
of Wisconsin.

| Bastern Distriet

of Arkansas.

Southern Distrlot
of Mew York.

See footnotes.at ¥nd of table.

Dec. 18, 1969

Apr. 12,1082

June 17,1059
Aug. 16,1857

Nov. 8,1962
Feb, 1,1083

Mar, 26, 1953
Mar. 28,1063
July  3,1062
June 28,1957

Feb. 5,1958 |

Jan. 26,1960

Dee. 13,1058

Aug. 30,1061
Feb. 20,1061

June 14,1963

Secs. ﬁ{a)(?) ﬁ(c} m%d 17(a)

nd
1341 Tithe ls VL.
Secs, B(a}1)
2, a7t, aud 1001, Title 18,
va.c

Secs. 5(a)(1) and 17(g), 1833
Act.

Bees. 5(a)(1) and (2) and
17(a)(1}, 1833 Act; Secs.
371 ‘and 1341, Title 18,
U.8.C :

Bec, -17(s), 1933 Act; Bec.
1841, Title 18, U.8.C.

See, 17{n), 1933 Act ang Sce.
1341, Title 18, U.B.C.

Becs. 5(n)(2) and 17{(a), 1933
Act,

Sec. 17(a), 1933 Act and See.
1341, Title 18, U.B.C.

Sees. 6(&)(1), 6(a)(2), 17{»)
and 17(b}, 1933

‘See. 17(a](z3 1833 Act: Sec.

0(a)(2), 1934 Act; Sec. 371,
Title 18,

U.5.C,
Be:tlzz 17(3)(1). 1943 Act; Bec.

1934 Act; Sec. 134
Title 18, U.5.C.
Sec. 471, 'i‘me 18, US.0.....

Hees, 5(&) 4} and l7(a]. 1933
Act; Becs
Title 18, U.

Fitie 18, Usé

Sees. 5(3) (1), 6(a)(2} and 24,
1933 Act; Bec, 371, Title 18,
and Bec. 1001,

U.8.0.
Title 18, U.8.C.

1033 Act; Secs, *

1341.

Indietment dismlssed as to 8ll defendancs,

FPending,

CA-2 sugtained defendant’s con vichon on all but 3 counts, court modified
! sentence and placed defendant on' probation,

Appeal filed [rotn the judgment of the district cousrt Méy 2,1862. Decislon

rendered aﬁirmipg the judgment of the district court,

Defendant pleaded guilly and was sentenced to 2 years impristnment on
all counts of the indictment to be served concurrently; suspended senience
and placed on § years probation. Pending.

Defendant on his plee of guilty was sentenced on June 18, 1063, 1o 2 years
imprizonment on each of 3 counis of the indictment, Sentence suspended
and defendant placed on 5 years probationn. Pending.

Defendunt sentenced Lo 2 years lor vmlatmm of rq,i‘:tmtion and anti-fraad
provisions of 1933 Act,

Pending.

Da.

One defendant deceased; other defendants awaltl:;g trial.  Pending.

One defendant previously convieted: -The remaining defendnnt pleaded
‘guilty to 1 count of See, 17 of 1833 Act; sentenced to a 3-year suspended
sentence and placed on probation for 3 ycars

Three defendants found gnilty on 1 count of the indictment charging con-
spitapy to commit maill frand; 2 defendanis pleaded nelo contendere;
<1 delendunt. acquitted, Pcnding on appeal os to 1 defundant.

Ona defendant deceased; 2 defendants are still fugltlves nnd rcmmnmg die-
'Ienda.nts awailing t.rial I'emﬂng . 3

Pending
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TABLE 16,—Tndiciments refurned for violation of the acls administered by the Commission, the Mail Fraud Staiute (Sec. 1841, formerly
Sec. 338, Title 18, U.8.C.) and other related Federal stalutes (where the Commission took part in the investigalion and development of
the case) which were pending during the 1963 fiscal year—Continued

Name of principal [Number| U.8, District Indictment
defendant of de- Court returned Charges Siatus of case
fendants

Sylk, Albert T, 1 | Northern District | Jan. 8,19862 | Sec. 1001, Title 18, U.8.C__._| Deferndant on plea of gulliy sentenced to 2 years on each of 2 connts to run
{Nvlonet Corp.). of Georgla. coneurrontty; court suspended 18 months of the santence leaving 6 months

' of the sentence to be served, and imposcd a total Ape of $10,000.
Talenfeld, Murray A.._ 4 | Western District | Mar. 15,1900 | Secs. 9()(2) and 32(n), 193¢ | Closed.
of Pennsylvania. Act; Bee, 2, 371, 1001, 1341,
%13483 c';md 2314, Titlo 18,
DO e 4| Ao .__..__._..] Mar.8,1081% { Sec, 37, Title 18, U.8.C...._| One defendant on nolo confendere plea fined $7,500, glven suspended sen-
tenee and placed on probation for & period of & years; 2 defendants on
pleas of guilty sentenced to 1 year an<d placed en probation for § years and
fined $10,000 each. Pending as to remaining delendant,
TH o cceeiemmnam L N — [ [ T I do_.._....| Bees. 2, 1341, 1343 and 2314, Dao.
Title 18, 1/,8.C.

DO oL 4 | do o do_._.....| Sce, ﬁ%ng (2), 1633 Act; Sces. Do.
9(a) (2 and 32, 1934 Act;
See, 1001, THtle 18, U.S.0.

Tellier, Walter F, 1 | Eastern District | Apr. 26,1956 | Sec. 17(a), 1933 Act; Sec, | Defendent pleaded not guilty, Pending.

[Comsolidaged of New York, | 1341, Title 15, U.B.0.

}Jm?ium Mines,

ne.).
Tellier, Walter Fo.__._ i R 1 SR Aupg. 3,1956 [ Bec. 17{(a), 1033 Act; Secs. | One defendant arralgned and ball previously set in the amount of $25,000
%ﬂs (alnd 1241, Title 18, continued, Pending.
Metz, Abraham M_____ | T IR N do,.._....} See. 1821, Title 18, U.8.0.__| Pending.
Thayer, Sylvester A_.__ 1| Colorade____._____. Feb. 27,1962 | See. 1621 Title 18, I7,5.C__._| Defendant eonvicted on 4 ¢ounts of the indictment; sentencing deferred.
%plr{]}iion and order entered vacating conviction snd granting a new trial.
ending.

Vin Allen, John {Qulf 20 | Southern District | Mar. 24,1960 | Secs. 5(e} (1) and {23, f(c), 17 | One defendant pleaded guilty to all counts; sentencing deferred. Five
Coast Teaseholds, of New York. and 24, 1033 Act; Secs. 2 defendants pleaded goilty to certain counts of the indictinent. Pending.
Inc). and 1341, Title 1%, U.8.C.

DO 3 — [ 1, S, June 16,1960 | Secs. 2 and 1001, Titls 18, | Diswissnl as to 1 defendpnt June 7, 1962, Pending as 1o the remalning
U.5.C. defendant,
Veditz Co., Tne.,, JTean [ ) - L () T, Apr. 51963 | Bec. 371, Title 18, U.5.C_; | Pending.

R. (Mono-Kearsarge
Consolidated Min-
ing Co.).

Bec, 17{(a) and 3ec. 24, 1943
Act; Secb134l and 2, Title

8!
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Veitreino, Joseph Do

Wallgeh, Donald ______
Warner, J Arthor &
Co., Inc,

Wasserman, Frank L.__

Wilensky, Joseph J.__,
Winston & Ce., Inc,
1. A,

[

M

Eastern District
of Michigan.

Massachuselts. ___

Southern District
of Florida.

Southern District
of New York.

Feh. 15,1963

June 27,1963
July 71983

Sept. 14, 1062

Apr. 17,1963
July 20,1961

See. 17(a), 1933 Act; See,
1¥b) and Rule 10b-5, 1034
Act; and Sec, 1341, Title
18, U,8.C.

See. 17(a), 1933 Act..________

See, 17(a) (3}, 1933 Act; Secs.
371 and 1341, Title 18,
U.B.C.

Sec. 17(n), 1933 Acl; Sec,
10(b) and Rule 10b-5, 1034
Act; Sec. 1341, Title 15,

U8 C.

Sec. 10(b) and Rule 10b-5,
1934 Act,

Sees, 3(n)(L), 5(m)(2}, 17(n)

and 24, 1933 Act) Sees, 2,
371 and 1341, Title 18,
U.8.C.

Do,

Da,

Six defendants found guilty with senlences raneing from 1 to 2 years pro-
bation and fines of $1,000 to $5,000 1mgﬂscd on said defendants. One
delendent decessed. Dismissal as to 3 defendants. Pending as to 1
defendant,

One defendant plegded gailty to all counts of the indietment and was sen-
tenced to 1 year imprisonment,

Pending.
Various defendants posted bonds ranging {rom $1,000 to $25,000. Pending,

L Information,
1 Buperseding indiciment.
2 Additional indictment,

JHOJHY TVANNY HININ-XLNIML
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TABLE 17.—Injunclive proceedings brought by the Commission which were pending during the fiscal year ended June 30, 1963

. Num-
Name of principal ber of U8, District " Initiating Alleged violations Status of case
defendant defend- Court papers filed
ants
Adams, NoTinan 1 | Southern District | Osct. 31,1962 | Sec. 17(a}(3), 1933 Act; Sees, | Complaint and request far the appointment of u receiver filed Oct. 31, 1962,
Joseph, dbu Adums of Calilornis. 10(b), 15(e)(1), 15(c}{3), Final judgmeni by consent entercd Nov. 13, 1962, as to the defendant,
& Co. and 17(u) and Rules|0b-5, Panding as to the receiver.
15¢1-2, 15¢ck-5, 15c3-1 and
17a-3, 1034 Act.
Admiral 0il & Gas Co.. 2 | Western District | July 14, 1962 | Secs, S(n)(1}, 5(a)(2), 5{¢), | Complaint filed July 14,1902. Flnal]udgmem Ly consent as to 2 defendants
of Oklahoma.- {AT(?)(?) anid 17{a)(3), 1933 entered Oct, 17, 1962, Closed
et
Aireraft Dynamies 3 | Southern District y Aug. 18,1960 { Sec, 17(a), 1033 Act. ... Complaint Gled Aug. 18, 1960. Fmaljudgment by consent as to 3 dufcnd-
International Corp. of Ncw York. ants entered Sepd, 14, 1962, Closed
Aldred Investment L T PR [+ Aug. 11,1961 | See. 10(L), and Rule 10h-5, | Complaint filed Aug. ]1 1961, Supulaliun extending time for defendants
Trust. 1934 Act. io unswer to Oct. 260, 1862. Pending.
All American Marhle 3 | New Mexico._.... Sept. 1,1961 | Sec. 5(a}, 1833 Act.__.._...._| Complaint filcd and temporary restraining order signed Bept. 1, 1961,
Co. Answersflled Scpt. 17, and 26, 1861, Order cniered Nov, 16,1961, denying
prejiminury m{‘uncmm and dissolving temporary rest,rnlning order.
8{derdentcrud ‘eb. 7, 1963, dismissing the action as to all defendants,
osed.
Allen Investment Co_t 2 | Colorado..—-__.... Oct, 22,1959 | Sec. 15(c)(3) and  Rule | Order entered dismissing petion os to 1 defendant Dec. 7, 1959. Final
v S 1503-1, 1934 Act, judgment by the court entered as to the remaining defendant,  Closed.
Allen, McFarland & 8 | Districtof Colum- | Dee. 21, 1860 | Sees. 15[c)(1). 15(e) (3) and | Complaint and request for the appointment of a receiver filed Dee. 21, 1960.
Co., Ine. R ..| .bia . - |---Rutes 14¢c1-2 and.15¢3-1, Final judgment, b*cunsant.asma defendants entered Dec. 22, 1860. Re-
1934 Act. eceiver appointed Feh. 27, 1661, Pending,
Aloha Securities Co., 2| Hawali._.o.cnie-- Sept, 26, 1962 | Secs. 8(c), 16(e){2) and 15{c) | Complaint filed Sept. 25, 1962, Final judgment by consent as to 2 defend-
e .(3), and Rulaes 8¢-1. ants entered Oct, 12, 1862, Closed.
Asnerican Brokerage 3 Wyommg_'_.'_ ..... Mor, 26, 1983 | Sec.'17{a), 1833 Aet__________ Complaint flled Mar. 26 1963. Final judgment by comcnt ns o 3 de[end—
Co. ’ . - ’ : . ants entered Apr. 30, 1963, Closed.
American Camtnl 1 | Districtof| Cnlum- May 31, 1862 | See. 17(8)(3), 1033 Act_.___.. glalnt. and requc'st for the appointment of & reoelver ﬂ]ed \{ay 31, 1959
Caorp. R N bia,: : [ -] or appoiniing a recelver entered June 8, 1962, Final judgment by de-
ot laul.L as bo the defendant entered Jan. 16, 1963. Pending as to the receiver.,
Amerlican Diversified ) S [« 1 . Apr. 6, 1861 | See. 15(c)(3) and Rule 15¢3- | Final judgment by consent entered Apr. 13 1081. Orderentered appointing
Securities, Inc. 1, 1934 Act, ' L a recelver, Apr. 26, 1961, Qrder entered referring oetion to the referee in
P o N "' bankruptey Sept. 14, 1861,  On Oct. 20, 1961, final report otet& ity receiver
filed, Order entered approving veceiver’s final aceonnt and discharging
. squity recelver Apr. 24, 1983.  Pending as to'r:feree in bankruptey.
Amerlean Equities 4 | Southern Distriet | Mar. 22, 1861 | Secs. 5(a), 5{c) and 17(a), | Summons and complaint filed Mar. 22, 1961. ' Answer filed by 1 defendant
Corp. of New York . . 10833 Act. Apr. 25,1961, Dufuult judgmenias to3 defendanis entered May 31, 1961,
) . . Pending ag to 1 defendant,
American Orbitronles 18 | Distriet of Colum. | Ang, 16,1981 | Seea.5(s) and (c) and 17(a), [ Complaint filed Aug. 16, 1981, Action dismissed as to 2 defendants Oct. 16,
Carp. bia, 1933 Act, 1981. Final judgment 'by cansent. ns Lo 5 defendunts enterod Ot 30, 1961,

Final judgmenis by consent a8 to 8 defendanis entered Sept. 18, 1962; ns
to 1 defendami Oct. 9, 1962, and as to | defendant Oet 17 1962, Pending
as Lo Lthe remaining 4 'defendants,
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American Quicksiiver
Corp.

Ametican Sea) Savings

& Loan Assoclatlon,
Ine.

Ampet COrp-ooeoooo

Arlee Asgociates, Ing. .

Armstrong & Co., Ine.

Lloyd Arnold & Go.__.

Arrowhead Ofl & Gas
*0., Ine.

Atlantie Central Corp.
Ball, Publo & Co_.___.

Tanner Securities Ine..

Beimont Ol Corp_ ...

Belmant Oif Corp...-.

&

10

.15

Seuthern Distriet
of Cuolifornia,

Marylond..

Colorado_________

Southern District
- of New York.

Suuthém District
of Calilornia.

Northern District
of Texas, -

New Jersey. -
IMatrict of
Caolumbia,

Eastorn District
of New York.

Southern Distriet
. of New York,

Maor.

Jute

Fab.

Feb,

Mar.

Dee,

Aug.
Nov,

Aug,

June

11, 1962

9, 1060

.9, 1962

1, 1961
15, 1962
27, 1961
22, 1963

17,1862
25, 1960

27,1962

3, 1969

30, 1959

See. 17()(), 1033 Act..._...

Secs.t 17(n)(2) ﬂnd (3), 1933

. .

Bees, 5(a) and (e} and 17(a)
1933 Act; Sec. 10(h) an
Rule 10b-5,-1034 Act.

Bee. 17(3), 1933 Act: ‘Socs
¥0,b), 15(s) and Rulel0b=5,

1934 Act. 1933 Act; Seecs.

Rule 10b-5, 1934 Act.

Bee. 17(a) m_:d Rule 178-3,
1934 Act,

See, 17(n)(3), 1933 Act
Secs. 15(0)(1), 15(c) (3) and
Rules 15e1-2, 15¢3-1,

Act, -

Seca, G(ny(1), 5(n3(2); 5(c),
17(a}{2) and 17(u) (3}, 1933

. Act: Sees. 10(b) and 15(a)
and Rule 10b-5 (2} and
(83, 1634 Act.,

Bec. 17¢a), 1933 Aet_________.

Sec. l?(a) and Rule 17u—3
1934 Act.

Secs, 5(a) and 17(a) of 1933
Act, . Lo :

See, 17(a), 1833 Act ... ...

See, 5, 1933 Act .eaoo.

Complnint filed Apr, 11, 1962. Final judgment by default asto 3 defendants
entered July 25, 1962. Finul judgment by default as te 2 defendants
entered Sept. 24, 1962. Closed.

Motion for final judgmeut. and- apgomtmpm for a liquidating reeciver ftled
and granted Apr. 28, 1961, er mot submitted beeause other partios
appeared and expressed a-desire to take over and rehabilitate ¢ompany,
Petitlon under Chapter X.filed and approved by court. - Final judgment
by consent as to 1 defendnnt eutercd Junc 19, 1963 Pendmg ag to re-
maining defendants. :

Complaint filed Mar. 0, 1662, ’I‘emporary restrainl.ng order, Mm’ 9 1962
Apswers flled. Final judgment by default ag to 1 de[u:dant entered
May 16, 1962. Pending as to remsining defendsnts.

Su.mmons complaint and reguest for-the a.ppomtment of a recelver ﬁled
June 1, 1961. | Final judgment by comsent as.to all defendants and order
appoi.nr.l.ng a recewer entered June 1, 1961, Pendlng as to receiver.

Summons, complaint and request-for the nppmnt.ment of a recelver filed
Feb. 15, 1962. ‘Recelver appointed Feb. 24, 1982. Final judgment by
consent a3 10 2 defendants entercd May 25 1882. Final judgment by
the eourt as to the remninmg defendant enlercd Aug, 27, 1962, Pending
as to receiver.

Complaint and request for the a\ppcmtment or a receiver flled Feb. 27, 1961,
Receiver appoinied Apr. 10, 1961, Final judginent hy consent entered
a5 to 2 defendants Dec, 19, 1061, Pending-as t¢ receiver.

Complaint filed Mar, 22, 1963. Final judgruent by conseni as tn 4
defendants entered Muy 23,1963, Or(lcr Lnt,urerl (llsmissing the action
as 101 defendant. Closocd.

Complmnt filed - Det. 17, 1962. Fina) jldgmcnr. by consent s to 2
defendants entered Dece. 18, 1962 Closed. -

Complaint filed and prL‘,l)rmnnry injunction by consent cntchd Ang 25,
1060. Receiver appointed Dec. 20, 1960. Commission’s motion o
certify the case for the ready calendar was granted over. defendants’
objections. [refendant’s motion to dismiss denied.  Pending,

Summons and complaint filed Nov. 27, 1062, Prellminary inJunciien as
to 2 defendants entered May 9, 1963, Preliminary injunction as 1o 7
defondants entered Junc 7, 1863, Final judgiment by eonsont as to 2
defendants entered June 7, 1903, Pending.

Preliminary injunction as to 7 defendants entered Dec, 15, 1959, \Intlcc
of nppenl from the order of preliminary inj'rnction filed by.l defendant
Jan. 7, 1960. Opinicn rendered Oct. 27, 1860, by CA-2 aflirming order
of the distriet court entered Dee, 15, 1959, Final judgment by consent
as to 1 defendant entered June 12, 1963, Pending us to remalning
defendants.

Final judgment by consent as to 2 defendants entercd Nov, 6, 1950, Pre-
\iminary injunction entered Dec, 15, 1959, as to 8 defendants. Appeal
filed by 1 defendant Jan. 7, 1960, Opinion tendered Oct, 27, 1960, by CA-2
affirming the-order of the District Court entered Dec. 15 1959." Final
Jjudgment by consent as to 1 defendant entered June 12, To63. Pending as
to 12 remaining defendants.

T
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TapLB 17 —Injunclive proceedings brought by the Commission which were pending during the fiseal year ended June 30, 1963— Continued

Num-
Name of principal ber of 0.8, District Initiating Alleged violatinns Status of case
defendant dofend- Court pupers fled
ants
Bennett & Co.. ... 31 New Jersey._ ... May 21,1862 | See. 17{(a), 1933 Act__._..._._| Summong, complalnt and request for the appointment of a recelver filed
May 21, 1962, Appointment of recelver denied. Escrow agents ap-
pointed. Final judgment by consent as to 3 defendants entercd Apr. 2,
1983. I’*P,l:lt‘ling]:T
Bl}ai_[ck AngiJs Bteak 2 | Colorade....._____ Feb. 51963 Se{:géaﬁ(u), 5{¢) and 17(n}, | Compluint Aled Feb, 5, 1063,
ouses, Ine. ek,

Black, Ellg Dorothy 1| Montena__________ May 28,1862 | Secs, 10{b), 15{c){I} and | Complaint and request for the appointment of & recefver filed May 28, 1062,
dha E. D. Black & 15(¢) (3) and Reles 10h-5, Final judgment entered and receiver sppointed June 4, 1962, Order
Co. l4cl-2 and 16¢3-1, 1934 entered Nov. §, 1962, discharging recefver. Closed.

Act.
Bond & Share Corp_ .. 26 | Western Distriet | Dcee. 13,1801 § Secs, 5?1) aod [(¢), 17(a){1}, ; Complaint filed Dec. 13, 1961. Answers filed. Final judgment by consent
of Oklahoma, 17(s){2) and 17(a}{3), 1933 as to 2 defendants entered Jan, 26, 1862, Final judgment by ¢onsent as to
iko(}!}jss‘{gé I%b) and Rule 1 defendant entered Apr. 3, 1983. Pending as to remalning defendants.
y 4 Act.
Brandel Trust. ... 16 | Southern District | July 15,1058 | Sees. 6(b) and 17(a), 1933 | Recelver appolnted July 21, 1958, Final judgment by consent as to 2 de-
of New York. Act; Sees, 16(c) (1) and (3) fendants entered July 22, 1958. Pending.
and Ruols 15cl-2 and
15e3-1, 1934 Act,

Brownd& Co. Invesi- % | Arirons . _________. July 12,1962 | Sees, 15(c)(3), 15(c}(1) and | Swinmons, complaint and request for appointment of a recelver. fllad July
ment Secorities, Rules 15c3-1 and 15el-2, 12, 1062. Final judgment by stipulation and consent as to both defend-

193¢ Aet. ants entered July 13, 1962, Closed,

Brown, Barton & ¢ | New Jersey_. ... May 11,1962 | Sec.17{a), 1933 Act_______._ Complaint filed May 1, 1862. Final judgment by consent as to 3 delend-
Engel. ants entered May 25, 1062, Preliminary injunction as to 6 defendants

entered Sept. 11, 1862, Final judgment by consent as to 3 defendunts
entered May 28, 1063. Pendicg ss to rempining 3 defendants,

Business & Profes- 2 | Soutbern District | May 10, [883 | Secs.5(a) and 5(c), 1933 Act. | Complaint fled Muny 10, 1963, Preliminary injunction entered as to 2 de-
i}[o?g} W%mens of Lilinofs. fendants, May 17, 1963. Pending.

olding Co,
Canadian Javelin Lid.. 24 | Scuthern Disirict | Sept. 23, 1958 § Sees. 5{n}(1} and (2}, 17(s) ana.lljudgments by consent entered on various dates as to 15 defendants,
of New York, (1), (2) and (3) and 17{b}, | Finaljudgment by default entered as to 3 defendants. Action dismissed
1833 Act; Sec. 10(b), 1934 a8 t¢ 1 defendant and final judgment by consent as to 1 defondant en-
Act, lered Mgy 29, 1963, Pending as to remaining 5 defendants.
Capltal Goins Re- 2 aafo Nov. 17, 1860 | Seo. 208{1) and (2), Inv. | Complaint flled Nov. 17, 1860.  Maotion for preliminary injuncilon Mar, 1,
search Bureau, Inc. Adv. Aat of 1840, 1861, Notice of appeal flled Apr. 1961, TDistriet court order aflirmied by
court of appeals for Second Clreunit Dec. 18, 196k, District couri order
reafiirmed by court of appesals in bane July 13, 1862. Potition for writ of
certiorari filed Nov. 26, 1062, and granted Jan. 21, 1963. Peading.
5 Fcb. 19,1963 | Bees, 5(a), 5{e) and 17(a},

Qardinal Dritling Co.,
Inc.

Noribern District
of Ohio.

1033 Aet and Secs. 10(b)
and 16(a) and Rules 10b~
5(2) and (3), 1034 Act.

Complalnt filed Feh. 19, 1963, Temporar{ restraining order obtained Feb.
19, 1063; extended by stipulation unti

final judgment Mar. 13, 1963,
Pending.
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Carlson, Alleen M.....

Cassinr Copperfields,
Lid

Chamberlain
Asseelates.

Children's Hospital .
Cloud Nme, Ing..ooo.

Cohn, Charles E_._.._.

Collins, J. B. dba
Qeneral Leasing Co.
Colorado Cornpany,
Ing., The, and
Raymond T,
Sweeney, aka Philip
J. Sweeney.
Colorado Trust Decd
Funds, Ine. .
Columbus-Rexall Ol
Ca. P
Commeonwealth In-
vestment Corp,

Continents] Vending
Machine Corp.

Cook, Jr., C. Berkeley_

Corporate .Under-
writers Co,

Cosmetics Invést-
ments, et al,

12

10

-

Eastern District
of Mlehigan,

Weslern District
of Washington.

Southern District
of New York.

New Forsey._ ...

Northern District
of Texas,
Colorada..........

South Dakota_____

Southern District
of New York,

New Jersey. .. ...

Mar. 4,1963

Aup. 23,1962
June 19, 1861

Nov, 2,1062
Nov. 2,1962

June 3, 1966

July 31,1862
May 1,1862

Apr. 25,1961
Oct. 9,1857
Apr. 11,1953

Mat, 30,1063

Apr. 12,1961
Oct. 93,1002

Mar. 19,1863

Sees. 5§a)(1), S(m)(2), B(e),
17(a}{(Z} and 17(a) {3}, 1938
Actand Secs. 108(b), 15¢n),
15(b) and Rules 13b-5(2)
and (3), 1634 Act.

Sees. 5(a) and 5{c), 1933 Act.

Eecs, 5(a), 5(c), and 17(a),
1933 Act.

Sec E{a) 5(c), and 17{5)(2},
Be%s,a 5(3), 5(a), and 1?(3},

Becs. 15(c) (1), 15(e) (3} and 17
(8) and Reiles 15¢1-2, 15¢3-1
and 175-3, 1034 Act.

Sées. 51(5)(5% b{a)y{2) and

5(e)

Secs, $5(0) (1), 15(c)(8), and
17{a) and Rules 15cl-2,
156371 and 17a-3, 1934 Act,

See. 17{m(2) and (3), 1933

Sec. E(a)(I) and (2), and
B(e), 1833 Act,

See, 17{a}, 1933 Act; Secs.
O(b} and 18(c}(l} and
10b-5 and 15cl1-2,

1034 At

Sees. 13, _15(d) and 20{¢),
1034 Act: :

Sce. 10(b) and Rule 1ab-5,
1934 Act.

See. 17(z), 1033 Act; Secs,
lo(b}, 18(c) (i) and Rules
10b-5 and 15¢1-2, 1934 Act,

Secs, B(a), 5{c) and 1755),
1932 Act and Sec. 15(a)
1834 Act,

Complaint filed Mar. 4, 1983. Final judgments by consent entered as to 2
defendants Mar, 27; 1963 and as to 1 defendunt Apr, 10, 1963. Closed,

Complaini filed Aug. 23,'1962.
19, 1962, Closed.
Complaint filed June 19, 1961,

TFina! judgment by consent cntered Sept.

Preliminary injunction ss to 7 defendants
oitered Sept. 18, 1961, Final judgment by consent az to 1 .defendant
entered Apr. 23, 1862, Final judgment by consent as to 1 defendant
entered Dec. 7, 1062, Action.disnissed s to 1 defendant May 17, 1063
Pending as Lo remammg 4 defendants,

Complaint filed Nov. 2,1962. Final judgment by default asto 3 defendants
entered Jan. 14, 1983. Closed.

Complaint filed Nov, 2, 1962, .. Final judgment by consent entered Nov 14,
1962, 88 to'l defendant. Flnal Judgment by consent as fo 3 defendants
entered Dee. 28, 1962, Final judgment by consent as to 7 defendants
entered Feb, 20, 1963, Final judgment by default as to the remalning
defendant entered May 14, 1863. Pending,

Final judgment by consent s to 1 defendant entered Sept. 13, 1962. Final
1udgm%n]t bﬂ the court as to the remaining defendant entered Apr. 18,
1883 Oser

- Complaint filed July 31 1962, Finol judgment Ly consent as to both

defondants entered Feb. 13,1963, Closed.

Complaint and request for the appointment of a receiver filed May 1, 1962,
Final judgment by consent as to 2 defendants entered May 25, 1962,
Stipulation, recommending that appolntment of reeeiver be held in
akbeyance pendmg compliance of said stipulation. Order entered denying
prtition for appointment, of a receiver, Closed,

TFinal judgment by consent entered as te 5 defendants May 2, 1861. Order
entered Dec. 6, 1961, appointing a recciver. Pending as o receiver.

Final judgment by consent a3 to 2 defendants entered Nov. 18, 1857,
Nol‘.lcec f]mme]crk of the court closing the netion as to remaining derend-

" ant 086

Complalnt filed Ape, 1, 1683, Answers ﬁ]cd Peuding.

Complaint filed Mar. 30, 1963. Mandatory' ]udgment eritered as to 1
defendant and a (Ppomtmg & canservator; defanlt judgment enterod as to
3 defendants and order, dismissing uetion os to 2 efendants Apr. 8, 1963.
Pending a5 to the remaining 4 defondants.,

Sumimons and coiplaint filed Apr. 12, 1081, Tinal )udgmcnt by defauly
23 10 3 defendints entered Jan, 18, 1963 Final judgmenr, by consent o3

- to1 defendant cntered Jan, 25, 1963. Closed. -

Complaint filed Oct. 23, 1962. Final judgment by consent as {o 2 defend-
ants entered Jan. 14, 1063, F inal ju ent by default as to the remaining
2 defendants entered Apr. 25, 1863, Closed.

Complaint filed Mar. 19, 1963, Final judgment by consent as to § de-
fendanis entered Apr.- 5 1863, and final judgment b detault as to t]lB
remaining 2 defendants entered Apr. 15, 1883. Closed.
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TaBLE 17.~—Injunclive proceedings brought by the Commission which were pending during the fiscal year ended June 30, 1963—Continued

Nuhi-
Name of principal ber of T.8, District Initlating Alleged violations Status ol case
defendant defend- Court papers filed