Ostobor 12, 1934

Comptroller Generel of the United Sitmteas
Genoral Accounting Offlce
Fashington, Ds Co

Dear Six

Ssotiom 4 of the Beouritiss Ixchange Aot of 1934 (Public
- Ho. 291 =~ T84 Congress) created the Securities and Exchange
Comnmissions 3Section 210 of that Act provides:

"Opon the expiration of sixby daya after the date upon
which & majority of the membors of the Securities and
Exchangs Commisgsion appoluted undor seobion 4 of title
I of this Aot have gqualified and talen office, all
powers, dutles, and funoctions of the Federal Trade
Commission wndexr the Securities Aet of 1983 shall be
tranaferred to euch comiaaizm. togethey with all
property, books, records, and wnexpended balances of
appropristions used by or avellable to the Federal
Trade Commission for carrying out 11:3 funetions wmdey
the Securities Aet of 19334 « » «

The Federel Trade Commission and thiz Commisgsion have
beon vnable to azres on the basis upon which the "wmexpended bal-
anses of appropriations used by or aveilabls to the Federal Trade
Commission for carrying out its funotions wnder the Securities
et of 1933" shall be determined and upen the emownt of momey that
shell be transforred o this Cummission. It iz requested, there-
fore, that you investigats and decide the basis upon which the
amount to be transferred from the Federal Trade Commission to this
Commission shall be dotermined. There are attached hereto copies
of all correspondence hotween the Mederal Trade Commigsion and
this Compnission with referenca ts the matber.

Shortly after the Securitiece Act of 1933 was passed, an
appropriation of $260,000 waa added to the fourth deflciency bill
for the Fedorel Trade Commisgion for the sdministretion of the
Seourities Act of 1988. The Bureau of the Budget requested that
thers bo no request for inereases in appropriations for the fol-
lowing fiseal yoar, The Fedoral Twade Commission, in accordance
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with this reguest of the Burean of the Bulpet, saked for the sans
ancunt of money for the fiscal yeer ending Jums 30, 1935, The
amount askod for tho Faderal Trede Commdasion for that year thus
insludsd 3250,000 net (ses page 4 of letter from Federsl Trade
cmeicn dated October 11, 1934) for the administration of the

During the fell e.nd wintar of the year 1938, represen-
tations were mads to the Préstdent by at least bwo m of
the Fadersl Tyade Cormigsion, with the Imovwledpge and consent of
the other mesbers of the Commission, thet its appropriation was
inadecunte, soyocially with reference to sarrying on the work
unger ihe Seourities Act of 1988, AL least one cthor member of
that Comnission alse saw the Preosident and discussed with him,
in addition to the work under the Seourities Aot, the possibllity
of further work in conmection with the public utilitfes investie
gaticn. With the Presidemi's consent, Iollowing these confar-
ences, an additiomal gum of $500,000 was asked for by the Federsl
Trade Commigsion. The breakedown of this §500,000 submitied to
tho Bureau of the Budgeb and to the Congressiocral Commitiess
carried in it a sum of §%09,360 for the Secwriviscs Divieion of
the Federsl Trade Cemission, §10,000 of which was for aexpenses
other than sslariecsy 529,500 for the Chief Counaelts Office of
that Commisslon, primerily for work in comneotion with the uitile
ities investigation and work resulbing from HRA3; §36,380 for the
Eoonomle Divialon of thet Commissiom, primarily in comweetion
with the utilities Lvestigotion and work vesulting from NRAy
108,480 for the Bemminis Divini:m of that Commission, primmyily
in connestlion with WRA enforeemsnt works Chief Teial Fxaminer,
29,0005 Trade Prastivce Conference Division, 84,5005 and Adminie-
trative Divieion, 328,380, The latter emount inoluded some
addltlonal persomnel and equipment for the work resulting from
the adsinistration of the Seourities Act. The shove figures, of
coursie, are ross, and smounted to $500,000 nebs 0f this §500,000,
§180,000 was to be lmmedistely svailable, of whish apmroximately
§90,000 was for the Securities Division of the Pederal Trade
Comnlssion, A very meall porbion, 1f any, of the amoun® imoedie
atoly available for the Securities Division was expended during
the last fisoal yoar.
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On the floor of Congress it was stated that the prime
rosson for the additlional 500,000 raquested Ly the Federml Trade
Comniseion was the need of the Securities Iivision of the Federal
Trade Commission.

Following the appropriation of this additionel sum, the
Foloral Trade Commimsion requested Presidentisl authoriszation for
the creation and filling of remerous positions in the Securities
Division which eould not have been sreated snd filled without thie
additional money. Presidential authorizstion wms glvem. ot all
of tho positions, howewver, for which suthority wae obitained, weve
filled by the Federal Trade Coxmiszsion before the administyation
of tho Securities ict was transfeorred % the Seouritiecs and

r¢ Commissione The Foderal Trade Camiseion, in some ine

stances, filled positions in other divisions upen the suthorizaw
tien obtained from the President for the Sesurities Division, but
always with the recognition end statement that it was a positiom
borrowed fyrom the Seourities Division and which would be returned
%o 1t when authoriszation for o similar positiom in another division
wag obtainad from the Preaidemt,

Shortly afber approval wes given by the President for
the filling of these positions, the Comgress began the considere
ation of the Seourities Exehenge Aat, and the gquestion of whether
that Act and the Securities Aot should be sdministered by the
Podoral Trade Comalseion or Dy & new commisglion arose. Afbver this
question came up the Federal Trade Commiseion beoane more reluoe
tant aboub meking appointments Yo 1%s Securities Division wndil
the questlon should be determined, snd when 1% wes finslly devided
to place the sdulnigtration of the Becurities Dxohange Act and
Securitios Act of 1933 in a nowly created commission, the Fadornl
Trade Comnission decided to meke no ndditional eppointmonts in
comymeotion with the administration of the Securlties Aot of 1033
exoept upon the speeific request of the Seourities and Exchange
Comalsaion. It mede no further appolnmm mapt in accordsnce
with that policye 4 large muober of recommended appe
which were nover mads, were pemding bafar\a it mmz this policy was
deolded upon.

The appropriations for the Federal Trade Commission were
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not vermarked by Congreos so as to meke any partioular sums avell-
eble to my partioular divisions of that Commission or for any
rarticular worke.

It again should be pointed out slse that there wms ree
gquested by the Federal Trade Commission and made avallable to it
funds other then those required for salaries in its Secwrities
Division for the sdministration of the Seouriiies Act, bLeomuse
the adminigtration of that Aot required additional pevsonnel in
soveral of its cther sections, notably the Docket Seotion, the
Fubllostione Seotion, and the Stenegraphic Sestion of the Adminisw
trative Divislon,

Up to the first of this fiscal year the other totivities
of the Federal Trade Coomission had nod regquired the expenditure
of grester swas than were sstlimabed originally, due larpely te the
fact thet the momey required in conmeetion with its assiztence
in the anforcement of codes adopted umder HRA was obtained from
the Naticnal Recovery Administretion, Had the adminmisbration of
the Seouritles Act remained with the Federal Trade Commission, the
sw referred to ebove which were requestad for the admiristration
of that Aot, would have beon aveilable fer and would have been
used in eosmeotion with the administration of that Act,

The conbention of the Foderal Trade Commission is that
it should transfor to the Seourities and Exehange Coumission only
the sm of nmoney computed upen an sxmuwal basis which was being
expanded by it in comneobion with the adminigtration of the Securie
ties Act of 1933 at the tlme of the tranafer, September 1, 1934,
of the administration of that Act to the Securliies and Exchange
Commlssion,

I the contentian of the Federal Trade Commlssion is
correct, it sould have absolubely controlled the amownt of money
to be tranaferred to this Comslesion through its control over
the persommel of the Sssurities Division during the two monthe!
poriod betwoen the sreation of this Commission and transfer of the
sdministration of the Seourities Act from the Federal Trade
Commission to this Comnission, It could have trassferred to
other divisicns or relessed mny of the personmsl of the Besourities
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Divisions It is submitted that this was not the Conpgressional
intout.

The Securities and Exchange Commismsion contende timt the
sums requested frum the Bureau of the Budget and from Congress for
the special work of administering the Securities Act of 1933 m
the suns which, under Sectiom 210 of the Securities Exchange Ast
of 1984, are "used by or awellsble to the Federal Trade Comsismeion
for carrying out its functions wnder the Sesurities Aot of 1938,7
and that, therefore, the Federsl Trade Commission is required to
trenafer the umexpended balaneos of these sume o the Seourities
and Exphange Commission. This prineiple did not, as you will
note from the abtieched corvespondencs, wnderlis the determinmation
of the sum of $204,377.80 which the Federal Tynde Cormission cone
tende is the amoumt due this Commission,

Yours very truly,

Joseph Pe Hemmedy
Chadrman
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