Report #7

February 2, 1935

Tos The Executive Director
The National Emergency Council

From: The Chairman of the Securities
and Exchange Commission

The following 1is a summary of the major activ-
1tles of the Securities and Exchange Commission since January

21, 1935.

The Commission submitted tc Congress its re-
port on the study and investigation made of the rules of
neticnal securitles exchanges with respect to the classifi-
cation of members, the methods of election of officers and
committees to insure a fair representation of the membership,
and the suspension, expulsion and disciplining of the members
of such exchanges. The Commission did not suggest new legis-
lation in order to put its recommendations into effect, believ-
ing that the exchanges themselves could effect the proposed
changes without resort to legislation. The Commission's re-
port contained the following recommendations: (1) A better
nunmerical representation of the commission broker who possess-
es direct contacts with the public should be had on the
governing committee; (2) Office partners of registered firms
should be eligible for membership on the governing committee;
(3) Nomination to the governing committee should be by peti-
tion and not by the device of a nominating committee; (L) One-
third of the membership of the governing committee should be
elected annually; (5) Nomination of the President should be
by petition and he should be elected by the full membership;
(6) Non-members of the exchange should be allowed to be candi-
dates for the office of President and the other executive offices;
(7) Membership on the standing committees should not be re-
stricted to members of the governing committee; (8) The ex-
penses of arbitration should be reduced; (9) The Arbitral
tribunal in cases to which a non-member is a party should not
be a mere committee of the exchange, but should either be
composed of non-members, or, if members serve upon it, repre-
sentation between members and non-members should be equalized;
(10) Adequate and effective appeals should lie from the Business
Conduct Committee to the governing committee; (11) Customers preferri:
complaints against members should be furnished with the answer
made by the member to the customer's complaint, and should be
entitled to appear before the commlttee, Both parties in
these cases should have the right to appeal tc the governing
committee,



The Comaisslon has sdopted a list of insiruciions
as to the Prospectus rejuirements accompanying Form A-2, the
reglstration form for seascned companies under the Securities
Act. These instructions are for the purpose of not only re-
duclng the amount of Information in a prospectun, thereby
lessening the burden on the 1ssusr, bat also calling for con-
densed and simplified stotements about the company, its busi-
ness, financial conditlon, etc., which will be traly informa-
tive to the prospsective purchaser, The Commission believes
that thiese requiroments, althoasn calling for mmeh 1255 in-
formation, will neverthelaess glve the informatlon witich should
properly bhe sel lorth in a prospectus. The new registration
forms and rules of the Comulssion were the subject of an ad-
dress by Commissicner Kobert &. Healy &t & dimmer glven by
the Controllers Institute of Zmerlca =zt the Hoosevelt Hotel,
New York City, on January 31, at which Coumissioner Healy
entered into a discussion and snswered varlcus questions con-
cernlng the new requirements.

The Commissicn has contlnued its study of proposed
new registratign forms, under both Azts, ror registration of
particular clasged of securities, such as those of Investment
Trusts, Banks, Insursnce Companies, Foreign sSovernments, For-
eign Corporations), Voting Trusts, Companles in Reorganization
ete. The Commission has also adopted revised forms for the
reporting of holdings and changes in ownership of ejulty se-
curlties by officers, directors, and ten per cent sscurity
holders,

4 hearing before the Commlssicn was had on the appli-
cation of the Chicago Curb Exchange for exemption from regis-
tration as a national securities exchange, under the Securities
Exchange Act of 1934. UHo decision has as yet been made in the
matter. A study of tne reports on the findings in the investi-
gations of the varlous exchanges applying for exemption Irom
registration has been made; and the reports will shortly be
submitted to sueh exchnanges, allowing an opporitunity to file
exceptiong, preliminery to a determinatioa by the Comalssion as
to whether sald applications snould be granved. Pending these
decisions, the lemporary czemptlons previocusly granted to the
several exchanges have been extended until April 1, 1935,

Following a study of & rsport made of the Iindings
in the lnvestigaiion of thwe reorganizaltion or raadjuastuent of
Celotex Company and the activitles and personuel of protective
and peorganization committees and others connected therewith,
the Commissi-n has directod tnet a osunllc hearlag be neld in
the matter on February 5. 4 hearing on the findings in an
investigation of another large reoorganization comniitee will
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follow shortly thereafter. A study and investigation of
snother large protective and reorganizastion committee has been
undertaken, and investigations of other comulttees carried for-
ward,

Since September i, 1934, up to and including February
1, 1935, numerous ccmplaints have come to the Commisslcn from
various sources alleging a total number of 1129 violations of
the Securities Act and/or the Securities Fxchange Act, Of this
number, 274 alleged vioclaticns have been reported sinee January
1, 1935. The Commissicn has carried forth 1ts investlgotions
into these alleged viclations ac rarxidly as it can do so, vio-
lations of law beirg uncovered in numerocus instances., Injunc-
tion proceedings in two majlor cases have been instituted during
the pasgt twe weeks.,

During the period January 14 to January 26, inelusive,
‘registration stetements filed wlth the Reglstration Division
under the Securities Act of 1933 were ae followst

Issnes of new seuwurities
Securities cslled 1in re-

organizastion 1

Conversion (8Becurities
offered in exchange) 3
Total 13

This brings the total number of registration statements filed
(exclusive of refilings) since the effective date of the Securi-
ties Act, through #anuvary 26, to 1269, For the two-week period,
the aggregate of the offering amount of the filings of new
1ssues and the spproximate market value of the reorganization
securities and securities to be exchanged was $£35,916,145.

During the same period, registration statements becom-
ing effectlve were as follows, with an aggregate offering amount
of the new 1lssues and the approximate market value of the reor-
ganization securities and securities to be exchanged totaling
$6,877,5001

Issves of new securities 7
cecurities called in re-
orgaenlzation 2
Conversion (securities
of'fered in exchange) 0
Total 9

t

The number of reglstration ststeuents declzred effective (ex-
clusive of withdrawals znd stop orders) under the Securities
Act as of January 26, thus totals 511,



Other activities of the Commission ineclude the
following: (1) Study of sroblems relsting to the control
and regulatior of the oil royalty pusiness; (2) Promulgation
of rules governing the activities of members of exchanges;
(3) Promulgation of rules governing the issuance of proxies
under Section 14 of the Seculties Exchange Act; (4) Study
and analysis of the problem involvedin the so-czlled Yprivate
offering" of securities, and methods of controlling the same;
(5) Study of the.problems relaiing to the reg.lstion of the
over-the~-counter trading in securities; (&) Revision of rules
and regulationg under the Securities Act, and adontion of
rules of practice and procedure before the Commission under
both Acts; (7) Adoption of amendments to the rules governing
the use of Form 10 under the Securities Fxchangs iAct.



