
Report #7 

To: The Executive Direc tor  
The Na t iorla1 Emergency Council 

Fpoln: The Chairman of tne S e c u r i t i e s  
and Exchange Com~iss ion  

The folloiving i s  a s m a r y  of the n a j o r  a c t i v -  
i t i e s  of t h e  S e c u r i t i e s  and Exchange Commission s i n c e  January  
21, 1935. 

The Comnission submitted t o  Congress i t s  re-  
p o r t  on t h e  s tudy and i n v e s t i g a t i o n  made of t h e  rilles of 
n a t i c n a l  s e c u r i t i e s  exchanges with r e s p e c t  t o  the  c l a s s i f i -  
c a t i ~ n  of members, the  methods of' e l e c t i o n  of o f f i c e r s  and 
committees t o  i n s u r e  a f a i r  r e p r e s e n t a t i o n  of the  membership, 
and the su;;peneion, e x p l ~ l s i a n  and d i s c i p l i n i n g  of t h e  members 
of such exchanges. The Commission d id  n o t  suggest  new l e g i s -  
l a t i o n  i n  order  t o  put  i t s  r e c ~ m e n d ~ t i o n s  i n t o  e f f e c t ,  be l i ev -  
i n g  t h a t  the exchanges themselves could e f f e c t  t h e  proposed 
changes without r e s o r t  t o  l e g i s l a t i o n .  The C o m i s s i o n ~ s  re- 
p o r t  contained the fol lowing reconmendationst (1) A b e t t e r  
numerical r e p r e s e n t a t i o n  of t h e  commission broker who possess- 
es d i r e c t  con tac t s  w i t h  t he  pub l i c  should be had on t h e  
governing cormnittee; (2) Of f i ce  p a r t n e r s  of r e g i s t e r e d  f i r m s  
should be e l i g i b l e  f o r  membership on the  governing comaittee;  
(3) Nomination t o  t h e  governing c o m i t t e e  should be by g e t i -  
t i o n  znd n o t  by t h e  device of a nominating c o m i t t e e ;  ( d )  One- 
t h i r d  of t h e  membership of t h e  governing c o m i t t e e  should be 
e l e c t e d  annually3 ( 5 )  Nomination of t h e  P res iden t  should be 
by p e t i t i o n  and he should be e l e c t e d  by t h e  f u l l  membership; 
(6) Mon-members of t h e  exchange should be allowed t o  be candi- 
d a t e s  f o r  t h e  o f f i c e  of' P res iden t  and the o t h e r  execut ive  o f f i c e s ;  
(7) Membership on t h e  s tanding comait tees  should n o t  be rs- 
s t r i c t e d  t o  members of t h e  governing corni t tee;  (8) The ex- 
penses of a r b i t r a t i o n  should be reduced; (9) The A s b i t r a l  
t r i b u n a l  i n  cases  t o  which a non-member i s  a pa r ty  should n o t  
be a mere committee of the  exchange, but should e i t h e r  be 
composed of non-members, or ,  i f  members serve  upon it, repre-  
s e n t a t i o n  between meinbers and non-members should be equal ized;  
(10) Adequate and e f f e c t i v e  appeals  should lie from the B l s i n e s s  
Conduct Co m i t t e e  t o  t h e  governing c o m i t t e e ;  (11) Customers pref  e r r i r  
complaints a g a i n s t  rnenbers should be fxrn ished  with the  ansvaes 
made by the  member t o  t h e  customesfs  complaint, and should be 
e n t i t l e d  t o  appear before the  c o r i i t t e e ,  Both p s r t i e s  i n  
t h e s e  cases  should have t h e  r i g h t  t o  appeal  t o  t h e  governing 
committee, 



!The CoaaPssion has adoptod n l l s t  oi' insi,r-;:tions 
as to $he P r ~ ~ p e c b r s  roi;.;iremt?nts accompanyiag Form A-2, t h e  
registrattnn f o r 3  for sensoned cosixmics  under t he  Secur i t i e s  
Act. These i n s t r i l c t i o n ~  are  f o r  the P T I T P O S ~  of r io t  onZy re- 
ducing the amoriilt of Lnf ol*met;ion in 8 gro:jgccSu::, 'r,hei eby 
lessening i;'i? b~~li'~.den on I ~ P  2:-~+1n jr, 'I) .rt 1 1 5 0  ~ ~ ' 1 l i d i . q  for con- 
densed anil simpli_fle:l st2 i,enrar~ls a b ~ + l t  t.!-~.h~?[~~"lj)any, i Lch. busi- 
ness, f i l l ~ i l ~ i ~ l  cf)~; ta i t , l~)~i ,  c~,c., ~ f i ~ i c i ~  &,I_I b.3 r l ; l y  informz- 
t i v e  t o  the prosyac t i \ re  p 3 x ~ ' t h ~ ! ~ c f r  r The 6 0 : ~ i l % % ~ i ~ ~ r l  i,olieves 
t h a t  tLesb rc;yi;f r.+?mert'l;s, al.t,l.~. [::'I c a l l l j ~ ;  r ~ ! - r .  . I ! : ,V :~  1 !s5j3 In- 
formatioa, wj.,l.!- nevertilelz.ss g l v ~  tfic. Lni'~r!l~:it.Lan ,!ill .-.h should 
p r o p e r l y  '!!R s e t   or ti1 11. ti y2os?sc t:ls, ';lht* xir)-*; r 'egistra  tton 
forms and rizlas 01% the Comrdsaion wsrc the :;ubJect; of ~ j r a  ad- 
dress by Co~xmi~si~)ner Sobcrt &. %sly at 6 dinner given by 
the Contrclllerbs Inst i t i l t ,s  r 3 f  ~ - ine r i c i~  ::t t ~ e  H 0 : ) ~ e ~ ~ l - t  ho t e l ,  
New Yorh Cityr on Janutlry 31, a t  #hick c:b:;!~issi ;nes 3caly 
e n t e ~ e d  i n t o  a discussion and enmered VPPLGUS questions con- 
cer~ l ing  the new requf reatent s, 

l"ne Com1;tission kit<s c~ntinsed its s t u d y  @f proposed 
new r o g f s t r o t i w  f o m s ,  mder  both A2ts, f o r  r e g i s t r a t i o n  of 
pa r t i c sz l a r  clashed of secur i t i es ,  such as t h o s e  of Inf~cstrnent 
Trusts, Banks, Insurslace Co:upanies, E'oreign <overnrnent s, For- 
eign Corpora tionSt, Voting Trusts, Companies in Reorganization 
etc, The Coc;misiSon has also adopted revise3 i'orrns for the 
regor t ing  of Isoldings alld changes in oiwiershi;~ of  eqgity se- 
c u r i t i e s  by off icers ,  directors, aod t en  per cent s e s ~ ~ r f t y  
holders,  

A hearing before the  Colnraissizn was hti? i>n the a p p l i -  
ccLtion of t h e  Cilfcago Curb Sx~ i~h1 l . 9~ :  .for iexerfiptfon from regis- 
tration uc n i int i i ; -rn. i  f;.;ecr1rlti~s axi.lian~;ta, t ~ n d ~ r  .the Isucuz*ities 
Exchange A c t  of 1934.  !lo dec i s ion  has as yet been %tide irr the 
mattsr. k s t u d y  of tne  r e p o r t s  on the f i n d b i g s  Fn the invcsti- 
gat ions  of the ~ar l~31 ; s  e xchangec applying f o r  exemption i'rom 
registration has been made; arid the reports t r i l l  shortly be 
submitted to such cxcnanges, allwxi.rig En 0 p p o ~ t 7 a I t y  to f i l e  
exceptions, :)rr:ldmi;zcr;7 t o  ti d ~ t e r ~ ~ i ~ l ~ t l o f i  bj- :he Co~~;llssion as 
t o  whet'ner sa id  applicati~ns s i l n i ~ l d  be gror i~ed,  Pending these 
dec i s ions ,  t!ie Lenporary c?xem,:tLans ; r ~ v i n . ~ c ; l > -  granted tr; t h e  
several excl!.nges hare been extenrj,sd il41-t;il b;~ril 1, 1935. 

I ; o i l o ~ . r i n ~  a stddy ol' r : ; ~ a ~ l t  4hGi3 oi' ?,it< ;'indings 
in .t;he I:,-;'ss C,ig:.% Ei;;: ~f ti-t ~!etirsani::~l t ian U r p  r*-?;id ji~~t~il~rit ~f 
Celotex Scnpanly wad the a c t i v i i l , s s  =ind pt?rsaflr~el of protective 
and ~eol*!anizatii.n co: i~ai t tees and ~ t i r e r s  cvnncote9 L-?.erewith, 
the Coxrclzsslx~ l:zs dlseet-xi  t:lr L a 3;.b1l,: :~~iw.L:rg b + ~  ilt.2d in 
the :ca t t c r  on February 5 .  A i,ea.r..i~?;; <?n tqkLt: Linrlings i r :  an 
investigatic3n of s;l,?o'ther i a rg t ,  r e x g s n i z a t i x i  ~ c \ ~ l - l n i t , t , c ~ ~  w i l l  



follow sho r t l y  thereafter, A s tudy  and i nves t i ga t i on  of 
snother l a rge  p r o t e c t i v e  and reorganiz~tion conni t tee  has been 
~~nder taken ,  and i l i v e s t i ga  tions 0.f other co,;::cl t t e e s  casr ied  for- 
ward. 

Since SeptuaGer I, 1934, up to an$ iLricliding February 
1, 1935, =~rneroqJs c1.xplaints have znme tc the  Commissic~ from 
various ~ < > ~ j r c o s  al leging a total nmber  of 1129 uio2atixts of 
the  Secur i t i es  Act and/or t h e  Securities Zxchange Act, O f  this 
number, 274 al leged violations have bcsn re~ortcd since January 
1, 1935. The ColmissiLcn tias carrizd f~rtf-1. i t s  i ~ f r e s  t i g r  t i o n s  
i n t o  these a l l eged  via2nti~ns a: ra?Zdlg as it caE do so ,  vio- 
l a t i o n s  of law b e i r g  lmcovercd i n  nllmerw.:s i z s t m c e s ,  Injunc- 
tion proceedings 'in two zajor cascs !lave been institutnd during 
t h e  past  t w o  ~ v ~ e k s ,  

nuring the  period J e n v ~ r y  14 t o  J a m m r y  26, i r r e l u ~ i v e ,  
registratlcn s t ~ t e ~ e ~ r t s  f!.lcd vith t h e  Feg i s txa t io l i  D i ~ r f s i o n  
imder tlae Secu r i t i e s  Act of 1933 were 8 2  follows8 

Issues of new seauri t ies  9 
Securi t ies  c a l l e d  i n  re- 

organizst ion 3. 
Cnnvarsion (8ecurities 

offered in exchange) --..+x- \ 

This brings the t o t a l  nlrrnber of  reglstrat.i.,:>n stater3entz f 3.1-ed 
( e x c l ~ ~ s i v e  of r e f i l i n g s )  s ince  the  effective dnte of the  Securi-  
ties Act, Through Banuary 26, to 1269, For tho two-week period, , 
the aggregate of the offer ing amount of  t h e  t'ilings of new 
issues and the approximate market va11;ke of the reorganizat ion 
secu r i t i e s  and ~ e c u r l t l e s  t o  be exchanged was $.35,916,245, , 

I; ? 

1 1  

During the sane period, r e g i s t r a t i o n  s ta tenants  becom- , 
ing e f f e c t i v e  were a s  follows, w i t h  an aggregate offer ing amouqt \ ,  

of t h e  new issues and the approximate market value of  the reor- I aniza t i sn  securities and securities to be c:rclzanged totaling 
g6 877,5008 9' 9 

Issues of new s e c u r i t i e s  7 
Ysc~~r i tLes  ca l led  i n  re- 

o rgan iza t ion  2 
C~>nvession ( s e c u r i t i e s  

o f f  gred i n  exchznge) 0 

T o t a l  9 

The nuutia-i. c,l" registr~.t,ion sf,:: :,r.,c,r:nts dacl ;  r e d  ef f ectivc (ex- 
clusive ; . ; j t)i~~ra-,ials tnd stop oxder,;) i?n;ier the  Secur i t i es  
A c t  as  of January 26, thus tzotals  911. 



Other. i?cf;ivi t i e s  of the  C O ~ ~ ~ Q I S S ~ Q ~  Sncll~de tho 
following: (I) Study of  . rob lcms  r e l a t i n g  t o  t h c  csnt~ol 
and reg??lacitx: of the oil ro: je l ty  b;/slnoss; (2) P r o n ~ l l g a t i o n  
of rules governing the activitie~ of nembers of exchanges; 
( 3 )  P r o n u l g ~ ~  ticn of rilles governing t h e  i s ~ ~ a n c e  of proxies 
under Section 1.4 of the Gecuities Fixckrange Act; ( A )  Sttldy 
and analysis of the prablerr, i r r ~ ~ o l v e d i n  the so-c?~11ed "private 
offering" of secrzrities, and rtlethods o f  c o i ~ t r o l l i n g  +;he same; 
(5)  Study of the. problems reltii;ing .Lo the  r e g  i18  t i o n  of  %he 
over-the-counter t rading i l l  s e c u r i t i e s  j (6) i i e v k s i ~ n  of  r~:les 
and regulations under the Gecvrities Pc t ,  ~ .nd  a d q t i o n  of 
rules of p ~ ~ z c t f c e  and procedure before the  Coa::ission wder 
both Acts; ( 7 )  Ado;~ t ion  of amendments ta tnc? ru l e s  governing 
the us+ of Form 10 under the  Eecj!si5ies F:cc.lange Act. 


