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Honorab14 OreD Hard... ChUrman 
CoQll1ttee oa Interstate ancl rore1an 

CQnmerce 
uous. of ReprUeDt.ativu 
WQh1ngtoD lS, D. C. 

Dear Mr. RaUb: 

o 

CHAIRMAN'S OFFICE 
MAILED 

OCT 31960 

Signed by: 

on Jlme 30, 19S~, 1 wroto to 10\1 for the purpo .. of ad'Yhlng lOU 

of th' fut that. the baekloa of 1nve.Ug&tiOD. in our tiew Y()rk !l~ponal 
Office va. ~ tut 1t .w4 ~ impo •• ibl. fortbe .taff of tiKt off1Ge 
to ",raue all .of the •• matter. v:f,th any proll\Ptne •• lind consequently it 
1IIIOuld be DeCe8eary to c::lo •• eertl.iD of eMse caa •• vitbou't a determtnlf.
t1Qn that DQ. actionable violatioo. had occurred. 

In youI' l'ep17 to me dated July 24, 1959, you ppreued CODcem 
over thi. aituation mel requested • report of cue. dosed undeJ;- thb 
procedure. 1 encloH a melll)randum fl'OlllOUl:' D1v181oD of Tracling lind 
1iXChan.\;.e. cfiacua8ing the caaea whtch may " l'e$ucle4 .1 having bgen 
clo", under ehi. procedure dudns the theal ,.ear ).960. I trus'l; that 
this will auppl)p the 1nfoS'1l&tioQ ·that you dq1re. 

1 reaUu that )'0" d.ea1.rec1 to Uve tbh report AU! of september 30. 
1959. We CODcluded, however. that .. report •• of that tf.me would not be 
informative because of the very lim1te4 'Use _de .f the ptocecJure up to 
that date. This circum.tcce hU been dhcu .. ed with members of the 
_tatt of your Committee. 

Enc 10 INre 

!1acerely :yours, 

Edward Ii. Gad&by 
Chairman 
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If.£MORANDUM PREPARED BY ntE DIVISION OF TRADING AND 
E\'CHANGE5, SeCURlTIES AND EXCH ANGE COb~~il ~SION. CONC!!RNIUQ 
CLOSING OF CASGS nr nlE NEW YOlf(K REGIONAL OFFICii DimI NO 
TI l!! FISCAL YErul 1960 

On June 1,f), 19~9 the Dlvltlon lent. memorandUJ;l to t.he Commission 
advising the Commission of the fact that, due to the pre.sure of 
enforcemen~ work In the n .. York Regional Office, that office migh~ 
find it necessary to close certain case. without. definUe determina .. 
tion that no actionable violationa existed which upon complete investiga
tion might just1fy enforcement action. This procedure would be appl1c:ab1e 
where, due to the pressure of enforcement mattera involving a greater 
public interest. there appeared no likelihood that the particular ca •• 
eould be developed to tM point of enforce.~nt .ction lfitbin any 
Hasonable time. 

Under date of June 30, 1959, Chairman Gadsby tran~~ltted a eopy of 
thb memorandum to Honorable Oren Harrlt, Chairman of the Comittee on 
Interstate and Foreign Commerce of the House of Representatives for the 
information of that c;om:dtte •• 

On July 24, 1959, Congretlll'C.an Harris eote to Chatman Gadsby 
expressing eonc:ern over thi, situation tmd :requesting. report •• to 
the closing of cas.. under this procedure. This tnemorandwn ha. been 
prepared In respon.. to that "quest. 

During the fiscal year 1960 an 899regate of 2l~ docketed and 
p:reUm1nuy investigations In the New York Regionai Office were closed. 
1.- of these clOSings represented the closing of prelb<!inary Inve5tlgatlons 
by their conversion into docketed casel, leaving e balal'lce of 197 cases 
finally closed. 

Of th.e 197 cases so closed, ten may bct deMied tQ have been do," 
pursuant to tho proudure outlined in the Division's memorandum of 
June· l!l, 1959. These Cases are as foUomu 

1.Y;aMu8!d Intern§tional Corpu FUe N'Y-3211 

This case wae opened on Aprll 22, 19~9. following a complaint 
that one Leo Spellman, president of the company, had been 
cau.1ng the company to le11, its shares without effective 
registration undo tM Securlt1et Act of 1933, tnpaldbl. 
violation of Section , of that Act. Investigation disclosed 
that ,hares had been sold to the two principal officers of the 
company,to certaln of their relatIve., friends and business 
8ssociates, and to six employee,. Coun •• l for the c~any 
wa. of the opinion that these 1.1 •• were exempt under Section 
4(1) of the Securities Act .. "transaction by bluer not 
involvIng any public offer!.n9". The New York Region.l Office 
wa. not •• thfled that thle opinion wa. correct, but concluded 
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not to pursue the matter in view of the fect that thh 
appeared to be a borderline case under Section 4(1), and 
that there was no evidonc. of fraud 1n the m.Uer. , ThQ 
.c.,e w~. accordingly ~lo6eQ on Septer~er 25, 1959. 

J,lY '0'1 . Kaufr.1 51nn e. Co •• f He ~Y-2990 

This ease was opened on April 29, 1957 to investigato possible 
violations at the registration provisions of the S~curities Act 
of 1933 in the sale of the stock of Basson Industries Corp. 
It appeared that certain .toc~ purport.dly taken for investment 
which had been pledged tG Kaufcann as lecurity for loans had 
been sold, without reglst,ration, to satisfy the loans. 
Subsequently, the acope of the inquiry Was extended to include 
possible violations of ·the 'anU-freud provisions 'of "the 
Securities Act because of s.lee by Kaufmann at about the time 
Bas.son Industries filed for reorganization under Chapter X of 
the Chandlerr Act. A limited invelSti.gation did not disclose 
sufficient evidence of serious 'Violations on which any action 
c.ould be based. Kaufmann ceased ·being ' 11, lItemberof the IIll1erican 
Stock exchange after being suspended because of financial 
difficulties and ceased the sale of Basson's stock. The 
New York Office 'decided 1n view of its heavy .,rkload and 
because of the pressure 'of matters having greater priority that 
further investigation should not be undel'taken. The fHe W8S 

closed on U-ay ·11,. l960. 

3. North J'merican Endorsement CorD •• ' File NY-3112 ,1 

Thi. case Was opened on Sept«nber 19, 1958 based upon possible 
violations of the Bnti-frBud and rE!(Jistration provisions of the 
Securities Act by the S1lbje<:t. in connection with the sale of 
its prO!!l1ssory notes and mortgages., apparently in reliance on 
the intrastate exenlpU.on provided by' Section 3(a}{1l) of the 
Securi ties "ct. A preliminary investigation disClosed the 
corporetion hod. made offen to non-residents of the State .0£ 

, New, York . The subject has ceased to do business, i$ in effect 
defunct and has made restitution to purchasars of its securities, 
.efter an inq\:dry by the IItu,rney GenerBl of New York. In vie", 
of the forc901n~ and In light of its l'Iorkload of !llatters of 
higher priority, the N~w Yor~ Office ~ecommended closing .nd 
the fll. was closed May 20, 19(~. 

4 • . Seaford-Mar Marins, Inc., File NY-3241 

This investigation was opened on July 2, 1959 to determine 
Whether the zegistration and anti-fraud provisions of the 
Securities Act had been violeted by s.veral New York broker
dealers in the sale of the Seaford-Mer Marina, Inc. stock. 
SubseQuently, however, because of action taken on other grounds 
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by the Commission 19a1nst the broke~-dea1er' in question, 
N. Plnsker 8. Co., Inc. and A. J. C,radean 8. Co., Inc., the 
New York Office recommended that thla lIIatte:r be closed without 
fur t her lnvestigation, ~lnd lt. Wat closed ~ay 24. 1960. 

5. -INal', Conscn§tl!t Inc., File NY-f,,91 

On September 12. 1955, this investigation was lnstituted for 
the purpoae of determining whethn the subject had made false 
statements in llteratu.re recommending the purcbue of Krhtina 
Copper Mines stock and whether it had reeelved consideration 
bOll! the Canadian luuer or underwriter for touting tho stock. 
Lat.ltr the lnvestigation was expanded to determine 11 the subject 
had e1so recelved consideration for touting Mid-Contincntal 
Uranium stock. A partial investigation was made of tho matter 
but because of the pressure of other work it could not be 
completed. In vi" of the indictment of Plene .A. DuVal in 
the United Oye and Gulf Coast Leasehold case. and the age of 
th1.l case. the invesUgation was cloNd on June 13, 1960. 

6. ()w(;!n /{. Taylo!', Inc •• fUe NY-2929 

On August 29, lQS6. thh inquiry was initiated to determine 
whether this investment adviser was responsible for false 
statements In literature reco1ll1!endlng thepurchese of Baale 
Atomic stock and whether it WaS receivln9 consideration for its 
recommendations. From a partial investigation conducted it 
appears that there was some basis in fact for some of the more 
qvestionable representations made. In addition; the investi9a
tion felled to show any consideration was received for 
recommending t he stock. The New York Office recommended the 
closing of this case because of its age and the fact that 
revocation proceedings were pending against the subject as a 
result of another investigation. The file was closed June 13, 
1960. -

7. Kirkland Minerals Corp. Ltd •• File NY-PI 

This ca •• ",8 opened on November 29, 195'1 for th, PI.!1'POt. Of 
investigating the tale of Kirkland MlnP.J'8l& and R.ndell: Corporation 
stock by R. D. Gravi' a Co., Walker-Stevens. Inc. end Lineoln 
SecuJ'ities Corp. Du. to tho heavy workload of th. office, the 
eas. cQuld not pron:pt1y bet developed. Howevol', the activities 
of the broker-dealers became the subjects of other tnvestigation$ 
which resulted in action' against the prinelpalt, In view of 
the c1rcumsbnces, this fil e " 3 5 clcsoo May 17. 1960. 

I 
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is . tlcrth Af.I!;!rican Cig ar ette .," SH)u f aeturarfi. Inc" fUe NY~PI 

On Novembe:- 26. 1958, t his CUlt VIaS opened to l,ook int9 posl1.ble 
violations of the registration and anti-fraud provhlon$ of tho 
Securities /let in the sale Qi the aubjeGt'. atock. Suba'q"u;ntly, 
the investigation was broadened for the purpose of looking into 
the activities of Sest Secudties Inc. wbo had ~en wlUng the 
stock. The New York Office l'ecolmlended dosing the case 
without further investigation beceu58 O.f \he broker-dealer ~ 
.revocation action brought against Best Securltilts Inc. by 
;reason of alleged violation. lnvolvin~ tile a,le of stock of 
.noth.~ company. Accordingly; this inve.tigation wat closed on 
May 26, 19(){). 

9. Pan-Israel. Oil Co •• ,FileNX-PI 

On August 20. 1956, this file was opened to determine whether 
there had been violations of the nglstl'ation prov1sions of the 
Securlti •• Act in connection with the .al. of the .ubject's .toek. 
Th~ initial investigation w •• supplemented When it ,ppeered that 
• control person may h.ve sold his personally owned stock with 
the result that a registration statement fil.a In connection with 
the subject's secul'1t1ea may have b •• n fehG and dde.ding. 
Nothing WaS done on the supplemental assignment becaus8 of 
prio;oity of other matters re.ul ting from "boiler-room" .. Investiga
tions. The New York ottica recommended that the file be closed 
because of the leek of pubUc interest and the heavy workload 
of the offic., and the file was closed on ~8Y 20. 1960. 

10. :[he Old IU ekory Copper Cp •• fUe tN-PI 

A preliminary investigation, was opened 00 February 29 , 1 ~56 When 
information was Nedved by the New York Office that false 
representations may have been used 1n lel11ng literature 
di5lemin.ted by two broker-d.alert in the .a.1. of Old ,HlcKory 
Copper Co. stock. Shortly afterprel1minary inquiries Mre 
cOlmleneed In' this case, other ease. involving "boller-room" 
operations took priority, with the result that the staff had to 
be diverted to these u ses. The ,.tew York Office recom ended 
closing bued on the age of the case Inti the lack of public 
Interest indicated by absence of compl.ints from the investing 
pubUc. On March 24. 1960, the fUe WllS closed without baving 
been fully investigated. 

The following two oaees perhaps may be deemed to allo lnvol ve the 
procedure 1n qJestlonl 
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Keith Richards Secur~tie$ Corp •• Flle NY-3211 

In this case the COlllT.ission, .fter al"l investigation, c;orror.'fmced an 
action In the United States District Court to enjoin violation of 
the net capital and bookkeeping rules by Keith Richards Securities 
Corp., a registered broker-dealer. In 1957 proceedings were 
instituted to revoke the registration of the firm primar\ly upon 
the basis of falae re~relentatlon$ to customers by salesmen of t~e 
fi%'ll! concerning the stock of Arl1ss Plastics Company. On July 7. 
the Commhslon entered Us finding6 and opinion revoking the 
registration of the firm. Consideration was. 91ven to t .he (lIlestion 
of tltiether the 1.nvelltigation should be pursu&d with. view to 
po9$1ble crimind prosecution. It ,laS concluded that, due to a 
relative lack of public interest and because of th~ pressure of 
matters having 9Nater pr1orlty;sueh further investigation would 
not be undertaken and the ¢8$& was closed on OetoQer 20, 1959. 

Silver Cr1Jb!.r t.1iMS. l.td., FUe tlY.Pl 

The ~ubject invest~8tion was opened on August 6, 1956 fartha 
PiJrpose of oeterreining whether the .subject, a Canadian issuer, was 
offerlng and sell in9 its securities 1n violation Or the registra
tion and anti.~fraud provisions of the Securities ,,ct and whether 
it should be required to register a6 8 broker-dealer under the 
Securlties Exchange lI.ct of 1934. The extensive investigation which 
~aS eondueted into this matter WM handicapped by the feet that the 
prinCipal subjects were outside the lJnited States and the Commission 
"as unable to obtain certain docurnentl'ltion due to Canadian l.aw 
restricting removal of corporate ~cords from that country. The 
investigation did reveAl, however, that the ftlnds received from 
the sale of the stock were 7'emltted to the bsuer and were used 
for corporate purposes. In addltion, It 4ppear~ that t he 1$~er 
wa$ in receivership. The t!ew York Office rGeommended closing based, 
among other thirl?s, upon the fact that the sales took place I!lCre 
than five years before. The investigation was elosed en May 20, 1960. 

DCChumley!db 


