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To: 

Froca: 

I 

'William L. CSI'Y, Chairman 

Llewellyn P. Young 
R.egional Admird.atrator 

Subjectl Reor84nlzation of flew York Regioual Off.ic. 

Arll1exed to this memorandum i8 a chart showing a 
proposed reorganization of the New York ~egional Office 
that I would li~ to make effective liS 80011 811 conveniently 
poasible. 

The proposed reorganizat10li is designed to deal 
with a nUlliber of administrative problems that h3ve troubled 
we since I came to the New York Regional @ffice about a 
year ago. The decision of Bill !-toran to join the American 
Stock Exchange brought matters to • head. 1 believe this 
the tilH to pu.t the r1!org~lnizat:ion into effect with a 
minimum of d1sarrtlllgement. 

The departure of Bill Mo~.n .a Associate &egiona1 
Administrator 1 .. " .. the opUon of filling hia polition or 
abolishing it. I recoamend that tM position be kept. The 
past year haa d~18trated to me that the As.ociate Regional 
Administrator playa • key role 1naeeing that office policies 
are properly executed, a.s1stin, in the over-all admini.atra
tion of the office and 8ttend:i.os to the myriad lar!er 
questions of clay to day office operation, 1 beUeve that 
the position abQUld be filled frOtll within the uiatin8 ataf!, 
The two logical eandidatu in the New York Regional Office 
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are Me$.~s. Devao8Y and Blair. Whil. both are tlen of 
con.ielerabla ability, 1 believe that Mr. novane)' t 5 temper· 
aJDent and talents, as well as hi. longer tenure at the 
New York Regional Office and greater familiarity with ita 
perGOnnal and with the Street, better qual1fy b1m for tilLs 
pOsition. In making this recommendat.ion 1 do not w.ish to 
de·rogate Mr. BUlir by th~ comparison. He ia a alan of no 
mean 1e&81 lind achinlatrative ability. 

Consolidation of Enforcement 

I believe that the enforcealent group., now aplit 
in two, should be conaoUdated \meier the ugh of Mr. Blair 
.s an Assistant Realonal Adaainla tra tor • The split w.a IlUlde 
in 1960 for reasons of, 1 belleve, expediency. It .. kea no 
sense to me to have enforcement attorneyo who ara skilled in 
1933 Act I118tten but 110t in 1934 Act matter·1i ,or the other 
W4y around. Unhappily, cur enforCel'Derlt problClllS do not come 
tlAd 1n such neat package.. 

The effect of consolidated enforcement will be 
to cast an even heavier burden upcm Mr. »lab:, and upon 
Andrew Gra .. , hi. Chief Enforcemont Attonl.ey. I ... ure 
that they will measure up to the task. 1 would like to be 
able to re.cOIIIIIel14 an increaae 1n &X.de cOGIIINnsurate with 
~ increase in work, but I understand that under present 
Civil Service requirement. tbb 1. not feasible. F\lrther
lIIore. it would create considerable "cOIIIpresaion" at the 
upper end of the scale. .s soon as such increaae in Incie 
is feasible. 1 intend to recoumend 1t. 

Separation of Investment Company and Investment 
Adviser Work 

1 rec~nd that Investment Company inspections 
and Inves~~t Advi.er inapectiona be s.parated from 
broker-dealer 1tU1pections. At the pruent tile they tend 
to be stepchtl4ren. nodUS the pest fheal year this office 
did not beJ1n to meet it. quota of Investment Coap.ny 
and Inv .. tlunt Ad\Jiaer inspectiO!l1l.. This 11181 be attributable 
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larg6:1.y to a late sUlrt. an unaufficlent n1.llllbcr of peraonr.el 
or an over-lilDple quota. At the ~arlW! time.. 1. feel that the 
result 1IIaY bave been ill part d1.IC! to the fa~t dlat. t:b4 
Assistant i.ef;lonBl Administrator (Mr. Blair). vbUe extreme-
17 conscientious and bard wrUng. had a tr.eilt _n)' o~r 
problems to deal with I aany of whicb at tue lDOIIleot seemed 
of greater importlluce than the 1napectiOtl pro&r8ll. 

I rec:oaaend that the lnveabilent Company inspections 
an4 IlWestaaEnt Adviser inspectJ.ona " tr4naferred to die 
upa of Dick B4ndl.er. who w111 aa8UIH respoll.ibiUty for 
them •• w.ll aa for the corporate reorganization work. I 
also reeoaaend that Mr. Bandler be made en Assbtant balonal 
Adolfnfatrator. M a consequence of tIli., Mr. Dandler's 
work w111 cloady paralld that of the Dlvbion of Corporate 
Regulation. An exception 1. the Investment Adviaer inapeetion 
prograua. 1rOll I1f1 e~d.ence at the tiew York Regional Office, 
ebb 1s IllUChmore closely related to ItwCjatraent Com~t1y 
inap.ecior,. than it is to broker-dealer inspections. 

The Position of Regional Coun lJel 

I recoarHnd that Mr. Webs be made B.egt.onal 
Cour.se1 for the tiew York a.gt.oual Office and that ul1d~r hilll 
h. bav. a Seetion of Interpretation, a Complaint Section .nd 
the I'Ubl1e Ref.rence Unit. 1I'0r the past yeat: I IuIve be.n 
tryinl to improve the quaUty of the legal paper work of th~ 
office. and h.v. ~r.onally rewritten briefs .nd pl •• dinss 
and hove superviaed the r.writ1na of othcn. UnhappU,. 
1 fe.l that our brieft atill ret. in in .. ny inttance. • 
pedestrian character that fail_ to do juttic., to our arsument. 
'fbi. is lauch a nsult of theprea_UT8 under which the 
e.uforcement attorn.y. opera!;.. On. of the duti.t of the 
a'aional Counsel will be, per8Otl4l11y and through hi. 
Interpretation Section, to review .11 briefs before they 
leave the office-. A aeeentl .nd equ.lly important duty will 
1>e to reseereb and prepare lDemoranda on the innumerable 
interpretative questiona that .rit. each week, both in the 
fOB of inquiries frOll! the public end in the fom of prohl_. 
in enfor~ement matters. 
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lhe Complaint Section under the Regional COUIlatil 
wUl lulve the duty of sifting, initially reaearchUl&. 
responditlZ to end making recoamen(lations -wit:h respeot to, 
the verT large D\Jmber of complaints ~t. COllie in by letter. 
over the telephone .ad in }Xlr&On evtJry week.. At the 
prfsent time we have been using YOUtts attorney. for this 
job. Seventy.five per cent of the cOIIIplainta are trivia 
and another fifteen per Cent can betaken care of without 
too much dl.£ficulty. It takes a young attorney about aix 
months to becom~ sufficiently familiar with the work of the 
Coi!Diasion, the detaib of the Street 1lnd the material in 
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our fibs to do a workwtnl:Lke'-job, but by the time six months 
bave elapsed" any y~& attonley worth bis a31t 1.a completely 
bored with the work. Any attorney who 18 not JJored wUh 
the work probably he is DOt a good iliaD to bave on the job. 
lhe aolution that I have hit upon - at Least 1 bop$ it will 
prove a solution - i. to put in the Compl~int Section 
lIeveral able but elderly investigators whoae physical (londition 
limits their ability fully to utilize their potential in our 
strenuous er~orc~ent casea. These men wl11 bGve the 
knowledge of the Ccmuiuion. the knOlll~d3e of the Street and 
the knowledge of our filea that no younl attol:ney could 
hop. to have.. They also will not be. I hope, bored through 
frustrated 8Sp1r~t1ona. Thdr work will be overseen by 
the !legionsl Counael, an4. as I will show ~ort1.y. also by 
Mr. Charles Ferrall a.Special Inv.st1satlOtl. Con~lt:.nt • 

Spedal 111'Yt!lstim8tionll Conllulun t 

I.t the present time Mr. Ch.ulea f 'arraU act. 
in f3ct ae Chief Investigator of the office and chief 
adviser with respect to all brok.er-dClaler ,Wlrket aurveil· 
lIInce, fraud. manipulatioo. love.talent Company and Inveat
ment Adviler problema. Beyond this he hea the a&U.nlstrative 
reoponsibility directly. through Mr. Bradicich, tar aU of 
the broker-dealeT, lnveatlllent COcIIpany and Investment Adviaer 
inspection •• ctions. On top of thia. he personally, to
gether with tn. A.societe Regional Ada1ni.trator and the 
Rellonsl A_inbtr.tor, reviews .,.t: inc0II11ng cOlllPlaloU 
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811(1 problema for ~be purpoae of llaking an assJ.alllilent. and 
then personally c1rafta the asaiguraeIft. &e 18 II very buay 
lllan. 

I recommend that he be' freed of h~a direct 
administrative respotlsibiliti.es a:nd be pel.-ml.ttedto devote 
hie tilH to doing what is 1II.Oat useful for tbe office -
reviEwing i .IlCoadng problems and reviewing aU major prob1e1l18 
in the brokaT-&aler. lnvestlllent COIIIpany and Investll1ent 
Adviser sr •• , and acivisingthe i.egional Admin.btrator wlth 
respect thereto. I contemplate that the Complaint Section 
under the r.e~ional COUlUel will do all prelimiNary researcb 
on incOlllina cCIQlPlili.nt8 i the l:uu1t. of wbleh first be 
forwarded to Mr •. Ferrall. who will make bis r.~endi1tion 
tQ the Re:gional AdlQinutrator. Any assignment "oold then 
~ prepared under the direction of an Asoutantltegional 
Adm1niatrat:or alld again nvietfed by Mr~ Ferrall. 

Brtm~h of Small IlJsue!I 

5. 

I reeoumend that the Section of Smail Issues 
be lllade • branch and be taken out of the cl:I.rec.t 
administrative 8Uperv1sion of Mr. Weise. Th18 will abe 
recognition to • dofacto .1tuat1on now .¥i'tins. 

S2ecl~1 Triol Counsel 

One of our difficulti .. ia our lack of expeTi.nced 
trial counael to bandle Lmpo4tlmt c •••• (e.g •• Sutro. 
Cilbert. Inverlabl,.. such COUtlMl are found only in the 
hi el" llda1n:f.atntive ranks of th. office. Aoa!sning ilUch 
a caa. to them haa alway. reaulted in • lack of proper 
8upervision of the younger attorney. for who .. work they 
are responaibla. It i. 110t f.a.sible to develop overnight 
trial counsel of sufficient ability to avoid this probl ... 
The .olution 1,. to take sucb a man out of the aantniatrathe 
hierat"chy anc1 IIl8ke him .vaUabl. to bandl. weh ca ••••• 
th.,. IIdae. Arthur Qoldlun is the 1oalc:al candidate for 
this. Ria urly training we. in Corporate ltegulation. At 
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the New York Regional Off1.e. he developed into an excellent 
Chief En£orc:_nt Atl:OrI1eY. In hi. poaition .. Spec.1al 
1'rial Cou~e1, he will be available to work both with 
Mr. ~lalr OD IIUIjor broker-dealer enforcf!lDelltcases and 
1fith Hr. Bandler on IIUIjor Inv •• ba«nt Company, Inveatlllcnt 
Adviaer or Reorganiution cas.s. •• the circUlll8t.anees re
quire. 

Special Enforcement GrolW 

t plan to retain this group. It bas made • fine 
record in puttin, a eubstant1.al crimp in the opent1on8 af 
the firms on our Surveillance List (suc:c:es~ to the 
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"BoUer RooaI" li.t), baa acted •• a f1re· brig_datn emergency 
aituations and bas taken on such lIIQ.jor easea as the /lmos 
Treat: 1IIBl;ter. all without disruptina the rout1n.e enforcement 
procedure. of the office. 

f\dmln1!itrative Office 

I h4ve not ea yet found the IUn to fill this 
poaition. I have ooe or two candidates in mInd. and in 
addition plan to talk to the Director of the Second Civil 
Service 1teg1on. Until he ia found, h1a function. will 
ct!lnt1nue to be performed hI ma. by the A .. oclete llegional 
Adm1.niatrator, and by fIf1 Speclal CouDael, Mr. Rick •• 

GeneTal 

I apprec1ate the valuable a.siatence He •• re. 
Brcnmm and Becker io help1!1! lH work out the detail. of 
the reorganization. 

LPYounglgp 

LJ..EWIl:LLYN P. YOUNG 
a.glO1U11 Ada1niatra~ 


