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COMMISSIONERS 

Manuel F. Cohen, Chairman 

Chairman Cohen was born in Brooklyn, N.Y., on October 9, 1912. 
He holds a B.S. degree in social science from Brooklyn College of the 
College of the City of New York. He received an LL.B. degree, 
cum laude, from Brooklyn Law School of St. Lawrence University in 
1936, and was elected to the Philonomic Council. He is a member of 
the New York bar. In 1933-1934 he served as research associate in the 
Twentieth Century Fund studies of the securities markets. Chairman 
Cohen joined the Commission's staff as an attorney in 1942 after 
several years in private practice, serving first in the Investment 
Company Division and later in the Division of Corporation Finance, 
of which he was made Chief Counsel in 1953. He was named Adviser 
to the Commission in 1959 and in 1960 became Director of the Division 
of Corporation Finance. He was awarded a Rockefeller Public Serv
ice Award by the trustees of Princeton University in 1956 and for a 
period of 1 year studied the capital markets and the processes of capi
tal formation and of government and other controls in the principal 
financial centers of Western Europe. In 1961, he was appointed a 
member of the Council of the Administrative Conference of the United 
States and received a Career Service Award of the National Civil 
Service League. From 1958 to 1962 he was lecturer in Securities Law 
and Regulation at the Law School of George Washington University 
and he is the author of a number of articles on securities regulation 
published in domestic and foreign professional journals. In 1962, 
he received an honorary LL.D. degree from Brooklyn Law School. 
He took office as a member of the Commission on October 11, 1961, for 
the term expiring June 5, 1963, and was reappointed for the term 
expiring June 5,1968. He was designated Chairman of the Commis
sion on August 21, 1964. 

Byron D. Woodside 

Commissioner Woodside was born in Oxford, Pa., in 1908, and is a 
resident of Haymarket, Va. He holds degrees of B.S. in economics 
from the University of Pennsylvania, A.M. from George Washington 
University, and LL.B. from Temple University. He is a member of 
the bar of the District of Columbia. In 1929 he joined the staff of 
the Federal Trade Commission, and in 1933, following the enactment 
of the Securities Act of 1933, was assigned to the Securities Division 
of that Commission which was charged with the administration of 
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XIV COMMISSIONERS 

the Securities Act. Commissioner W' oodside transferred to the Securi
ties and Exchange Commission upon its establishment by the Securities 
Exchange Act of 1934. In 1940" he became Assistant Director and in 
1952 Director of the Division (now,Division of Corporation Finance) 
responsible for administering the registration and reporting provi
sions of the Securities Act, Securities Exchange Act, the Trust Inden
ture Act of 1939, and, in part, the Investment Company Act of 1940. 
For 14 months commencing in l\Iay 1948, he was on loan to the Depart
ment of the Army and assigned to duty in japan as a member of a 
five-man board which revie,ved reorganization plans of Japanese 
companies under the Occupation's decartelization program; and be
ginning in December 1950, he served 17. months with the N ational 
Security Resources Board and later with the Defense Production Ad
ministration as Assistant Deputy Administrator for Resources Expan
sion. He' took office as a member of the Securities and Exchange 
Commission on July 15, 1960; for the term of office expiring June 5, 
1962, and was reappointed effective June 5, 1962, for the term expiring 
'June 5,1967. 

Hugh F. Owens 

Commissioner Owens was born in Muskogee, Oklahoma on Oct.o
ber 15, 1909, and moved to Oklahoma Cit.y iIi 1918. lIe graduated 
from Georgetown Preparatory School, 'Vasilington, D.C., in 1927, 
and received his A.B. degree from t.he University of Illinois in 
1931. In 1934, he Teceived his LL.B. degree from t.he Universit.y 
of Oklahoma, College of Law, and became associated with a Chicago 
law firm specializing in securities laws. He, returned to Oklahoma 
City in January 1936, to become associated with the firm of Rainey, 
Flynn, Green and Anderson. From 1940 to 1941, he was vice-president 
of the United States Junior Chamber of Commerce. During "World 
'Var II he achieved the rank of Lieutenant Commander U.S.N.R. 
and served as Executive Officer of a PaCific Fleet destroyer. In 1948, 
he became a partner in the firm of Hervey, May and Owens. From 
1951 to 1953, he served as counsel for the Superior Oil Company in 
Midland, Texas, and thereafter" returned to Oklahoma City, where 
he engaged in the general practice of law under his own name. ~ He 

,also senred as a part-time faculty member of the School of Law 
of Oklahoma City University. In October 1959, he was appointed 
Administrator of the then newly enacted Oklahoma Securities Act 
and was active in the work of the North American Securities Admin
istrators; serving as vice-president and a member of the executive 
committee of that AssOciation. He took office as a member of 'the 
Securities and Exchange Commission on March 23, 1964, for the term 
expiring June 5, 1965. 
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Hamer H. Budge 

Commissioner Bu~lge was born in Pocatello, Idaho, on November 21, 
U)10. He attended the College of Idaho, Caldwell, Idaho, and re
ceived an A.B. degree from Stanford University, Palo Alto, Cali
fornia, majoring in political science, and an LL.B. degree from the 
University of Idaho in Moscow, Idaho. He practiced law in the 
city of Boise, Idaho, from 1936 to 1950, except for 3% years in the 
United States Navy (1942-1945), with final discharge as Lieutenant 
Commander, United States Naval Reserve. He was elected to the 
Idaho State Legislature and served three sessions as representative 
from Ada County; assistant Republican floor leader two sessions; 
and majority floor leader one session. He was first elected to the 
82nd Congress on November 7, 1950, and represented Ida.ho's Second 
Congressional District in the United States House of Representatives 
during the 82nd, 83rd, 84th, 85th, and 86th Congresses. In the 
Honse, he was a member of the Rules Committ.ee, Appropriations 
Committee, and Interior Committee. During the period 1961 until 
his appointment to the Commission, he was District Judge in Boise. 
A member of the Idaho and American Bar Associations, he has been 
admitted to practice before the Supreme Court of Idaho and the 
Supreme Court of the United States. He took office as a member 
of the Securities and Exchange Commission on July 8, 1964, for the 
term of office expiring June 5, 1969. 

Francis M. Wheat 

Commissioner 'Wheat was born in LOs Angeles, California, on Feb
ruary 4, 1921. He received an A.B. degree in 1942 from Pomona 
College, in Claremont, California, and an LL.B. degree in 1948 from 
the Harvard Law School. At the time of his appointment to the 
Commission, Commissioner meat was a member of the Los Angeles 
law firm of Gibson, Dunn & Crutcher, with which he became associated 
upon his graduation from law school. His practice was primarily in 
the field of corporation and business law, including the registration of 
securities for public offering under the Securities Act of 1933 .. He has 
been active in bar association work, including service as Chairman 
of the Committee on Corporations of the Los Angeles County Bar 
Association and Chairman of the Subcommittee on Investment Com
panies and Investment Advisers, Committee on Federal Regulation 
of Securit.ies, American Bar Association (Banking and Business Law 
Section). He also has written or co-authored articles on various 
aspects of the securities business and its regulation, bot.h under Federal 
and st.ate law. He took office as a member of the Commission on Octo
ber 2, 1964, for the term expiring June 5, 19~6. 





PART I 

IMPORTANT RECENT DEVELOPMENTS 

Special Study of Securities Markets and its Implementation 

Fiscal year 1964, which marked the 30th year of the Commission's 
existence, and the months that followed was a period of extraordinary, 
even historic, significance for the Commission, the pacts of the nation's 
economy which are concerned with the issuance and trading of secu
rities, and, of course, public investors. 

Shortly after the beginning of the year, the final two portions of 
the Report of the Special Study of Securities Markets were transmitted 
to Congress.1 The Special Study and the Report, constituting the 
most thorough examination of the securities markets since the early 
1930's, have already had far-re.o'tching consequences. Even while the 
study was still in progress, it stimulated an extensive self-examina
tion by various segments of the securities industry, most notably the 
self-regulatory agencies, which resulted in a number of improvements 
in the rules and practices of those agencies. Secondly, the Report 
provided a foundation for the far-reaching legislative proposals sub
mitted by the Commission to Congress in June 1963, which, with cer
tain modifications, were enacted into law in August 1964. This legis
lation (the "Securities Acts Amendments of 1964") is summarized 
in Part II of this Report and referred to at appropriate points e1se
where in the Report.2 

The 1964 Amendments represent the most significant statutory 
advance in Federal securities regulation and investor protection since 
1940. In the main, they eliminate the differences in reporting require
ments between issuers of securities listed on the exchanges and the 
larger issuers whose securities are traded over the counter, allow the 
self-regulatory agencies and the Commission to raise standards for 

1 For a summary of the contents of the Report, see the 29th Annual Report, pp. 1-3. 
The Report Is available from the Superintendent of Documents, Government Printing 
Office, Washington, D.C., 20402, as H. Doc. No. 95 of the 88th Cong., 1st Sess. Pt. I: 
$2.25, Pt. II: $3.50, Pt. III: 50 cents, Pt. IV: $3.75. The letters of transmittal and the 
Study's conclusions and speCific recommendations are set forth In a summary volume, Pt. V: 
55 cents . 

• A more extended summary and discussion of the legislation Is contained In Securities 
Act Release No. 4725 (September 15, 1964). 

757-903--65----2 1 
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entry into the securities business, and strengthen the Commission in 
dealing with broker-dealers and their employees. The legislation 
was strongly supported in principle by representatives of the securities 
industry and by others affected by it, and it benefited from extensive 
hearings by the Congress which permitted a thorough consideration 
of all of the issues involved. In signing the measure·, the President 
stated: "The law signed today should further strengthen the securities 
markets and public confidence in them. Industry and government 
have worked together in the writing of these laws. Industry and 
government will work together in making these measures succeed." 

A number of changes in the Commission's rules have already been 
effected or proposed to implement the new legislation or to conform 
the rules to it. One important area still to be implemented relates 
to the Commission's new authority to prescribe qualificatiori standards 
and standards of conduct for those registered broker-dealers who are 
not members of a registered securities association. The Coinmission 
is now gathering more precise and fuller information as to the persons 
and firms affected and assessing the regulatory needs and problems 
which may be anticipated. 

Significant progress has been made in the way Of administrative 
action by the Commission and the self-regulatory agencies in imple
menting the recommendations of the Special Study Report. This is, 
of course, a continuing process, and what is referred to herein as 
prospective action may well be accomplished fact by the time this 
Report appears in print. In one of the principal areas also dealt 
with in the Amendmerits, qualification standards applicable to mem
bers and their employees have been tightened by the self-regulatory 
agencies. Proposed amendments to the COIpmission's net capital rule 
establishing for the first time a minimum net capital for broker-dealers 
were submitted to the industry on an informal basis for comments; 

. comments have now been received and the proposal will be considered 
by the Commission before it is officially published for comment. . 

The Commission's staff has devoted considerable effOlt to assisting 
the self-regulatory groups in the formulation of effective rules gov
erning selling practices. Primary emphasis was placed on supervision 
of salesmen by the principals of broker-dealer firms. The Ne\v"York 
Stoc~ Exchange' (NYSE) adopted a new superVision rille in the 
spring of 1964. The ~oard of Governors of the N ati6n~1 AssoCiation 
of Securities Dealers, Inc: (N AS:b) lias appro~ed a p~ckage of rules 
which set out in detail members' respon,sibilities for supervision, 
maintenance of certain records and handling o,f discretionary accounts. 
As of October 1964, these rules were submitted to the NASD member
ship for adoption. At the same time increased attention is being paid 
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by the self-regulatory agencies to' inspections of'brokerage firms and' 
enforcement of selling practice hIles. The NYSE," American, and sev-" 
eral regional exchanges have adopted hew rules and interpretations 
with respect to advertising and investment advice. The NASD 
Board of Governors luis adopted a comprehensive interpretation "'ith 
respect to these matteI'S. And the CommissionJs staff has drafted 
comparable rules applicable to investment advisers which will b~ 
submitted informally to the industry for comment in the very near 
future. ' 

"Two 'of the areas which were studied in great depth by the Special 
Study and were subjects in its Report of recommendations for exten
sive changes were the' activities and responsibilities of floor traders' 
and specialists oli. the exchanges. These recommendations in t.urn 
gave rise to extended discussions between members of the staff and of 
the New York and American stock exchanges, culminating in the 
adoption, on June 2, 1964, of Rule lla-1 under the Exchange Act,3 
the first Commission rule ever adopted relating to floor trading, and 
the announcement, on September 24, 1964, of proposed Rule llb-1 
reiating to specialists.4 Briefly, the 'purpose of Rule lla-1 is to elimi
nate the abuses ,,·hich the Commission found in floor trading on the 
two major exchanges. The new provisions require that traders must 
have substantial capital and they are subjected to high performance 
standards, various conditions designed to eliminate or minimize pos
sible coriflicts with public customers, and other restrictions intended 
to channel their trading for beneficial purposes.s Upon the effective
ness of the rule, about 30 traders became registered on the NYSE, as 
compared with an estimated ?OO persons who engaged in floor trading 
in recent years. 

Tile proposed specialist rule, which also applies only to the two 
large New York exchanges, forms an integrated regulatory program 
together with rules which have been adopted by those exchanges 
and which will take effect concurrently with the effectiveness of Rule 
llb-l. It contains three major parts. The firSt part would require 
the exchanges to have adequate rules in certain areas. TllU~, for the 
first time the exchange rules WQuld have to impose an affirmative obli
gation on specialists to utilize their capital as dealers to assist in the 
mainten~nce of a fair and orderly ~arket, and the proposed exchange 
rules so provide. Additionally each exchange would have to establish 
adequate minimum capital amounts for. specialists and provide effec
tive methods of surveillance of specialist activities. Finally, the ex-

.. 
8 Securities Exchange Act Release No. 7330. " 
• Securities Exchange Act Release No, 7432. " 
• For further discussion of this rule. see p. 13. infra. 
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changes would be required to have rules on the brokerage responsibili
ties of specialists. Among the changes adopted by the exchanges are 
rules designed to assure that specialists' brokerage customers receive 
the best possible prices available and that the specialist does not give 
himself preferential treatment over his own customers. The second 
part of Rule 11b-1 would establish a procedure by which the Commis
sion can review and disapprove new exchange rules relating to special
ists if the Commission finds that they are inadequate to achieve the 
purposes described in the rule or are inconsistent with the public 
interest or the protection of investors. The Commission, of 
course, would retain the authority contained in Section 11 of the Ex
change Act to adopt its own rules regulating the conduct of specialists 
if that becomes necessary. The third part of Rule llb-1 would permit 
the Commission to commence proceedings directly against a specialist 
in certain cases where an exchange has failed to do so or its action has 
been inadequate. 

Turning to the over-the-counter markets, a new Rule 15c2-7 re
quires dealers entering quotations in a system such as the "sheets" of 
the National Quotation Bureau to disclose whether they are acting 
as correspondents, or have entered into some other financial arrange
ments with other dealers, and the identity of the latter. This informa
tion is to be revealed in the published quotations by symbol, number 
or otherwise. The rule should improve significantly the reliability of 
the wholesale quotations system and make it more informative.6 Ex
tensive consideration is also being given by the Commission and the 
N ASD to revisions of the retail quotations system. 

During the 1964 fiscal year, the Commission established an Office of 
Regulation within its Division of Trading and Markets, one of whose 
primary responsibilities is to oversee the operations of the self-regula
tory agencies. In pursuit of that goal, the Office has conducted con
tinuing inspections of various operations of the exchanges and the 
NASD. Furthermore, the new Rule 17a-8, requiring the exchanges 
to file with the Commission reports of newly proposed rules, enables 
the Commission to be a ware, on a continuing basis, of developments in 
an exchange's policies and to offer the exchange, at an early point, the 
benefit of its views.7 Important steps have also been taken by the 
self-regulatory agencies, particularly the NASD, to effect organiza
tional changes in line with the views expressed in the Special Study 
Report. 

The above are only some of the many steps already taken or under 
active consideration as a result of the Special Study and its Report. 

o For further discussion of this rule, see p. 16, infra. 
T This rule is discussed on p. 19, infra. 
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Enforcement Activity: Proposed Revision' of Annual' Report 'Form' for 
Investment Conipanies 

,Although the Commission'~ attention during the Hl6Hiscal year was 
focused to a 'considerable 'eitent on the impiementatioU' of the'Special 
Study's'recoinmendations, its'day-to:day enforcement activities; de
sigried to 'combat fraudulent' and other illegal 'practices ,in' securities 
transactions, continued at a vigorous' level. ,'Details regarding the 
various aspects 'cit these activities 'will' be found in the appropriate 
parts of this Report. Among other things, :50 cases were referred to 
the Department' of' Justice for ctiminai' 'prosecution ,during th~ year. 
On the civil side, 84 injunctive and related enforcement proceedings 
were instituted by the Commission in the Federa.l courts. And 458 
investigations of securities transactions involving possible violations 
of the,anti-fraud or other provisiOlls of the securities acts were insti
tuted. A substantial number of formal administra.tive proceedings 
were instituted with respect to broker-dealers and investment advis
ers-119 broker'-dealer proceedings' and 9 investment adviser 
proceedings. 

The Commission's inspection program under the Investment Com
pany Act of 1940, which has proceeded at a steadily accelera.ting pace 
since its inception in 1957, resuited in a'record total of 146 inspections 
during the 1964 fiscal year. ' Even at that rate, 'however, each of the 
617 so-called "active'; registered investment companies would be'in
spected only once every 4.2 years!, To place the inspection program 
even on a 3-yea-r' cycllf ~ould require' additional, personnel and entail 
other rela-ted expenses. It also takes time and expense to train inspec
tors, many of whom must necessarily'be new recruits,to achieve a high 
degree of proficiency. The Commission has proposed expansion of its 
inspection program because of its proven value; 

'Even under' an' expanded inspection tprogram, 'certain ·investment 
companies inevitably require closer, or prompter"scrutiny. Because 
of 'this and the continued growth in the number' and size of investment 
companies; the Commission' considered'that,the public interest and the 
protection 'of, inveStors would be served'by strengthening'the'annual 
'report filed by investment companies, 'and accordingly:it published a 
proposal, shortly after the end of the fiscal year, to revise the'present 
Form N....:.30A-l, which i() the current ,annual reporting form for all 
registered management investment 'companies except those which issue 
periodic payment plan certificates and'smalVbusiness investment com
panies licensed as such under the Small Business Investment ,Act of 
1958.8 

• Investment Company Act Release No. 4026 (August 4,1964). 
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The proposed form, which emerged from some 2 years of drafting 
and redrafting by the staff, with the benefit of discussions and cor
respondence' with com~ittees representing the investment company 
indq.stry and the accounting profession, is designed to provide better 
disclosure to the investing publi~ and to chl!nnel ~ore effectively the 
Commission's inspection, program. The form, either as publishec!. for 
comment or as it may be modified prior to adoption, should also serve 
to focus attention of the investment companies and their management 
more sharply on the prohibitions and requirements of the Investment 

, Company Act and thus provide a significant measure of self-regula
tion. ' 

Registration of New Securily Offerings 

The 1964 fiscal year saw a slight increase over the previous ye(lr in 
the number of:registration statements filed, but a substantial increase 
in the dollar amount involved. A total of 1,192 statements was filed 
during the year for securities 'with an aggregate offering price of $18.6 
billion, as compared to i,159 statements and $14.7 billion the preceding 
year. 

In the course of the fiscal year, the Commission published an exten
sive guide containing numerous policies and practices of its Division 
of Corporation Finance with respect to the disclosUl'es required by the 
Securities Act of 1933 ane!. the rules thereunder in connection with the 
filing 9£ registration statem~nts under the Act.", It is expected that the 
publication of these policies and practices will not only be of assistance 
to registpll~ts, a,nd their cowlsel and accountants in the preparation 
of registration statements, but also that it will relieve the staff of the 
Commission of the necessity for commenting on these matters in re
spect of such statemepts. 

The Comlllission and its staff are constantly striving to reduce the 
time required to process r~gistration statements, without, of course, 
diminishing the thoroughness of the examination procedure. During 
the year, there was a further significant reduction. Thus, with respect 
to registration st<'l,tements which became effective d,uring the year (ex-, 
eluding certain investmept ~ompany filings), the median number of 
days elapsing from the date of filing to tlW date of the'staff's letter of 
·comment was 16, as compared with 27. th~ previous year; and the 
median time from filing to effective date was 36 days as compared to 52 
days the year before. A total of 1,121 statements in the amount of . , . 

• Securities Act Release No. 4666 (February 7. 1964). 
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$16.9 billion became effective during the year. The chart below 
portrays the dollar volume and number of registrations with respect 
to securities which became registered during the fiscal years 1935 
through 1964. 

SECURITIES EFFECTIVELY REGISTERED WITH S.E.C. 
Dollors Billions 
20 

1935-1964 

DOLLAR VOLUME 

16 ~------+-------+-------4_------~---

12 f------------------+-------+i.&W 
8 f--------+--------f-------+-- ~ 
4 

o 
H 
20~·r~~--~------~------~------~r-------r-----~ 

15 ~------+-------4_------4_------~-------L 

10 t--------+--------+--------f-------~----

5 

1935 40 45 50 
(Fiscol Year!) 

PAUL GONSON 
SECURITIES AND EXCHANGE COMM'N 

WASHINGTON. DC 20549 

55 60 
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PART II 

LEGISLATIVE ACTIVITIES 

During the fiscal year 1964, Congressional hearings were completed 
on the Commission's proposals for amendment of the Federal securities 
laws. Hearings had previously been held in the United States Senate 
before a Subcommittee of the Committee on Banking and Currency, 
immediately prior to the close of the fiscal year 1963, and during those 
hearings the broad purposes of the legislation were strongly endorsed 
by all segments of the securities industry. S. 1642, the Senate bill em
bodying the Commission's proposals, was passed by the Senate on 
July 30, 1963 and referred to the House of Representatives. A Sub
committee of the Committee on Interstate and Foreign Commerce, 
House of Representatives, held hearings for a total of 13 days on S. 
1642 and two companion bills, H.R. 6789 and H.R. 6793.1 After the 
close of the fiscal year, S. 1642 was passed by the House with certain 
amendments agreed to by the Senate, and was enacted as Public Law 
88-467 on August 20, 1964. With some exceptions, the legislation as 
enacted was closely similar to the Commission's original proposals. 

The Commission's legislative proposals were based upon the Report 
of the Special Study of Securities Markets 2 and had two major pur
poses. The first was to improve investor protections in the over-the
counter markets, primarily by extending to investors in a significant 
portion of the securities traded in those markets the fundamental 
protections which had been afforded generally only to investors in 
securities listed on a national securities exchange. Under the legisla
tion as proposed by the Commission, the registration, periodic report
ing, proxy solicitation and insider reporting and trading provisions 
of the Securities Exchange Act of 1934 were to be extended to over
the-counter companies having more than 750 shareholders (500 share-

1 These Identical bills had been Introduced on June 4, 1963. S. 1642 was Introduced 
(by request) by Senator A. Willis Robertson, Chairman of the Senate Committee on Bank
ing and Currency; H.R. 6789 was introduced by Representative Oren Harris, Chairman of 
the Committee on Interstate and Foreign Commerce, House of Representatives; H.R. 6793 
was introduced by Representative Harley O. Staggers, Chairman of the Subcommittee on 
Commerce and Finance of the Committee on Interstate and Foreign Commerce, House of 
Representatives . 

• For a summary of the Report of the Special Study of Securities Markets, see the Com
mission's 29th Annual Report, pp. 1-8. 

'S 
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holders at'la subsequent· date); and :mqre than'$I,OOO,OOO in 'asSets. : Com
panies'meeting these'st~ndards,worild,be required,to ille,a registration 
statement: containing-ma~rial !informatiol1' -regarding; their busineSses 
and. to keep (such· information t current' by periodic <reports; security 
holders whose'proxies :are;solicited,woilld be,flirnished, with' a; proxy 
statement' contain,ing adequate 'and. accurate' information; and, corpo
rate. '~insiderS~' ,wouldi be· required' tolreport,tlieir'transactions in,the 
securities, of such· companies :an'dwouid be liable for short-swing 'trad
ing profits:iri the securities of their company. 'Certain classes of com
panies were exempted from these requirements. The Commission's 
proposals in this 'areawer'e'ehib'odi~d"in!Public Law 88-467, but were 
modified by the Congress to exempt also insurance companies which 
meet certain specified requirements. 

The second purpose of the Commission's proposals was to strengthen 
the qualification standards for entrance into the securities business 
and to make more effective the disciplinary controls of the Commission 
and the rules of industry self-regulatory organizations over securities 
brokers and dealers and persons associated with them. Under the 
Commission's proposals registered securities associations were to be 
required to adopt rules, subject to Commission approval, establishing 
standards of training, experience and competence for members and 
their employees and to establish capital requirements for members. In 
addition, all over-the-counter broker-dealers would have been required 
to be members of a registered securities association in order to bring 
them within the self-regulatory scheme. Public Law 88-467 did not 
embody the latter proposal, but provides instead that if a broker
dealer is not a member of a registered securities association, the 
broker-dealer and all natural persons associated with the broker
dealer must meet such specified and appropriate standards with re
spect to training, experience and such other qualifications as the 
Commission finds necessary or desirable. Public Law 88-467 includes 
the Commission's other proposals in this area, including modification 
of the statutory scheme for disciplining violators so as to permit action 
directly against an individual; provision for the imposition of inter
mediate sanctions against a broker-dealer, such as temporary suspen
sion or censure; and clarification of the authority of a national secu
rities association to act directly against offending individuals. 

In connection with Congressional consideration of the Commission's 
legislative proposals, members of the Commission testified before a 
Subcommittee of the House Committee on Interstate and Foreign 
Commerce on November 19 and 20, 1963 and on February 18 and 19, 
1964. In addition Chairman Ca,ry testified on March 5, 1964 'before 
the House Committee on the District of Columbia in favor of H.R. 
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9419,. a bill to provide for the regulation of the sale of securities in 
the District of Columbia and the licensing Of persons engaged in that 
activity;3 . On June 23, 1964 Chairman Cary also testified before the 
Subcommittee' on Cerisus and Government' Statistics of the House 
Committee on Post Office and Civil Bervice in connection with the 
Subcommittee's inquiry'into the reporting and paper 'work require
ments of the various Governmental agencies; During the fiscal year 
the Commission analyzed a total of 37 bills and legislative proposals 
submitted by Congressional Committees or the Bureau of the 'Budget. 

>, 
3 The bill was enacted Int,o la\V on August 30, 1964, as Public Law 8S-503, 



'PART III 

REVISION OF RULES, REGULATIONS AND FORMS , 

Several new rules 'were either adopted or proposed during the 1964 
fiscal year as a direct reslllt of recommendations made in the Report of 
the Special Study of Securities Markets. In addition, the Commis
sion maintains a continuing program of reviewing its rules, regula
tions and forms in order to determine whether any changes are appro
priate. Certain members of the staff are specifically assigned to this 
task, but changes are also suggested, from't.ime to time, by other mem
bers of the staff and by persons outside of the Commission who are 
subject to the Co~mission's requirements or who have occasion to 
work with those requirements in a professional capacity, such as 
underwriters, attorneys and acco,untants. 'Vith a few: exceptions 
provided for by the Administrative Procedure Act, proposed new 
rules, regulations and forms and proposed' changes in existing 
rules, regulations and forms are _ published in preliminary form for 
t.he purpose of obt.aining the views and comments of interested per
sons, including issuers and ,fatious industry -'groups, ,,,hiclL are .given 
careful COllsideration.1 The changes which ,,,ere made during the 
fiscal year as well as thOse proposed changes which were published in 
preliminrury form and'were pending at the end of the year are described 
below. 

mE SECURITIES ACT OF 1933 

Adoption of Rule 156 

During the fiscal yea,r, the Commission adopted Rule 156 which 
defines as "transactions by an issuer not involving a public offering" 
in Sect.ion 4 (1) of the Securities Act of 1933, transactions which are 
exempted from: the Investment Company Act of 1940 by Rule 3c-3, 
recently adopted thereunder.2 

1 The rules and regulations of the Commission are published In the Code of Federal Reg
ulations. the rules adopted under the various acts administered by the Commission app~ar· 
Ing In the following parts of Title 17 of that Code: 

Securities Act of 1933, pt, 230, 
Securities Exchange Act of 193~, pt. 240. 
Public Utility Holding Company Act of 1935, pt. 25'0. 
Trust Indenture Act of 1939, pt. 260. 
Investment Company Act of 1940, pt. 270. 
InveRtment Advisers Act of 1940, pt. 275. 

• Securities Act Release No. 4627 (August 1.1963). 
11 
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Rule 3c-3 exempts from the provisions of the Investment Company 
Act transactions by any insurance company with respect to certain 
group annuity contracts with employers or their representatives cov
ering at least 25 employees and providing for the administration of 
funds held by such companies in one or more so-called "separate ac
counts" established and maintained pursuant to state law. It has 
been represented to the Commission that because of the variety and 
complexity of such contracts, they must be separately negotiated with 
employers who retain expert advisers, are fully informed in the mat
ter and are in a position to fend for themselves. 

The new rule under the Securities Act provides that transactions 
of the character referred to therein shall come within the rule only 
if the transaction is not advertised by any written communication 
which, insofar as it relates to a separate account group annuity con
tract, does more than identify the insurance company, state that it is 
engaged in the business of writing such contracts and invite inquiries 
in regard thereto. The rule provides, however, that the limitation on 
advertising shall not apply to disclosure made in the course of direct 
discussion or negotiation of such contracts. 

It should be noted that the rule provides an exemption only from 
the provisions of Section 5 of the Act and does not afford any exemp
tion from the anti-fraud provisions of the Act. 

Amendments to Form 8-1, Form S-8 and Form 8-11 

The Commission announced during the fiscal year that it had under 
consideration amendments to Forms S-l, S-8, and S-l1 believed to 
be necessary and appropriate in view of changes made by the Revenue 
Act of 1964 in the provisions of the Internal Revenue Code relating 
to stock options eligible for special tax treatment. (See Section 221 
of the Revenue Act of 1964, Public Law 88-272,78 Stat. 19).3 These 
changes limit the types of stock options which are to receive favorable 
tax treatment; they eliminate the term "restricted stock options," ex
cept with respect to options which have already been granted or may 
be granted pursuant to existing plans or contracts; and they designate 
other tax-favored options as "qualified" or as options granted pursuant 
to "employee stock purchase plans." 

The three forms, which are used for the registration of securities 
under the Securities Act, require the furnishing of certain information 
regarding options to purchase securities. The proposed amendments 
were designed to make these forms consistent with the Internal Reve
nue 'Code as amended, i.e., to provide for all tax-favored options the 

• Securities Act Release No. 4686 (April 21, 1964) ; Securities Act Release No. 4690 
(May 12, 1964). 
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same exemptive or other favorable treatment as had been extended to 
the previous tax-favored options. 

Subsequent to the close of the fiscal year, the proposed amendments 
were adopted.4 

THE SECURITIES EXCHANGE ACT OF 1934 

Amendments oC Rules 10h-6 and 16b-3 and Form 10 

In view of the changes made by the Revenue Act of 1964 in the pro
visions of the Internal Revenue Code relating to stock options eligible 
for special tax treatment, as previously described,5 the Commission 
announced during the fiscal year that it had under consideration the 
adoption of amendments to Rules 10b-6 and 16b-3 and Form 10 under 
the S"ecurities Exchange Act of 1934, which would conform those rules 
and the form to the changes in the Code.6 

Form 10 is used for the registration of securities on a national secu
rities exchange. Rule 10b-6 makes it unlawful for certain persons 
participating or expecting to participate in a distribution of securities, 
including the issuer of the securities involved in such distribution, to 
purchase any such security, or any security of the same class or series, 
untIl completion of their participation in the distribution, subject to 
specified exceptions. Paragraph (e) of the rule exempts from its 
provisions certain distributions pursuant to stock option plans. Rule 
16b-3 provides an exemption from the insider trading provisions of 
Section 16 (b) for the acquisition of stock options pursuant to a plan 
meeting specified conditions. 

The proposed amendments were adopted subsequent to the close 
of the fiscal year.7 
Adoption of Rule 11a-l 

During the fiscal year, the Commission adopted a new Rule lla-1 S 

under Section 11 of the Exchange Act to limit or restrict floor trading 
on national securities exchanges. The rule provides that no member 
of a national securities exchange may, while on the floor of such ex
change or other premises made available for the use of members gen
erally, initiate any transaction in any security traded on the exchange 
for any account in which he has an interest or in which he is vested 
with more than the usual broker's discretion, unless the transaction 

• Securities Act Release No. 4718 (August 27, 1964). Corresponding amendments were 
made to Form 10 and Rules 10b-6 and 16b-3 under the Securities Exchange Act of 1934. 

B See p. 12, 8upra. 
• Securities Exchange Act Release No. 7293 (April 21, 1964) ; Securities Exchange Act 

Release No. 7315 (May 12,1964). 
7 Securities Exchange Act Release No. 7403 (August 27,1964). 
8 Securities Exchange Act Release No. 7330 (June 2,1964). 
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comes under specified exemptions or conditions. An important ex
emption relates to transactions effected in conformity with a' plan 
adopted by an exchange designed to eliminate floor trading. activities 
not beneficial to the market, provided such plan is approved .by the 
Commission. 

The propriety 'of flopr .trading lly'members has been a highly con
troversial subject over the years and was one which particularly 
concerned Congress in 1934 in its consideration of the Exchange Act. 
Although 'early dra~ts of the legislation contemplated a co.mp~ete pro
hibition Qf the praqtice, .the ~~~tute as finally enacted. in,eluded in 
Section 11 (a) a broad gra~t 'of authority to the COJ,IlIIlission to pre
scribe such rules and regulations 'as it might d~em nec~sf?ary to either 
r.e~late or prevent floor trading by members. The Co~ssion i,n ~he 
past preferred not to adopt its own rules but relied in~tead upon rules 
a~opted by the ex~hanges to con:trol floor trading .. E.x;perience dem
onstrated, however, and studies by the Commission confi.~ed, that 
regulation by the exchang~ w~ not effective and in many, respects 
misdirected. FloOJ; tr~deJ;s retained their significant and unwarranted 
private trading advantage in the market wi,thout contrib.uting any·cor
responding benefit to public inves,tors, continued to concentrate their 
activities in the more active stocks where. m,ember trading is lea~ 
needed; continued to ac~ntuate pric~ movemepts and frequently inter
fered with the o~'der1y execution of public brokerage orders. by delaying 
~heir consurrunat~on or by adver?ely affecting the price at which they 
:ire executed. Rule lla-1 and the exchange plans adopted pursuant to 
it are intended to provi,de a <;omprehensive system ~or the regulation of 
floor tradii1g. 

Both the New York Stock Exchange and. the. Al!lerkan Stock 
Exchange have adopted floor tra~ing plans which have. beim approved 
by the Commission and declared effective.9

' The regional exchai1ges 
have been granted exemptions from the provisions. of the rule. '. 

The NYSE and AMEX plans are essentially identical and provide 
for an exemption from the floor t~ading prohibition for a new member 
category known as the "registered trader." These members will be 
required to meet capital requirements over and above the capital re.
qui red for other member activities and will be required to pass,' an 
examination on the rllies and requirements applicable to registered 
traders. They ,~.ill be prohibited from executing brokerage 'ol:ders 
:tnd floor trading in the same security during :t single tmding session, 
will be compelled by; a serie~ of new- rules to conduct their business 

• Securities Exchange Act Releases No'. 7330 (June 2, 1964) and No. 7374 (July 2:l, 
1964), respectively. 
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in a way calculated to contribute to the orderliness of the market 
and will be prohibited from engaging in transactions which would have 
a disruptive effect upon the market. .Finally, they wil.l be l:equi17ed 
to yield priority, precedence or parity to. public orders. The Cqm
mission anticipates tha.t th«:l net effect of ~ule 11a-1 and these ex
change plans will be to restrict floor trading' to a small group of 
professional dealers ,,,hose activities will': be of ma:x:imu~ assistance 
to tIle public in the execution of orders on the exchange.' . 

Amendment of Rule 14a-3 . 

Rule 14a-3 relates to the information. to be ·furnished to security 
holders in connection with the solicitation ,of proxies. It provides, 
among oth,er things, that where· the management of an issuer solicits 
pros;ies for an annual meeting. o~ security holders for the purpose of 
electing directors, its proxy statement shall ~ accompanied or pre
ceded by an annual report to such security holders containing· such 
financial statements for the last fiscal year as will in the opinion of 
management adequately reflect the financial position and operation,s 
of the issuer .. During the fiscal year, the Commission adopted certain 
amendments to the·rule.lO . 

TI~e amended rule' requires the inclusion of consolidated financial 
statements of the ·issuer and its subsidiaries in such annual reports to 
security holders if such statements are necessary to. reflect adequately 
the ·financial position and results of operations of the issuer and' its 
subsidiaries. However, in such cases the individual financial: state-
ments of the issuer may be omitted. : 

Compliance with the requirements for financial statements filed \"vith 
t.he Commission is not required, but any material differences beby~en 
the principles: of consolidation or. other accounting pril].cipl~s Rend 
practices, or methods of applying accounting principles or practices, 
applicable to such statements and those reflected in the report to se
curity holders must be noted· and the effect thereof reco.nciled or. ex
plained in such report. Provision is made, howev'er, for the omission 
of details and for suitable condensation in the. financi~l statelJlents 
included in the report to sec~rity holders, provided this does not 
under .the circumstances' ~·esul,t in the pr~sentation of mislending 
finanCial statements'" , '. . 

The 'amend~d rule provid,es thnt the financial statements included 
in reports to secm:ity holdeI,"s sha,11 be certified by independent public 
or certified public acc.ount.ant.s, unless certification is not required in 
annual reports filed with the Commission or the Commission finds 
that certification would be ilnpracticable or would involve undue effort 

10 Securities Exchange Act Release No. 732<1 (May 26; 1964). 
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or expense. The amended. rule also includes certain other minor 
changes. 

Amendment to Rules 13a-IS and lSd-IS and Form 7-K 

Rules 13a-15 and 15d-15 require certain real estate companies to 
file quarterly reports with respect to distributions to shareholders. 
Form 7-K is the form prescribed for such reports. During the fiscal 
year, the Commission adopted certain amendments to Rules 13a-15 
and 15d-15 and Form 7-K.11 

The rules as amended require the filing of quarterly reports on 
Form 7-K by real estate investment trusts and by real estate com
panies which as a matter of policy or practice make distributions to 
shareholders from sources other than current or retained earnings. 
Other real estate companies are required to file reports with respect 
to quarters in which a distribution is made from a source other than 
current or retained earnings. The amended rules provide for the 
filing of reports not more than 60 days after the end of the fiscal 
quarter to which they relate except that the report for the last quarter 
of the fiscal year must be filed not more than 120 days after the close 
of the fiscal year. Prior to the amendment the quarterly reports 
were required to be filed within 45 days after the close of the quarter. 
The extension of the period for filing reports for the first three 
quarters should provide adequate opportunity for the collection of 
information called for by the report by issuers holding numerous 
properties. The extension of the period for filing the report for the 
fourth quarter should provide opportunity for reflecting in the infor
mation reported any year-end adjustments made in collllection with 
the allllual audit of the issuer's accounts or otherwise. 

Form 7-K has been amended to eliminate the two-column reporting 
previously required and to clarify the language of the items. In 
particular, the form has been amplified to provide directions for treat
ment of minority interests, mortgages received on the sale of property 
and businesses acquired during the period covered by the report. 

Adoption of Rule lSc2-7 

The rule implements a recommendation of the Report of the Special 
Study of Securities Markets designed to improve the reliability and 
informativeness of the wholesale quotations system through which 
dealers advertise their buying or selling interests in securities traded 
over-the-counter. The "sheets" published by the National Quotation 
Bureau, Inc., are the primary medium for the dissemination of whole
sale or "inside" quotations among broker-dealers in the over-the-

U Securities Exchange Act Release No. 7246 (February 28, 19,64). 
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counter markets. Broker-dealers use the sheets to communicate buying 
and selling interests in securities by placing their names in the sheets, 
together with accompanying quotations. However, if a broker-dealer 
submits a quotation to the sheets on behalf of another broker-dealer, 
there is no indication in the sheets that the appearing broker-dealer 
is quoting a market on behalf of another. The Special Study pointed 
out that the failure to differentiate in any way quotations entered for 
correspondents and quotations representing multiple expressions of 
the same market, prevents persons using the sheets from determining 
the actual depth and activity of the market for a particular security 
and the identity of the actual primary market makers for such security. 
This failure to differentiate quotations entered by one broker-dealer 
on behalf of another from other quotations may also result, as docu
mented by the Special Study, in the use of the sheets for fraudulent 
or manipulative purposes. 

The purpose of Rule 15c2-7 is to insure that an inter-dealer quota
tion system clearly reveals those instances where two or more quota
tions in different names for a particular security represent a single 
quotation or where one broker-dealer appears as a correspondent of 
another. The rule requires a broker-dealer who is a correspondent 
for another firm for a particular security and enters quotations in 
the sheets to inform the service of the correspondent arrangement 
and the identity of his correspondent. By requiring disclosure of 
the correspondent, as well as of the fact of such an arrangement, the 
rule permits users of the sheets to determine the identity of dealers 
making an inter-dealer market for a security-a fact which may be 
extremely pertinent in evaluating its marketability. 

The rule also requires that where two or more broker-dealers place 
quotations in the sheets pursuant to any other arrangement between 
or among broker-dealers, the identity of each broker-dealer partici
pating in any such arrangement or arrangements, and the fact that 
an arrangement exists, must be disclosed. Because of the variety of 
market-making arrangements between broker-dealers resulting in ap
pearances in the sheets, the rule does not limit the type of arrangement 
covered; the purpose of the rule is to cover any arrangement between 
broker-dealers, such as joint accounts, guarantees of profit or against 
loss, commissions, mark-ups, mark-downs, indications of interest and 
accommodations.12 

,. The rule was adopted shortly after the end ot the fiscal year. See Securities Exchange 
Act Release No. 7381 (August 6. 1964). 

(757-903-£5-3 
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A~option of: Rule 15c3-2 , 

," ,The Special Study of Securities Markets found that, many customers 
of 'broker-dealers were unaware' (1) that when they'1eave free'credit 
.balances (funds which the customer:has'an'unrestricfed,right to with
draw) ,with a .broker-~ealer the funds generally are not, segregated 
and held·for the customer but are commingled'with·other funds:of the 
.broker'-dealer and used in the operation of his business, and (2) ,that 
the "relationship between'the broker-dealer and the customer as a result 
thereof is that of debtorocreditor. The purpose, of Rule 1,5c3.,-2 is to 
put customers on notice that free credit balances left ~ith, the broker
dealer may be used iIi the business and therefore may'b~ at risk ... The 

, , .,! ' f I ~. • ' 

'rule, effective August 3, 1964, prohibit~ a broker or d~ler from using 
in his business any funds'arising out Of any'free credit balance car
ried for the account of any customer unless he has eStablished adeqmite 
procedures pursuant to which each such customer' will be given or 
sent, together with or as a part of the customer's statement Of 'acoount, 
whene,'er sent, but not less frequently than once every 3 inonths; a 'writ
ten statement informing the customer of the amount due, and con~ 
taining, a written notice that SUell funds are not segregated and may be 
used in the operation of the business of the broker-dealer, andthat such 
funds are payable on demand. The rule provides an exemption for 
a' banking institution sup~rvised and examined by state or Federal 
authority having supervision over banks.13 

Adoption of Rule 16b-9 

During the fiscal year, the Commission adopted a new Rule 16b--9 
which exempts from the operation of Section 16 (b) of the Seciirities 
Exchange Act of 1934 certain transactions in which shares of stock are 
exchanged for similar shares of stock of the' s~me issuer.I~ Section 
16 (b) provides for the recovery, by or on behalf of an issuer of equity 
securities registered under the Exchange Act, of short-term trading 
profits realized by directors, officers and principal security holders of 
the issuer. The Commission is authorized to exempt from Section 
16 (b) transactions not comprehended within the purpose of that 
section. 

The new rule e~empts from the operation 'of Section 16(b) any 
acquisition or disposition of shares of stock of an issuer in exchange 
for an equivalent number of shares of another class of stock,of the 
same issuer pursuant to, 'a right of conversion under the terms of the 
issuer's' charter or other goverillng instruments. The exemption is 
available only if (1) the shares surrendered and those acquired in 

, , . '. .. . ,j) . 
13 Securities Exchange act Release No. 7325 (May 27.1964). 
10 SecurIties Exchange Act Release No. 7118 (August 19. 1963). 
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exchange therefor evidence substantially the same rights and privileges 
except that the shares surrendered may, in the discretion of the board 
of direCtOrs;receive a .lesser dividend than the shares for .which they 
are' exchanged and (2) the transaction was effected in contemplation 
of a public sale, of the shares acquired in the exchange. This rule is 
intended. to re:late only to the typica,I Class A and B common equity 
'. , , 

. securities. 

Adoption of Rule 17 a-8 

During the fiscal year, th(l Commission adopted Rule 17a-8/5 which 
requires national securities exchanges' to file reports of propose~ rule 
changes with the Commission prior to any filial exchange adoption of 
such ,changes. Under the Exchange Act the Commission has the 
responsibility for overseeing the self-regulatory functions of national 
securities exchanges. Under Sections 11, 19(b) and other..sections of 
the Act, the Commission has broad powers and responsibilities with 
respect to the rules of such exchanges, including the power to alter or 
supplement exchange rules in specified areas of exchange operations 
and the power to enact its own rules in other areas if, the exchanges' 
rules are inadequate to protect investors and assure fair dealing'. 
Chapter XII of :the Sp~cial-Study Report concluded that the Com: 
mission's existing procedures for the review of exchange rules did not 
a ppear to be sufficient to assure the needed continuous oversight on the 
part of the Commission to enable it to discharge its responsibilities 
under the Act. The Report recommended that the exchanges be 
required to file all proposed rule changes with the Commission in 
advance of effectiveness, as has always been required in the case of 
rules of. the National Association of Securities Dealers, Inc. Rule 
17a-8 was adopted in response to that recommendation and is intended 
to afford the Commission an adequate interval for orderly review ()f 
new exchange rules or amendments before they become effective. 

The rule provides that each national securities exchange shall file a 
report of any proposed change in, or addition to, its rules not less than 
3 weeks before it is submitted for any action by the membership or any 
governing body of the exchange. If any substantive change is made 
in the proposal after the report is filed with the Commission, a new 
3-week notice is required unless the change is made to conform it to a 
suggestion made by the Commission. The rule also provides that if 
emergenCies arise.inwhich a report cannot be filed.as provided above, 
the exchange shall give the Commission as much advance notice as the 
circumstances permit, together with a written statement of the reasons 
why the filing of a report as required was impracticable. 

].IS Securities Exchange Act Release No, 7253 (March 8, 1964). 
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Proposed Rule 17a-9 

During the fiscal year, the Commission staff drafted a proposed rule 
and related reporting forms requiring broker-dealers to report certain 
information concerning over-the-counter trading in common stocks 
traded on national securities exchanges. The proposed rule, to be 
designated Rule 17a-9, was published for public comment shortly 
after the end of the fiscal year.16 It is intended to implement recom
mendations of the Special Study of Securities Markets. 

The Report of the Special Study describes a striking increase in the 
volume of off -board trading in common stocks traded on the New York 
Stock Exchange and other national securities exchanges in recent 
years. But the Study found "an acute lack of data" concerning this 
trading, which it described as the "third market." The Study recom
mended correction of this deficiency by establishment of a system for 
the identification of market makers and for reporting information 
concerning trading in this market. 

The proposed rule and reporting forms are designed to enable the 
Commission to obtain information on the third market on a continu
ous basis and thus keep abreast of any regulatory problems which may 
develop therein. It would obtain two basic types of information: 
(1) an identification of broker-dealers making off-board markets in 
common stocks traded on any national securities exchange; and (2) 
summaries of over-the-counter trading in common stocks traded on the 
New York Stock Exchange. 

Proposed Amendments to Form 8-K 

Form 8-K is prescribed for current reports filed pursuant to Sec
tions 13 and 15 ( d) of the Securities Exchange Act. During the 1962 
fiscal year, the Commission announced that it had under consideration 
certain proposed amendments to Form 8-K and invited public com
mentsY The amendments are designed to bring to the attention of 
investors prompt information regarding matters such as the pledging 
of securities of the issuer or its affiliates under circumstances that a 
default will result in a change in control of the issuer, changes in the 
board of directors otherwise than by stockholder action, the acquisi
tion or disposition of a significant amount of assets otherwise than in 
the ordinary course of business, interests of management and others in 
certain transactions, and the issuance of debt securities by subsidiaries. 
These amendments were still under consideration at the close of the 
last fiscal year. 

,. Securities Exchange Act Release No. 7360 (July 8, 1964). 
11 Securities Exchange Act Release No. 6770 (April 5, 1962). 
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THE INVESTMENT (:OMPANY ACT OF 1940 

Amendment of ,Rule 3c-3 

21 

During the fiscal year, the Commission invited public comments on 
a proposed amendinent of Rule 3c~3 under the Investment Company 
Act/8 and, shortly after the close of the fiscal year, the rule was 
amended.19 " , 

, Prior to its amendI;Uent, Rule 36':'3 exempted from the Act transac
tions of insurance companies with'respect to group arulUity contracts 
entered 'into in 'connection with a plan 'of 'retirement 'which meets the 
requirements Of Sections '401 or 404'(a) (2) of *e Internal' Revemi~ 
Code and which 'provides for the allocation of part or ,all of the 
employer's 'contributions to' a separate' account established and main
tained pursuant to legislation under which mcome~ gains and loSses, 
whether' or not realized, from assets ailocated to the account were ~red
ited to or chdrged against that account\vithout regard'to other income; 
gains or losses of the insurance company.20 In order to qualify for the 
exemption the group annuity cOntract was required to provide that 
the retirement benefits for co~ered employees would be payable in 
fixed dollar amounts, i.e., the contract could not permit the retirement 
benefits payable to employees to reflect or be measured by the invest
ment results of the assets allocated to the separate account. 

The rule as amended permits group 'variable contracts to provide for 
employ'ees' retirement benefits to be,payable in varying amounts but 
the benefits may vary to the extent, and only to the extent, of the 
employer's contributions to the separate account. No variable benefits 
are permitted in respect ,of the contributions of the employees. In all 
other respects, th~ restrictions and c~nditions 'of the rule remain intact. 

Adoption of Rule 12d-l 

" During the fiscal year' the Commission invited public comments on 
a proposed Rule 12d-1 under the Investment Company Act,21 and after 
the close of the fiscal year, the rule was adqpted.22 . Rule ~2d-:1 prR~ 
vides conditional exemptions frOl~?}he provisiq1).s of Sectton 12 (d) ~ 3) 
C!f ~he Act wl~ich pr,9hibits a register~d inyes~~el?-t company from pur
chasing 'or 'acquiring any security,'i~sued by, or any other'interest in 
the business of, ~,person w~o.is ~ ,b~oker,~a"deaier, iS,engaged in'the 
business of underwritihg, or is an.illvestment 'adviser of an investment 
j'. . , , j , ! ; 1'1' ~ ~ \ t., 1 I I " ., • ' •• 

company or a:n inve~t~ent advise~ registe~ed under the Investment 
Advisers A~t 9f 1940~ 

l.,Investment,CompanY Act'Release No. S957 (April is. 1964):, '," 
, ~ I.nvestmen~Sompa~~,~ctRel~a,s!l No: 4007, (J.1!!Y,2, 1964).;;" : 

l!O See 29th Annual Report, p: 18. ' 
'm Investment Company Act Release No. 3896 (January 111,1964). 
so Investment Company Act Reiease No: 4044 . '(September '4. 1984);' 
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The purpose' ot the' 'rule is to permit registered: in vestment com
panies' under specified circumstances, to retain in,.or acquire for, their 
portfolios securities of· companies which are directly or indirectly 
engaged in the inisinesses referred to in Section 12 ( d) (3), provided 
that the portfolio companies are primarily and predominantly en
gaged in other businesses and derive or will derive a relatively insig
nificant portion of their gross revenues from such businesses. 

The exemption is available for securities holdings or acquisitions of 
securities by registered investment companies if the portfolio company, 
during ea~h of its_most recent 3 fiscal years, derived not more than 
~5 'percent of its total gross revenues from the specified. businesses, and 
if . .the registered investment company and all companies under the 
same or affiliated management as the registered company immediately 
~fter the acquisition ,do not, in the aggregat~, own more thap. 10 per
cent of the total. outstanding voting stock of the portfolio company; 
An exerp.pti.on is also unilable for the purchase by a registered invest
mE(nt company of an unlimited pe,rcentage of th~ securities ot aport-, 
folio company if the portfolio company, .during each of its most recent 
3 'fiscal years, has not derived more than 1 per~nt of its total gross 
revenue." from the businesses referred to in Section 12(d) (3) of the 
Act. 

A registered investment compa.ny which claims an exemption must 
examine its portfolio semi-annually to determine whether its holdings 
~re in compliance with the conditions prescribed in the rule, and, if 
any holding is 'not, the company is required to dispose of it within 
90 days.' . 

The rule further exempts all investments by registered investment 
companies, ,~ithout regard to the percentage of voting securities held, 
in certain types of businesses, such as small loan, factoring iindfinance 
cOmpanies. which· technically might be regarded"as being engaged in 
a securities business. 

Amendment of Rule 17a-6 

During the fiscal year, the Commission amended Rule 17a-6 under 
the Investment Company Act to provide certain additional exemp
tions froin the prohibitions of Section 17 (a) of the Act'.23 . 

Prior to its amEmdnient, Rule 17a-6 exempted from the prohibitions 
of paragraphs (1) and (3) of Secti~n 17(a) of the Act the sale ~f 
securities or other property to, and the borrowing of money or other 
property from, a registered investment company which is a small busi
ness investment company licensed' under· the Small Business Invest
~ent Act of 1958 (SBiC) where'such ttansa~tions 'Yere prohibited 

"Investment companY:Act'~!ll!!aSe No:.1I968 (AP~1l29.1964), 
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solely. because the SBIC oWns, controls; or ·h61ds, with power to vote, 
voting, securities of a small business concern 'to an extent that creates 
an affiliation within the' meaning. of the Act. 

The purpose of both.the previous rule and of the rule as amended is 
to eliminate the need to file and process. applications for exemption 
from Section 17(a).'in circumstances in which it appears that there is 
no . likelihood of overreaching of the investment company and that 
the'transaction would not be unreasonable or unfair to such company. 
The rule as,amende'd is broader in that it extends the exemption so as 
to include not only transactions t6 which a registered investment com
pany;,which -is an SBIC, is-a party, but also transactions to which 
another type of registered investment company (generally referred to 
as a "venture capital investment company"), or a company controlled 
by such a registered investment company, is a party. The rule now 
specifies certain classes of persons whd have an affiliation with the 
registered. investment company of a character which creates the pos~ 
sibility of overreaching of the investment company in a transaction 
involving the registered investment company and such persons. An 
exemption under the rule is not available,'if such a person is a party 
to the transaction, or has' or within 6 months prior to the transaction 
had, or pursuant to an arrangement will acquire, a direct or indirect 
financial interest in' a party (except the registered investment com
pany) 'to the transaction. 

The amended rule also'exempts transactions involving a registered 
investment company other than an SBIG or venture capitar invest-' 
ment company and a company controlled by or affiliated with the regis
tered investment company, if under the standards set.forth in the pre
ceding paragraph it appears that there is no likelihood of overreaching 
of the investment company, and if all tp.e 'outstanding securities of 
the controlled or affiliated' company are beneficially owned by not more 
than 100 persons . 

. The rule·as amended deletes the requirement of the original Rule 
17a-6 th~t the pertinent details of each transaction for which exemp
tion is claimed uJ).der the rule shall be reported by the investment com~ 
pany in its next annual report to stockholders and in, a report filed 
with the CorriIDission within 30 days after the end of each semi-annual 
accounting period of the investment company.-

Amendment of Rule 17g-1 

During the fiscal year the Commission invited public comments on a 
proposed amendment of ~ule 17g-1r an~ after the close of the:fi~ca] 

.' . 
"Investment Company Act Release No. 3922 (March 3, 1964). 
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year, an amended rule was adopted.25 Rule 17g-1 requires that each 
registered management investment company provide and maintain a 
fidelity bond against larceny and embezzlement covering each officer 
and employee of the investment company who may have access to secu
rities or funds of the company. 

The rule as amended adds to the provisions of the prior rule require
ments that the amount of the fidelity bond be determined at least once 
each year, and that the registered company shall file with the Commis
sion a copy of each amendment to the bond, shall inform each of its 
directors of any proposed cancellation, termination or modification 
of the bond, and shall furnish to such directors and to the Commission 
information as to the making and settlement of claims under the bond. 

In addition, the amended rule requires that each bond must pro
vide, in substance, that if the insurance company proposes to cancel, 
terminate or modify the fidelity bond, it shall so notify the registered 
company and the Commission not less than 30 days prior to the 
effective date of such action. 

The rule also places the obligation for filing information with re
spect to the making and settlement of claims under fidelity bonds on 
the registered company, rather than requiring, as originally proposed, 
that the bond contain provisions pursuant to which the insurance 
company would furnish the information to the Commission. The 
adopted rule also provides that this information shall be nonpublic 
unless the Commission determines to the contrary. 

Proposed Amendment of Rule 20a-2 

During the fiscal year the Commission invited public comments on 
a proposed amendment of Rule 20a-2.26 The rule presently requires 
that a proxy statement relating to a registered investment company 
include certain information with respect to, among other things, the 
investment advisory contract, ownership and control of the investment 
adviser, and interests of the management of the investment company 
in the investment adviser. Except where the investment adviser is 
a bank, a balance sheet of the investment adviser must be included, 
unless the Commission, for good cause, permits the omission of such 
balance sheet. Certain information also is required with respect to 
the relationship between the investment company or the investment 
adviser and the principal underwriter of the investment company's 
securities. Where action is to be taken by the security holders of 
the investment company with respect to an investment advisory con
tract, information is also to be included with respect to such contract 

lIS Investment Company Act Release No. 4020 (July 24.1964) • 
.. Investment Company Act Release No. 3931 (March 18. 1964). 



THIRTIETH ANNUAL REPORT 25 

and with respect to certain collateral arrangements or understandings 
in connection therewith. 

The effect of the proposed revision of Rule 20a-2 would be to re
quire: (1) disclosure of information with respect to the principal 
underwriter, the prospective principal underwriter and the principal 
underwriting contract comparable to that now required with respect 
to the investment adviser, the prospective investment adviser and the 
investment advisory contract; (2) disclosure of certain financial in
formation concerning (a) the investment company, (0) the invest
ment advisory contract where action is to be taken by security holders 
with respect thereto, and (0) the principal underwriting contract 
where action is to be taken by security holders with respect thereto; 
and (3) the inclusion of such financial information with respect to 
both the investment advisory contract and the principal underwriting 
contract if action is to be taken by security holders with respect to 
either and the investment adviser and principal underwriter are the 
same person or one is an affiliated person of, or an affiliated person of 
an affiliated person of, the other. 

This matter was pending at the close of thenscal year. 



PART IV 

ADMINISTRATION OF THE SECURITIES ACT OF 1933 

The Securities Act of 1933 is primarily a disclosure statute designed 
to provide investors with material facts concerning securities publicly 
offered for sale by an issuing company or any person in a control 
relationship to such company by the use of the mails or instrumental
ities of interstate commerce, and to prevent misrepresentation, deceit, 
or other fraudulent practices in the sale of securities generally. Dis
closure is obtained by requiring the issuer of such securities to file 
with the Commission a registration statement which includes a pro
spectus containing significant financial and other information about 
the issuer and the offering. The registration statement is available 
for public inspection as soon as it is filed. Although the securities 
may be offered for sale after the registration statement has been filed, 
sales may not be made until the registration statement has become 
"effective." A copy of the prospectus must be furnished to each pur
chaser at or before the sale or delivery of the security in order that 
he may have the opportunity to evaluate the securities and make an 
informed investment decision. The registrant and the underwriter 
are basically responsible for the contents of the registration statement. 
The Commission has no authority to control the nature or quality 
of a security to be offered for public sale or to pass upon its merits 
or the terms of its distribution. Its action in permitting a registra
tion sta.tement to become effective does not constitute approval of the 
securities, and any representation to the contrary to a prospective 
purchaser of securities is made unlawful by Section 23 of the Act. 

DESCRIPTION OF THE REGISTRATION PROCESS 

Registration Statement and Prospectus 

Registration of any security proposed to be publicly offered may be 
effected by filing with the Commission a registration statement on the 
applicable form containing the prescribed disclosure. Generally speak
ing, when a registration statement relates to a security issued by a 
corporation or other private issuer, it must contain the information, 
and be accompanied by the documents, specified in Schedule A of the 
Act; when it relates to a security issued by a foreign government, the 
material specified in Schedule B must be supplied. Both schedules 
specify in considerable detail the disclosure which should be made 

26 



THIRTIETH ANNUAL REPORT 27, 

available to an investor in order that he may make a realistic ap
praisal of the company and the securities and thus exercise an'informed 
judgmen,t :whether to buy the security: In addition"theAct'provides 
flexibility in its administration by empowering the Commi~~i,o~ to 
classify issues, issuers and prospectrises, to prescribe appropriate forms, 
and to increase, or in certain instanceS vary or diminish, the particular 
items Of information required to be disclosed in the'registration state
ment~ the Commission deems appropriate in the public interest or 
for the pr<?tection of investors., The Commission has prepared special 
registration 'forms' which vary in their disclosure requirements so as 
to('provide maximum disclosure of the essential facts pertinent in a 
given type of offering· while at the same time minimi.zing the burden 
and expense of compliance 'with the law. ' , .. 

In general,"the registratiori' 'sta:tement of an issuer other than a 
foreign government must describe such matters as the names of persons 
who participate in the direction, management, or control of the 
issuer's business; their security, hol~ings and remuneration and' the 
options or bonus' and profit-sharing' privileges allotted to them;' the 
character 'and size' of the 'business enterprise, its capital structure, 
past history and earnings, and itS finanCial statements, certified by 
independent accountants; underwriters' commissions; payments to pro
moters made ~'itl~in 2 years or intended to be made; the interest of 
directors, officers and principal stockholders in material transactions;' 
pending or threatened legal proceedings; and the purpos~ to which the 
proceeds of the offering are to be applied. The prospectus cOnstitutes 
n part of the registration statement and presents the'more important 
of the required disclosures. 

Examination P~ocedure, . 
, . Registration statements are examined by the staff of the Division 
of Corporation Finance for complinnce with the' standards of accurate 
and full disclo!?ure. The registrant is usually notified by an informal 
letter of comment of any material respects in which the statement 
appears to' ,£:iil to conform with the. applicable requirements and 'is 
afforded nn opportunity to file correcting or clarifying amendments. 
In additio"Rl the Commission has power, after notice and',opportunity 
for hearing, to issue' an order' suspending the effectlveness of a regis
tration statement if it finds that materinl representntions are mis
leading, inaccurate or incomplete. In certain cases, such as·where-the 
deficiencies in a regiStration statement appenr to stem from' careless 
disregard.of applicable requirements or from a deliberate nttempt to, 
~onceal or mislead, a letter of commen~ ,is general~~ ~ot sent and t~e 
Commission ,either institutes an investigation, 'to determine whether 
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"stop-order" proceedings should be instituted or immediately institutes 
such. proceedings. Infonnation 'about ,the"use of the "stop-order" 
power d:uring',1964 appears below under ~'Stop-Order'Proceedings.'; 

Tbne Required to Complete Regi8t~ati~n . , 

, The Commi~~ion's staff e~deavot~ to, ~mplete its ~xamination of. 
registration. statements in as short a time as possible. The Act pro
vides that a registration statement shall become effective on the 20th 
day after it is filed' (or on the 20th day after the filing of .any amend
ment thereto). $ince most r~gistration statements require one or 
more amendments, they, usually do. not become effective until some 
time after the' original 20-day period:, .The period between filing. and 
effective date is intended to a~ord ~v~rs an opportunity to.become 
familiar with the proposed offering through the dissemination of the 
p~eliminary fonn of prospectus: ",Tp.e .c.o~miS!'ion is empowered to 
accelerate the effective date so as t~ ,sl).()rt;en th~ 20-day waiting period 
where the facts. justify such acti9n. .!,n, exercising. this power, the 
C<?mmis~ion is required to take into, ~cco1¥1t the,.a9.equacy of the in-. 
fonnation respecting the issuer theretofore available to the public"the 
ease with which the facts about the new offe~ing can be disseminated 
~nd understood, and the public interest and the pr9tection of investors. 
The 'note to Rule '460 under the Act indicates, for the infonnation of 
interested persons, some of the more cOmmon situations in which the 
Commission considers that the statute generally requires it to deny 
acceleration of the effective date of a registration statement. 

The median number of calendar days which elapsed from the date of 
original filing to the effective date with respect to the 960 registration 
statements that became effective during the 1964 fiscal year 1 was 36, 
compared with 52 days for 985 registration statements in fiscal year 
1963 and 78 days for 1,646 registration statements in fical year 1962. 
The number of registration statements filed during fiscal year 1964 
was 1,192, as compared with 1,159 and 2,307 in fiscal years 1963 and 
1962,. respectively.2 

The following table shows by months during the 1964'fiscal year the 
number of calendar days elapsed during each of the, three principal 
stages of the registration process ,for the median registration state
ment, the total elapsed time and'the number of registration.statements 
effective. ' 

1Thls figure excludes the 161 registration statements filed by Investment· companies 
pursuant to the provisions' of Section 24(e) of the Investment Company Act of 1940, 
which became effective during the year. The median elapsed time' with respect ·to these 
statements was 21 calendar days. .: " 

"These figures 'Include 153, 174 and 2l)1 reitstratlon statements filed by Investment 
companies pursuant to" Section 24'(e)'. 'of' the Investment Company Act of 1940 for fiscal 
years 1964, 19a3 and 1962, respectively. 
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'Time ; in, registration under ·the Securitie8 Act :of 1988 by, fn01ith8:.:dur.ing the 
"" , . . :tl8,caZ.:ytllfr"t~n~e_il_{;Uil}~ SO, /964" 

:(I,~. ,t. J. [J. J _ .,.- ,".' ".' _, 
NUMBER OF CALENDAR DAYS . 

\' , 'I'),. , . 

From date of From date of From amend- , 
,. " ; 

Months 
original flling letter of com-

to date'of ment to date 
staff's letter of filing 
of comment 'amendment 

. , thereafter 

July 1963 ______ ~_l ________ : ____ __ 21 13 
25 16 
23 .10 
20 11 

August.. _______________________ _ 

:~~~~r~~~::====:::=====:=:====:= N ovember ____ , _" _______________ _ 20 11 December ___ : ________ : _________ _ 20 15 1anuary 1964. ___________________ _ 19 15 
13 23 
14 12 ~~~~~:::::::::::::~::::=:::=:: 
12 11 
14 11 
15 14 

April. __________________________ _ 
·May ____________________________ _ 
June. ___________________________ _ 

ment after Total num-
letter to '·ber of days 
efleetlve , In reglstra-
date of ~ tlon 

registration 
;. " 1 • • ~ ; , ,. 

,6 40 
8 49 
8 41 
7 38 
7 38 
7 42 
7 41 
7 43 
6 32' 
6 29 
5 30 
7 36 

Number of' 
registration 
statements' 
etl'ectlve • 

87 
61 
65 
87 

,65 
79 
63 
63 
66 

lOS 
131 
95 

Fiscal 1964 for median etl'~~tive I-----I-----~----...,.+-----I----'---
registration statement ______ ' __ _ 16 13 7. 36 960 

• See footnote 1 to'text, supra. 

VOLUME OF SECURITIES REGISTERED 

During the fiscal' year 1964~··1i total of 1,121 registrations of'se
curities in the 'amount of $16.9 billion became effective under the Se
curities Act o'f i933; These figures represent a decrease of 3 percent 
in the number of statements, but an rnc~ease of 14' percent in dollar 
amount of registrations over the preceding fiscal year. The chart 'on 
'page 7 shows the llUmber and dollar amoUnts of 'registrations frQm 
1935 to 1964; . 

These figures cover all registrations which became effective, includ
ing secondary distribution's and securities 'registered for other than 
cash sale, silch as jssues 'exchanged 'for other securities, arid securities 
reserved for co~version. O~ tHe doll~r amount of securities registered 
in 1964, nearly 88 percent was for account of isSuer for'cash sale, over 
3'percent for ~ount or'issuer for other tha~ cash sale, and 9 percent 
. for account of others, '~s"shbwn belo~. ' . 

, ( ~.. I. ", 

Account8 for which 8ecuritie8 were regi8tered under the Securitie8 Act of 1983 
during the fiscaZ year 1964 compared with the fi8caZ year8 1968 and 1962 

1964 in Percent 1963 In Percent 1962 in Percent 
millions of total millions of total millions of tata~ 

-----------·1------------------
Registered for account of Issuer for cash sale ______________ ~ ______________________ $14,784 87.7 $11,869 80.2 $16,286 83.8 
Registered for account of issuer for other than cash saJe ___________________________ 612 3.6 1,782 12.1 1,523 7.8 
Registered for account of others than 

issuer ___________________________________ 1,464 8.7 1,139 7.7 1,738 0.9 
------------------TotaL ______________________________ 

16.860 100.0 14.790 100.0 19.M7 100.0 
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, .The .$14.8 billion of securities offered for 'cash- sale for account 'of 
issuer represented an Increase of $2:9 billion, or 25 percent, over the 
previous year. Registration of new common stock issues_aggregated 
$10 billion, $2.8 biHion more than in the 19fi3 'fiscal 'periOd. The 
increa~ in common stock registered largely reflected a $1.2 billion 
issue offered to stockholders by American Telephone & Telegraph Co., 
(a record-size issue) jind a $200 million issue of the Communications 
Satellite Corporation, as well as increased registrations of investment 
company issues and stock options. Registrations of new bonds, notes 
and debentures were only slightly higher than in the preceding year, 
and accounted for $4.6 billion of the 1964 volume. Preferred stock 
issues registered for account of the issuer amounted to $224 million, 
somewhat lower than in 1963. Appendix Table 1 shows the numb~r 
of statements which became effective and total amounts registered for 
each of the fiscal years 1935 through 1964, and contains a classification, 
by type of security, of issues to be offered for cash sale on behalf of the 
issuer during those years. More detailed information for 1964 is 
given in Appendix Table 2. ' 

Corporate issues to be offered immediately after effective regis
tration amounted to $6.5 billion, an ,increase of $1.4 billion over the 
previous year. Of the total, communication companies a~counted for 
$2.2 billion of ,issues, including the two issues mentioned apove. A 
larger amount was also ~egistered by sompanies ~ the fin~ncial and 
real estate group, the total being $1 bil~ion, almost double the amoun~ 
of the preceding year. Among the other major industry groups, 
electric, gas and water compani~s registered $2.1 billion of securities, 
slightly under the 1963 total, and manufacturing companies registered 
over $900 million of issues, a moderately higher amount than in the 
preceding year.' Registration of foreign government issues,scheduled 
for immediate sale d~creased to $120 million from $265 mil,lion in the 
preceding year, but in addition, o~e fo~i~ g,overnment issue in the 
amount of $400 million, planned for c;>ffering on a continuous, basis 
over a,number of years, was effectively registered. 
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.:! 1:- .. ,,_', , •. ' '1 ._ 

,Issues offered ,for, Immediate sale: 

1964 In 
m1l11ons 

I ; ; Corporate:,: ' , 
Manufacturlng________________________ $923 
Extractlve _______ ~ __ c _______ c_________ 113 
ElectriC. gas and water _______________ 2,103 
Transportation, other than rallroad ___ ': " 121 
Communlcatlon______________________ 2,156 

,Financial and real estate______________ 1,010 Trade_____ __ __ _ _ __ __ __ _ _ _____ _______ __ 33 

: ~e~:~uctlonand-misc:=:==::::===:::= ~! 
Total_______________________________ 6,515 

Percent 
of total, 

-,-,-,,-

6.2 
.. \.8 

14. 2 
.8 

14.6 
6. 8' 
.2 
.3 
.1 

44.1 

I " 
1963 In Percent 

mUllons of total 
---;.\ .. 

, 
$844 7.1 

141 1.2 
2,266 19.1 
• ',16 .1 
1,135 9.6 

1141 4.6 
88 .7 
52 .4 
3 .0 

5,086 42.9 

1962 In Percent 
mUllons of total 

---. ' 

, 
$1,818 lL2 

92 " ,.'6 
,2,327 14.3 

57 ' .. 4 
, 840 5.2 

772 4.7 
287 1.8 
111 ' .7 
III .1 

6,319 38.8 -------------------
Foreign government __ : ___ 

C
"' ___________ ~ __ ' ._. 8_. ~ ~ ~ ___ 1._5 

, " Totaifor Immediate sale ____________ ~ , 6,633 5,352 ' 45.1" 6,566 "40.3 

Issues offered over an extended perl~d---- _8_,_15_1 __ 5_5._1 __ 6,_516 ___ 5_4.9 ___ 9,_72_1 __ 5_9._7 

Total for cash sale for account of Issuer _____________________________ 14,784 
100.0 11,869 100. 0 16, 286 100.,0 

Issues registered for offering over an extended period amounted to 
$8.2 billion, as against $6.5 billion 'in fiscal year' 'i963, classified as 
follows: 

1964 In 1963 In IP62 In 
millions millions millions 

-------------------~~~~-I-~---------
Investment company Issues: , Management open-end _______________________________________________ _ 

Mana~ement closed-end __ ~ ___________________________________________ _ 
Unit invcstment trust _________________ ' ______________________________ _ 
Fare-amount certlficates _____________________________________________ _ 

Total Investment companies _______________________________________ _ 
Employce saving plan certlficates __ : _____________________________________ _ 
Seruritles (or emoloy('8s stock option plans, ______________________________ _ 
,Other, Including stock for warrants and optlons ______________ ~ ___ : _______ _ 

$3,822 
183 
851 
170 

5,025 
687 

1,470 
968 

$3,500 
69 

1,005 
96 

4,720 
667 
990 
139 

$4,2'i3 
309 

1,258 
176 

5.956 
, 572 
1,314 
1,879 

Of the $6:5 billion expected from the immediate cash sale of cor
porate securities for the account of issuer In 1964, 86 percent was desig
nated for new money purposes, including 'plant, equipment and work
ing capital, 5 percent for retirement of securities, and 9 percent for 'all 
other purposes Including purchases of securities. 

'REGISTRATION STATEMENTS FILED 

During the 1964 fiscal year, 1,192 registration statements were filed 
,for offerings of securities aggregating $18.6 billion, as compared with 
, 1,159, registration st~tements filed during the 1963 fisCal year for offer
ings amoUnting to'$14.7 billion. This represents an increase of 2.8 
percent in the number of statements filed and 26 percent in the dollar 
amount involved. 

Of the 1,192 registration statements filed in the 1964 fiscal year, 322, 
or 27 percent, were filed by companies that had not previously filed 
registration statements under the Securities Act of 1933. Comparable 
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figures for the 1963 and 1962 fiscal years were 357, or 31 percent, and 
1,377, or 60 percent, respectively. 

From the effective date of the Securities A.ct of 1933 to June 30, 1964, 
a cumulative total of 24,046 registration statements has been filed 
under the A.ct by 11,185 different issuers, covering proposed offerings 
of securities aggregating over $258 billion. 

Particulars regarding the disposition of all registration statements 
filed under the Act to June 30, 1964, are summarized in the following 
table: 

Number and disposition of registration statements filed 

Prior to July I, 1963 to Total June 
July I, 1963 June 30, 1964 30. 1964 

Registration statements: 
Flled_____________________________________________________ 22,854 • 1,192 24, 046 

I==~==I,==~=I===~~ 
Disposition: 

Effective (net)________________________________________ 19,714 61,110 • 20,805 
Under stop or refusal order____________________________ 220 5 225 
Withdrawn___________________________________________ 2,609 129 2,738 
Pending at Jnne 30,1963______________________________ 311 ___________________________ _ 
Pending at June 30, 1964______________________________ ______________ ______________ 278 

TotaL ______________________________________________ 
1
===22=';,,8=54=1=-=--=-=--=--=-=--=-=--'1===24=,::;046,;; 

Aggregate dollar amount: As filed (in billions) ______________________________________ _ 
As effective (in bllllons) __________________________________ _ $240.1 

230.7 
$18.6 
16.9 

$258.7 
247.6 

• Includes 153 registration statements covering proposed offerings totaling 84,811,384,381 filed by Invest
ment companies under Section 24(e) of the Investment Company Act of 1940, which permits registration by 
amendment to a previously effective registration statement. 

6 Excludes 11 registration statements that became effective during the year but were subsequently with
drawn; these 11 statements are connted in the 129 statements withdrawn during the year . 

• Excludes 2 registration statements that became effective prior to July I, 1963, which were placed under 
stop order during the year, and 17 registration statements effective prior to July I, 1963, which were with
drawn during the year; these statements are reflected under stop orders and withdrawn, respectively. 

The reasons given by registrants for requesting withdrawal of the 
129 registration statements that were withdrawn during the 1964 fiscal 
year are shown in the following table: 

Number of Percent 
Reason for registrant's withdrawal request statements of total 

withdrawn withdrawn 

1. Withdrawal requested after receipt of the staff's letter of comment ____________ _ 
2. Registrant was advised that statement should be withdrawn or stop order 

14 11 

2 2 
84 65 
15 11 
4 3 

10 8 

proceedings would be necessary ____________________________________________ _ 
3. Change in finanCing plans ___________________________________________________ _ 
4. Change in market conditions ________________________________________________ _ 
5. Financing obtained e!sew here ________________________________________________ _ 
6. Registrant was unable to negotiate acceptable agreement with underwriter __ _ 

TotaL ______________________________________ ••••••••••• __ •• _. __ • __________ • 129 100 

STOP ORDER PROCEEDINGS 

Section 8 (d) provides that, if it appears to the Commission at any 
time that a registration statement contains an untrue statement of a 
material fact or omits to state any material fact required to be stated 
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• Securities Act Release No. 4630 (August 16. 1963). 
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-issuer's ,principals or,:companies in which they had a controlling, or 
,substantial ; interest. , -

.Atlantic iResearch,~Corporation.4~The registrant, a Virginia ,cor
poration :incorporated in J ariuary' 1949, rriaintams its principal officeS 
,at ,Alexandria, Virginia, and has operations at various .locations 
.throughout the country. It is engaged primarily in research, develop
ment and manufacture in the field of solid propellant rockets. A large 
'portion-of its sales is generated pursuant'to contracts and,subcontracts 
-for .the United States ,Government. On July 31, 1962, registrant filed 
!I'-registration statement covering a proposed offering of 179;000 shares 
of common stock for the account of certain stockholders., 

Information developed by the Commissi~m's staff in, an investiga
tion led to a suspension of Jrading in registrant's stock on October 10, 
1962" because of serious questions as to the adequacy and accuracy of 
information available to the public concerning the financial condition 
of registrant. More specifically, unconsolidated financial statements 
contained in registrant's annual report' to 'stockhold'ers for' the year 
ended DeCember 31,' 1961', repbrte9,'profits oli: ~ parent only basis ill the 
amount of $1,473,192. Registrant filed reports \yith the CommiSsion 
covering the same 'period which showed -a loss in the amount of 
$1,066,015 on a consolidated basis. 

Following the Commission's institution of stop order proceedings on 
November 7, 1962, _ registrant entered into a stipUlation in which it 
waived a ,hearing and post-hearing procedures, and agreed that ,the, 
registration statement was inadequate, and ,inaccurate in certain 
respects and that the Commission might enter a stop order.' '" ' 

The .commission held that the registration statement ,was "marked 
by numerous serious and substantial deficiencies" which "reflected a 
studied pattern ,of corporate camouflage and concealment and of.arti
ficial ,market activities, all designed to present to investors and others 
a fictitious picture of registrant's activ:ities and finances," and it issued 
a stop order. One of the principal deficienci~s related ,to the failure 
to disclose registrant's relationships with certain "satellite" corpora
tions. According to the opinion, registrant directed and completely 
dominated the management. policies and activities of these compan,ies, 
:which :had no ,business',activities of .their own and were oper1tted 
together, with registrant as one economic unit. The failure to disclose 
these relationships resulted in the concealment of material aspects of 
registrant's financial affairs and business operations. Moreov:er, the 
Commission held, these satellites were in fact subsidiaries of regis
trant, and their financial statements should have been consolid~ted 
with those of registrant . 

• Securities Act Release No. 4il57 (December 6, 1963). 
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.' n ;'Fhe' Co~issiqn:further found that" theTegistration;statement,failoo 
:to; disclose~ t4e: true Ifacts·!concerning ,the relatio~ships between mem
bers of the management of registrant and certain landlord!andiOther 
'companies, and thejnte,~'ests ~f:su,~h persons in transactions to which 
registrant or its subsidiaries ',vere parties, DiscloslIl'e in these respects' 
\vorild' :hav~' rais~dfurthetqU:~tlons concerning the reliability of"the 
financial statemimts in: the regIstration' shiteme~t. In additlon; the 
registration statement failed 'to 'disclose the commitment of substantial 
_amollIlts of registrant's capiai.i' t~the acquisition' of its' own Stock in 
-the open market at a "critical period in the market~ for the' piIrpose 
and with the effect 'of claniptilating -the inarket 'price' and protectmg 
the pledge by registrant's 6hief'e:i'ecutive Of his stock. ;, , ': ' 

, South Bay Iridusl~ies,Inc.5-Reiiistrant ~as incorporated in Dela
'war~ on Augu'st 3, :i959, fbt the purpose of acqui'ting 100' percent of 
th~ stock of,two affiliated California corporations which were'engaged 
principally. ill manufacturmg ground handling equipment for aircraft 
and gUided! 'n:{issile'~." On 'DeCen:i~er 11, 1959, it filed a registration 
,statement covering 'a' prbj:>ose'l{ offering Of 210,000 shares of Class A 
common stock at $5 per ,share. The registration statement became 

-effective on-March 23, 1960, and the offering was completed shortly 
thereafter. 

C - On-the basis of'a stipulation of faCts, the Commission found that the 
:registration statement was materially deficient in "failing to disclose 
,current adverse financial information subsequent to the date of the 
most recent financial statements-in the registration statement. A trial 
balance prepared prior to the effective date indicated ,a substantial loss 
for oria' of the subsidiaries for its l~test fiscal year. Under the circum
stanc~~, the Commission st~t~d,'~gistrant should at least have deferred 
the effective date of the regist~ation statement until the imminent final 
auditflgures were 'available: The Commission further found that 

·even aside from the' ttial' balance, registrant's .president,- 'the under
writer, and the'certifying ~dcountant were on notice prior to the effec
tive date that the figures in the registration statement were out of date 
and that the registration, stat~ment gave no indication of registrant's 
subsequent adverse financial condition. . 

The Commission also found, among a number of other deficienCies, 
-that the accountant who certified' certain financiai statements in the 
registration statement was not in fact' independent with r~spect to 
registrant since, among other things, he and registrant's president were 
business associates in another, closely held company, and his conduct 
in permitting his certification to appear in the registration statement 

G Securities Act Release No. '4702 (June 11, 1964). 
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ifor ,financial statements which,he.lmew :were no'longer representative
,of"'/registrant's, ,fuiancial 'condition, was not)" compatible 'with 
'independence. 

EXAMINATIONS .4ND' INVESTIGATIONS 

, Tl:te,Coniinission is,a,uthorized by Section 8(e) of the Act to mak~an 
,~x,a~ination, in ord~r, to determine whether a stop order proceedmg 
:~ho";lld be inst~tut~dui::tderSection 8(d). For this purpose the Com
,inission ~s empowered, to ~xamine witpesses and require the production 
of pertiI:tent, documents. The Commission is also authorized by Sec
tion 2P (a) , of the 4-ct to make an investigation to determine whether 
any provision of the Act or of any rule or regulation prescribed there
under has been or is about to be violated. In appropriate cases, investi
gations are instituted under this Section as an expeditious means of 
,determining whether a registration statement is false or misleading 
'or omits to state any material fact. The following table indicates 
the number of such examinations and investigations with which the 
Commission was concerned during the fiscal year: 
- '. ' 

'Pending at beginning of fiscal' year _______ .! ______ :. ______________ _ 35 
Initiated during fiscal year.: ____________________ :. _____________ _ 7 ' ' 

Closed,during fiscal year _______________________________ -;______________ 1(), 

Pe!lding at close of fiscal,year _____ :.___________________________________ 32 

EXEMPTION FROM REGISTRATION OF SMAIL ISSUES 

The Commission is authorized under Section 3(b) of the Securities, 
Act' to exempt, by -its rules and regulations and subject to such 
terins and conditions,as it may prescribe therein, any Class of securities 
from registration under'the Act, if it finds that the enforcement of the 
registration provisions of the,Act with respec~ to ~uch securities is not 
~,ecessary in the public '~terest and for the protection of investors by 
reason of the small amount mvolved or the limited character of the 
public offering. ,T~e statute i~po~ a maximum limitation of ~30q,990' 
upon the size of the issues which may be ex~mpted by the CommiSsion 
in ,th~ exerc~seofthis power.' .. , ",', ' ' 

: - .' Acting under this authority, the, Co~ssion has adopted the foli~w-
ingex;emptive rules and regul~~ion~,: " ' 

>-,' 1, ' .. 

Rule 234: Exemption of first lien notes. 
Rule 235: Exemption of securities of cooperative hOUSing corporations., 
R~i~ 236: Ex~~pti~n of',shares 'offered 'in cOn:Oecti~n with certain tr~ns-" actio~~. ' .. l' ,. - -, , 

Regulation A: General exemption for United, States and Cana'dian issues 
up to $300,000. ' " ", '., " ,', ' ., . 
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,; Regulation B: Exemption I for fractional undivided interests in oil or, 
. gas rights up to $100,000. . , 
Regulation F.: Exemption for assessments on assessable stock and for 

assessable stock offered or sold to realize the amount of assesSment 
thereon. . . ,I;' "" I' 

Under Section 3 (c) of the Securities Act, which was added by Sec
tion 307 (a) of the Small Business Investment Act of 1958, the Com
mission is authorized to adopt rules and regulations exempting securi
,ties issued by a company which is operating or proposes to operate as 
a small business investment company under the Small Business Invest
ment Act. Acting pu~uant to this authority, the Commission 'has 
.adopted a Regulation E which exempts upon certain terms and con
ditions limited amounts of securities issued by any small business 
investment company which is registered under the Investment Com.! 
pany Act of 1940. This regulation is substantially similar to the one 
provided by Regulation A adopted under Section 3 (b) of the Act. ,', 

Exemption from registration under Section 3 (b) or 3 (c) , of the 
Act does not carry any exemption from the provisions of the Act pro
hibiting fraudulent conduct in the offer or sale of securities and impos-', 
ing civil liability or criminal responsibilty for such conduct. 

Exempt Offerings Under Regulation A 

The ,Commission's. Regulation A implements Section 3 (b) of the 
Securities ~ct of .1933 and permits a company' to· obtain needed capital 
not in excess of $300,000 (including underwriting commissions) in 
anyone year from a public offering of it's securities without registra
tion, if the company complies with the regulation, Upon complying 
with the regulation a company is exempt from the registration pro~ 
visions of the Act. A Regulation A filing consists of a notification 
supplying basic information'about the company, certain exhibits, and 
an offering circular which must be used in offering the securities. 
However, in the case of a company with an earnings history which is 
making an offering not in excess of $50,000 an offering circular need 
not be used. A notifi~ation is filed with the Regional ,Office of the 
Commission in the region ill which the company has its principal pl~ce 
of business.' , 

" '. I J' \' I ,'. " 

During the 1964 fiscal year, 462 notifications were fil~d under Regu':' 
lation A, covering proposed offerings of $89,317,615, compared with 
517 notifications covering proposed offerings of $i~)1,040,982 i'n, the 
1963 fiscal year. Included in the 1964 total were 26' notifications'cov
ering stock offerings of $3',129,642 'with respect ,to compani~ eng~ged 
in the exploratory oil and gas business, 11 notifications cQveJjng offer
ihgs of $2,734,',530 by ~~ning companies a~d 22 noti~c~tio~s cove~g 

~. . .' .' , . ' . ., 
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offerings of $3,953,057 by companies featuring new inventions, prod-
ucts or processes. 

The following table sets forth various features of the Regulation A 
offerings during the past 3 fiscal years: 

Offerings under Regulation A 

Fiscal year 

1964 1963 1962 

---------------------------------------1---------------
Size: 

$100,000 or less _______________________________________________________ _ 
Over $100,000 but not over $200,000 ___________________________________ _ 
Over $200,000 but not over $300,000 ___________________________________ _ 

Underwriters: Used ________________________________________________________________ _ 
Not used ____________________________________________________________ _ 

Offerors: Issuing companies ___________________________________________________ _ 
Stockholders _________________________________________________________ _ 
Issuers and stockholders jointly ______________________________________ _ 

S1l8pension of Exemption 

126 
96 

240 

462 

72 
390 

418 
39 
5 

143 
104 
270 

517 

108 
409 

476 
34 
7 

160' 
208 
697 

1,065 

528 
537 

1,000 
24 
41 

Regulation A provides for the suspension of an exemption there
under where, in general, the exemption is sought for securities for 
which the regulation provides no exemption or where the offering is 
not made in accordance with the terms and conditions of the regulation 
or with prescribed disclosure standards. Following the issuance of 
a temporary suspension order by the Commission, the respondents 
may request a hearing to determine whether the temporary suspension 
should be vacated or made permanent. If no hearing is requested 
within 30 days after the entry of the temporary suspension order and 
none is ordered by the Commission on its own motion, the temporary 
suspension order becomes permanent. 

During the 1964 fiscal year, temporary suspension orders were issued 
in 35 cases, which, added to the 27 cases pending at the beginning of 
the fiscal year, resulted in a total of 62 cases for disposition. Of these, 
the temporary suspension order was vacated in 8 cases and became 
permanent in 35: in 18 by lapse of time, in 6 by withdrawal of the 
request for hearing, and in 11 after hearing. Thus, there were 19 cases 
pending at the end of the fiscal year. 

Three of the cases disposed of during the year are summarized below 
to illustrate the type of misrepresentations and other noncompliance 
with the regulation which led to the issuance of suspension orders: 

Trail.Aire, Inc.-The issuer, a California corporation, was engaged 
in the design, rebuilding, manufacture, and sale of moving vans and 
trailers. Prior to the offering in question, the owners of its principal 
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customers' (the Dean group) purchased a 50 percent interest in the 
issuer for $20,000;': Shares representing this interest were'issued to 
the attorney for the Dean group as' holder of record and nominee for 
the' group: However, the issuer's offering circular 'and notification 
listed the attorney as :both beneficial and record holder of these·shares. 
'Fhis procedure was claimed to be in the issuer's interest because its 
potential customers' included· competitors of the Dean group and, it 
was felt a·sales problem might be created· if it were publicized that the 
Dean group were the major stockholders of the issuer. 

The Coinmission, in; its order perniimently suspending the Regula
tion A exemption,6 stated that :."Even·though the'issuance of the Dean 
group ·stock in the· name. of a nominee for the beneficial owners may 
originally have ·been motivated by factors considered to be in the best 
interests of Trail-Aire, when the issuer 'undertook to make a public 
offering of its securities, disclosure of 'the: facts as 00 tHe true bene
ficial owners of controlling,block.s of stock.was,necessary. Particu
larly' where such own!'lrs:are the issuer's'principal'customers, the pos
sibility; exists that ,the issuer, maY'conduct : its .affairs in' a ina:p.ner to 
serve their interests arid to subordinate the other aspects 'of its'buSi-
ness.'" ' 

The COmmission further stated that although there was no evidenoo 
indicating an .intent to subvert'the issuer's interests as:a whole, the 
possibility of conflict was of vital. ,interest to' public"investors, and 
they, had a right to a full' presentation of facts which indicated, its 
presence and extent. The' Commission concluded that the issuer's 
9f:licers "exhibited a lack \~f con~rn for, the complete truth and ac
curacy of the material filed and used,which is incompatible with the 
responsibilities of those:who seek to avail themselves of the conditional 
e~emption provided by Regulation A~""" ', ... 

: Northea'Sl Telecommunications, Inc.-In' its Opinion and Order 
perm:an~ntlY;::.suspe'J:iding, issuer's exemption} the Commi~sion, held, 
among other, things,lthat,no ex~mption,under,Regulation A. ,was avail-, 
able because the $300,000 statutory limitation was exceeded .. While 
the offering consisted of 300,000 shares at $1 a share, under the regula
tion 22,000 .shal~es, preyiq)lsly issued or sold hl;td to, be included in'de
termining:theaggregate offering price. These included· 10,000 shares 
owned by officers ~nd directors which had been placed in escrow, but 
~hich, pursuant to instructions from the issuer's president, were trans
ferred by the escrow agent'to:a nomi~ee of the underwriter '7 months 
prior to termination of ~e escrow agr:eement. The Commission stated 
that "where, as here, the president of an issuer participates :with the 

• Securities Act Release No. 4621 (July 8,1963). 
1 Se~iirl,ties Act Release No. 4622 (July 17. 1963). 
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escrow agent in a breach of an escrow agreement the issuer cannot 
properly claim that ,'effeCtive' provision was made (as required by 
the regulation) to keep the stock in escrow. MoreOver, it is immate
rial that the underwriter did'not sell-the 10,000 shares until after the 
termination of the escrow agreement." The Commission also held that 
12,000' shares sold in violation of the registration provisions of the 
Securities' Act within 1 year prior to commencement of the Regulation' 
A offering must be included in determining the 'aggregate offering 
price. 

Decorative Interiors"lnc.-The issuer 'offered itS securities on' a 
best efforts basis through an Underwriter' who was a sole proprietor 
whom it knew 'to be young, inexperienced, and financially irrespon-, 
sible. When the Commission's staff l?egan to inquire into the offering, 
questi9ns were put to the 'underwriter, which-he,refused to answer and 
as to which he invoked the privilege against , self-incrimination. The 
CoriuniSsion then'issued a temporary suspension order, based on Rule 
261 (a) (7) which provides that 'an exemption,may be suspended where': 
ever' "the issuer or' any promoter, -'o~cer,' director, or underwriter has 
failed to cooperate or has obstructed or refused to permit the making 
of an investigation by the Commission." At the hearing the issuer 
maintained that it had not been'a party to the' underwriter's failure 
to cooperate;and asked for leave 'to substitute a new underwriter or to 
withdraw'its -filing. The Commission rej ected the issuer's requests, 
held that the suSpension must be made permanent, and said in its 
opinion: 8 , ,,' ' 

S'ince the offering' was on a best' effortS basis and the issuer did not intend to 
return any proceeds to investors if all the shares to' be offered were not sold, the 
experience and responsibility of the underwriter were particularly important 
... Under these circumstances, we'think the issuer, assumed Whatever risks 
resulted from its-action in employing ihls'und~rwriter as its a:ge~t for the' public 
sale ot'its secutities. We think the record sbows not only a lack of reasonable 
care 'on the part of the issuer in arranging for the selection of the underwriter 
and the terms of the' offering, but also a failure to heed clear warnings of the' 
underwriter's lack of responsibility and reliability. ' 

Exempt' Offerings Under Regulation B 

- Durmg the' fiscal year ended' June '30, 1964; 242 offering sheets and 
290 amendments thereto were filed pursuant to'RegulationB and were 
examined by the Oil'and Gas Section of the Commission's'Division of 
Corporation Finance: 'During the '1963 and 1962 fiscal years; 231 and 
229 offering sheets, ;respeetively; 'were filed:" The following table-in~ 
dicates'the nature and number of CommisSion: oid~rs i~sued hl con~ 

, . . ... 
\ ' -, ., 

8 Securities Act Release No. 4661 (January 8, 1964). 
... .. ~ 
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nection with such filings during the fiscal years 1962--64. The balance 
of the offering sheets filed became effective without order. 

Action taken on offering 8heet8 filed, uMer Regulation B 

Fiscal year 

1964 1963 1962 

---------------------------------------1---------------
Temporary suspension orders (under Rule 34O(a» _______________________ _ 
Orders terminating proceeding after amendment _________________________ _ 
Orders consenting to withdrawal of offering sheet and terminating pro-ceeding ________________________________________________________________ _ 

Orders fixing effective date of amendment (no proceeding pendlng) ______ _ 
Orders consenting to withdrawal of offering sheet (no proceeding pending) _ Orders terminating hearlng ______________________________________________ _ 

Total number of orders ____________________________________________ _ 

18 
8 

25 
13 

34 
9 

3 4 5 
187 153 138 
In 12 11 1 ___________________ _ 

232 207 197 

Reports of Sales.-The Commission requires persons who make of
ferings under Regulation B to file reports of the actual sales made 
pursuant to that regulation. The purpose of these reports is to aid 
the Commission in determining whether violations of laws have oc
curred in the marketing of such securities. The following table shows 
the number of sales reports filed under Regulation B during the past 
3 fiscal years and the aggregate dollar amOlmt of sales during each 
of such fiscal years. 

Report8 of 8ale8 unrLer Regulation B 

1964 1963 1962 

Number of sales reports fUed________________________________________ 2,658 2,747 4,615 
Aggregate dollar amount of sales reported___________________________ $2,247,259 $2,866,632 $2,921,591 

Exempt Offerings Under Regulation E 

Regulation E provides a conditional exemption from registration 
under the Securities Act of 1933 for securities of small business invest
ment companies which are licensed under the Small Business Invest
ment Act of 1958 or which have received the preliminary approval 
of the Small Business Administration and have been notified by the 
Administration that they may submit an application for such a license. 

The regulation, which is similar in many respects to the general 
exemption provided by Regulation A, requires the filing of a notifica
tion with the Commission and, except in the case of offerings not in 
excess of $50,000, the filing and use of an offering circular containing 
certain specified information. 

Regulation E provides for the suspension of exemption in particular 
cases if the Commission finds that any of the terms and conditions 
of the regulation have not been met or complied with. 

There were no filings under Regulation E during the 1964 fiscal 
year. 
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Exempt Offerings Under Regolation F 

Regulation F provides an exemption from registration under the 
Securities Act for assessments levied. upon assessable stock and for 
deliquent assessment sales in amounts not exceeding $300,000 in any 
one year. It requires the filing of a simple noti'fication giving brief 
information with respect to the issuer, its management, principal secu
rity holders, recent and proposed assessments and other security issues. 
The regulation requires a company to send to its stockholders, or 
otherwise publish, a statement of the purposes for which the proceeds 
from the assessment are proposed to be used. If the issuer should em
ploy any other sales literature in connection with the assessment, copies 
of such literature must be filed with the Commission. 

During the 1964 fiscal year, 28 notifications were filed under Regu
lation F, covering assessments of $835,623. Regulation F notifications 
were filed in three of the nine regional offices of the Commission: 
Denver, San Francisco and Seattle. Underwriters were not employed 
in any of the Regulation F assessments. 

Regulation F provides for the suspension of an exemption there
under, as in Regulation A, where the regulation provides no exemp
tion or where the offering is not made in accordance with the terms and 
conditions of the regulation or in accordance with prescribed dis
closure standards. 

No Regulation F filings were temporarily suspended during the 
fiscal year 1964. 



PART V 

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT 
OF 1934 

The Securities Exchange Act of 1934, as amended by the Securities 
Acts Amendments of 1964 (enacted on August 20,1964), provides for 
the registration and regulation of securities exchanges, the registra
tion of securities listed on such exchanges, and under new Section 
12(g), the registration of securities traded over the counter whose 
issuers have total assets in excess of $1 million and a class of equity 
securities held of record by at least 750 persons (after July 1, 1966, 
the number will be reduced to 500). It establishes, for issuers of 
securities registered under the Act, financial and other reporting 
requirements, regulation of proxy solicitations and requirements with 
respect to trading by directors, officers and principal security holders. 
The Act also provides for the registration and regulation of national 
securities associations and of brokers and dealers doing business in the 
over-the-counter market, contains provisions designed to prevent 
fraudulent, deceptive and manipulative acts and practices on the ex
changes and in the over-the-counter markets and authorizes the Fed
eral Reserve Board to regulate the use of credit in securities transac
tions. The purpose of these statutory requirements is to ensure the 
maintenance of fair and honest markets in securities transactions 
on the organized exchanges and in the over-the-counter markets. 

REGULATION OF EXCHANGES AND EXCHANGE TRADING 

Registration and Exemption of Exchanges 

As of June 30, 1964, 14 stock exchanges were registered under the 
Exchange Act as national securities exchanges : 

American Stock Exchange 
Boston Stock Exchange 
Chicago Board of Trade 
Cincinnati Stock Exchange 
Detroit Stock Exchange 
Midwest Stock Exchange 
National Stock Exchange 
New York Stock Exchange 

Pacific Coast Stock Exchange 
Philadelphia-Baltimore-Washington 

Stock Exchange 
Pittsburgh Stock Exchange 
Salt Lake Stock Exchange 
San Francisco Mining Exchange 
Spokane Stock Exchange 

43 
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Four exchanges were exempted from registration by the Commission 
pursuant to Section 5 of the Act: 
Colorado 'Springs Stock Exchange 
Honolulu Stock Exchange 

Exchange Disciplinary Action 

Richmond Stock Exchange 
Wheeling Stock Exchange 

Each national securities exchange reports to the Commission: dis
ciplinary actions taken against !'Lny member, member firm, or person 
connected therewith, for violation of any rule of the exchange, of the 
Securities Exchange Act of 1934, or of any rule or regulation there
under. 'During the fiscal year 9 of the 18 exchanges reported 121 such 
actions, including imposition of fines ranging from $50 to $17,500 in 
46' cases, with total fines aggregating $63,000; the suSpension from 
membership of 17 individuals and 7 member organizations; the expul
sion' of 6 individual 'members and 3 member organizations; and cen
sures ,of 59 member organizations and individuals. Various other 
sanctions' were imposed against registered representatives and other 
employees of member firms including the 'required re-examination of 
a 'number of 'prospective employees of member 'organizations. ' 

~mritission' Inspeclio~s 'of the ExchllDges 

" The 'Commissio~ ~s charged with th~ responsibility for the over-' 
sight of the nation!L1 securities exchanges. In carrying out its,duties: 
in this regard ,~d as part of its expanding program ill this area, ~' 
inspections, of the New ¥ ork and, American Stock Exchanges were' 
1p.ade during the'fiscal,year. The maj~r,areas ~spected included the
e~change regulatory progra~s with regard"'to the financial respon!?i~ 
bility ,o~ m~mber fir~s; dlsCiplina'ry actio~s; floor surveillll:llce; 'a~d 
the handling of public complaints. ,In addition, general inspections 
wereinade of the PaCific Coast Stock' Exchange, Mid~est Stock E~~ 
chang~ and Spokane St~k E~chang~., 

REGISTRATION OF SECURITIES. ON, EX~GES, 

'r 'Unless' Ii security -is registered, on a national securities' exchange 
under the Securities Exchange,Act··)or is 'exempt from such registra
tion it is, unla,'Yful for, a memqer of such exchange or any bt;oker or 
,dealer to, effect any'transaction in the security on the exchange., . In 
general, the Act exempts'from registration obligations issued' or guar-

,anteed by a state'or the'Federa:I'Government or by certain subdiVisions 
or agepci~s t~ere9f ll:nd authqriz~s the Commiss~?~)9~dopt rul,ei a~d 
regulations exempting such other securities as"~h~,,Commi!SSion may 
find necessary or appropriate to exempt in the public interest or for 

'" , ' 
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the protection of investors .. Under this authority the Commission has 
exempted securities of certain banks, certain securities secured :by 
property or leasehold interests, certam warrants. and,. on. a' temporary 
basis, certain securities issued in substitution for.odn additi9n.tO liste~ 
'securities. 
,_ Pursuant to Section 12 of the Exchange Act, 'an iS8uermay regiSter 
a class of securities on an exchange by filing with the Commission and 
the exchange an' application which discloses pertinent information 
.concerning the issuer and its affairs. Information must be furnished 
regarding the issuer's business, its capital structure, the terms of its 
:securities, the persons who manage or control its affairs, the remunera
tion paid' to its officers and directors, and the allotment of options, 
bonuses and proft-sharing plans, and financial statements certified 
by. independent accountants must be filed as part of the application.' , 
. Form 10 is the form used for registration by m9st commercial and 
industrial 'companies. There are specialized forms for certain types 
·of securities, such as voting trust certificates, certificates of deposit and 
,securities of foreign governments. 

Section 13 requires issuers having securities registered on, an ex
change to 'file periodic reports keeping current ,the information fur
nish~d in the application for registration. These periodiC ,'reports 
include annual reports, semi-annual reports, and current reports~ The 
principal annual report form'is Form 10-K which is designed to keep 
up~to-date the information furnished in' applications filed on' Form 
Hi. Semi-aIiriual reports required ~ be furnished on F~rm 9-K are 
.devoted chiefly' to furnishing mid~year 'financial data. C~rrent re~ 
p'Orts' on Form S--:K are required to be filed for each month in which 
any of ceI!-ain specified events have occurred. A report on this form 
deals with matters such as changes in control' of'the registrant, impor
tant'adquisitions or dispositions of assets,-the institution or termination 
·of'important legal proceedings and important chhriges'in the' issuer's 
·capital securities or in the amount thereof outsfanding. Under the 
1964 Securities Acts, Amendments, the above requirements will be 
applica:ble to issuers registered under new Section 12 (g).' , ' 

_ The following table shows the' number of -reports filed ~uring the 
fiscal year pursuant to Sectiqn 13 of the Exchange Act and t40se file~ 
under Section 15 (d) of the Act by issuers obligated to file repo'rts by 
reason of having publicly offered securities registered under the Secu
Tities Act of 1933. As of June 30, 1964, there were 2,930 such issuers, 
including 290 that were also registered as investment companies under 
,the Investment Company Act of 1940. The table also includes the 
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number of annual reports, quarterly reports and reports to stock
holders filed by issuers subject to the reporting requirements of Section 
30 of the Investment Company Act. 
Number 01 annual and other periodic report8 filed by is8uer8 under the Secu

ritie8 Ea:change Act 011984 and the Inve8tment Oompany Act 011940 during 
the fi8cal year ended June 80, 1964 

Numher of reports filed by 

Type of reports 

Listed 
issuers 
filing 

reports 
under 

Section 
13 

Over-the
counter 
Issuers 
filing 

reports 
under 

Section 
15(d) 

Annual reports on Forms lOoK, N-30A-l, etc____________ 2,384 2,146 
Semiannual reports on Form 9--K__ _ _____________________ 1,961 1,691 

Issuers 
filing 

reports 
under Sec
tion 30 of 

Investment 
Company 

Act 

521 

Current reports on Form 8--K____________________________ 4,351 3,059 
Quarterly reports on Form 7-K__________________________ 34 260 ___________ _ 
Quarterly reports on Form N-30B-L ____________________________________________ _ 
Reports to stockholders (Section 30(d» __________________________________________ _ 

Total reports filed _________________________________ _ 8,730 7,156 

280 
1,496 

2,297 

STATISTICS RELATING TO SECURITIES ON EXCHANGES 

Number of Issuers and Securities 

5,051 
3,652 
7,410 

294 
280 

1,496 

18,183 

As of June 30,1964, a total of 2,467 issuers had 4,076 securities listed 
on registered securities exchanges, of which 2,879 were stocks and 
1,197 bonds. Of these totals 1,389 issuers had 1,611 stock issues and 
1,115 bond issues listed and registered on the New York Stock Ex
change. Thus, 56 percent of the issuers, 56 percent of the stock issues 
and 93 percent of the bond issues were listed on the N ew York Stock 
Exchange. 

During the 1964 fiscal year, 138 issuers listed on registered securities 
exchanges for the first time, while the registration of the securities of 
88 issuers were terminated. A total of 269 applications for registration 
of securities on an exchange was filed during the 1964 fiscal year. 
Market Value of Securities Available for Trading, by Calendar Year 

The market value on December 31, 1963, of stocks and bonds, both 
listed and unlisted, admitted to trading on one or more stock exchanges 
in the United States was approximately $561 billion. 
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Number of Market value 
Issues Dec. 31, 1963 

(millions) 

1,572 $411,318 
- -- 1,~·- - - -26,130 

4,269 

Stocks: -- .. ' .... 
New York Stock Exchange _____________________________________________ _ 

, American Stock Exchange_~ __________________________ ""_· _______________ ~ 
Exclusively on other exchanges ____________________________ " _________ ' ___ _ 

. Total' st6"cks ___ " ~ ~_ :~_+ ____________________________ -__________ ~ __ -____ ~ 
3,~1 441;717 

Bonds: 
1,185 117,1109 

84 1,194 
24 136 

New York Stock Exchange _____________________________________________ _ 
American Stock Exchange _____________________________________ o __ · ____ · __ _ 
Exclusively on other exchanges _________________________________________ _ 

, ' Total bonds __________________________________________________________ _ 
1,293 119,239 

Total stocks and bonds ____ " __________________________________________ _ 4,334 560,956 

, The New York: Stock Exchange and -Alnerican Stock Exchange 
'figUres were reported by those exchanges. There was no duplication 
of. issues between them. The figures for all other exchanges were f~r 
,the net number of issues appearing only on such· exchanges, excludirig 
the many ,issues on them which were also traded on one or the other 
of the New York exchanges. The number and market value of issues 
as shown excluded those suspended from trading and a.few otherS for 
which quotations were not available. The number and market value 
as of Decembe~ 31, 1963, of preferred and common st9cks separately 
was as follows: . 

Preferred stocks Common stocks 

Number Market value Number Market value 
(mU!1ons) (millions) 

- - - --
$9,3

48
17
9 

2,281 $418,003 Listed on registered exchanges_________________________ 542 All other stocks' .~_~ ___ ::_______________________________ 46 172 13,908 
---1·-------1-----1 

588 9, 806 2, 453 431, 911 

• Stocks admitted to unlisted trading privileges only or solely listed on exempted exchanges. 
. -

The'3,041 preferred 'and common stocks represented over 9.8 billion 
shares, of which over 9.3 billion were included in the 2,823 issues listed 
on registered exchanges. -

The N ew York Stock Exchange has reported aggregate market 
values Qf all stoc¥:s listed thereon monthly since December 31, 1924, 
when the figure was $27:1 billion. ,The 'American Stock Exchange 
has reported December 31 totals annually since 1936. AggregateS 
for stockS exchisively on the remaining exchanges have been compiled 
as pf December 31 annually by the Commission since 1948. 
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ValU6 of stocks on 6lDchanll6s, in biZZiom of dollars 

New York 
December 31 Stock 

Exchange 

1936 ___________________________________________ _ 
$59.9 

1937 ___________________________________________ _ 38.9 1938 ___________________________________________ _ 47.5 1939 ___________________________________________ _ 46.5 1940 ___________________________________________ _ 
41.9 

1941-__________________________________________ _ 35.S 1942 ___________________________________________ _ 38.S 1943 ___________________________________________ _ 
47.6 1944 ___________________________________________ _ 55.5 1945 ___________________________________________ _ 73.S 1946 ___________________________________________ _ 
68.6 1947 ___________________________________________ _ 
68.3 1948 ___________________________________________ _ 
67.0 1949 ___________________________________________ _ 
76. 3 1950 ___________________________________________ _ 
93.S 1951 ___________________________________________ _ 

109.5 1952 ___________________________________________ _ 
120.5 1953 ___________________________________________ _ 
117.3 1954 ___________________________________________ _ 
169.1 1955 ___________________________________________ _ 
207.7 1956 ___________________________________________ _ 
219.2 1957 ___________________________________________ _ 
195.6 1958 ___________________________________________ _ 
276.7 1959 ___________________________________________ _ 
307.7 1960 ___________________________________________ _ 
307.0 1961-__________________________________________ _ 
387.8 1962 ___________________________________________ _ 
345.8 1963 ___________________________________________ _ 
411.3 

American 
Stock 

Excbange 

$14.8 
10.2 
10.8 
10.1 
8.6 
7.4 
7.S 
9.9 

11.2 
14.4 
13.2 
12.1 
11.9 
12.2 
13.9 
16.5 
16.9 
15.3 
22.1 
27.1 
31.0 
25.5 
31. 7 
26.4 
24.2 
33.0 
24.4 
26.1 

Exclusively 
on otber 

Exchanges 

.......... - .... _-_ ........ 
... _------ ........... --
........ - .. - .. -- .. ----
_ .. ----.. -------
------........ ----
------ .. -------
-- .. ---.. _------
_ .. ------------
------------..... 
--------------
------ .. -------
---------$3:ii-

3.1 
3.3 
3.2 
3.1 
2.S 
3.6 
4.0 
3.8 
3.1 
4.3 
4;2 
4.1 
5.3 
4.0 
4.3 

Total 0 

$74.7 
49.1 
68.3 
56.6 
50.5 
43.2 
46.6 
67.5 
66.7 
88.2 
81.8 
80.4 
81.9 
91.6 

111.0 
129.2 
140.5 
135.4 
194.8 
238.8 
254. 0 
224.2 
312.7 
338.4 
335.3 
426.2 
374.2 
441. 7 

• Total values 1936--47 inclusive are (or the New York Stock Exchange and the American Stock Exchange 
only. 

Share and Dollar Volume and Market Value of Stocks Traded, by Fiscal Year 

The aggregate market values of all stocks available for trading on 
all exchanges as of June 30 annually, and the volume of shares actually 
traded on the exchanges in years ended June 30, have been as follows: 

1955 _________________________________________________________ _ 
1956 __________________________________________________________ _ 
1957 _________________________________________________________ _ 
1958 _________________________________________________________ _ 
1959 _________________________________________________________ _ 
1960 _________________________________________________________ _ 
1961 _________________________________________________________ _ 
1962 _________________________________________________________ _ 
1963 ________________________________________________________ _ 
1964 _________________________________________________________ _ 

June 30 Volumes In years to June 30 
values 

(billions) 

$222.8 
250.0 
262.0 
257.9 
337.6 
327.8 
381.0 
330.0 
414.0 
493.5 

Share volume Dollar volume 

I, 324, 38.~, 000 
I, 217, \l3.~, 000 
1,210,807,000 
1,209,274,000 
I, S06, 810, 000 
1,456,919,000 
1,971,508,000 
1,796,810,000 
I, 700, 456, 000 
2, 099, 765, 000 

$36, 878, 540, 000 
36, 226, 682, 000 
32,929,671,000 
3D, 862, 129, 000 
61,577, 195,000 
47,795,837,000 
67,029,271,000 
58, 348, 768, 000 
54, 369, 863, 000 
73, 243, 469, 000 

The June 30 values were as reported by the New York Stock Ex
change and as estimated for all other exchanges. Volumes included 
shares, warrants and rights. Tables 9 and 10 in the appendix of this 
Annual Report contain comprehensive statistics of volumes on 
exchanges. 

Aggregate market values over the years are not strictly comparable, 
since they do not indicate what part of the change is due to factors 
such as new listings, mergers into listed companies, and removals 
from listing. 
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Foreign Stock on Excl~unges. ' 

The'market value on December 31, 1063, of all shares and certificates 
rei)resClitillg foreign stocks traded on the stock exchanges was about 
$14.3 billion, of "hich $11.5 billion represented Canadian and $2.8 
bill ion represented other foreign stocks. ,The market values of the 
enl ire Canadian stock issues were included in these aggregates. Most 
of I he 01 her foreigl~ stocks were represented by American depository' 
receipts or American shares, only the outstanding amounts of which' 
were used in determinillg market values. '" 

Foreign, stocks on clCchangcs . .' 

. Dcccmb'cr 31, '19G3 
CanadIan. ' , "Othrr)Forelgn " Total . 

.. 
Issues Value Issues Vnlue IssuCs Vulue 

Exchnn~e: 
Nl'w york .•..•••••••••••. 13 $5,038,211,000 13 $2,0,19,334.000 25 $7,077,545,000 
A Illf'rir'm~ .• ______________ 73 G, 415, iOn, (JOO 33 773, 068, 000 106 7, 188,841',0110 
Others only ••••••••••••.•. 1 6n,OOO 3 13, 4fl9, 000 4 14.142, ')00 

TOLal •••••••••••••.•..•. 87 11,454,669,000 49 ' 2,825, Sil, 000 135 14, 280, 532, 000 

The number of foreign stocks on,the exchanges has declined some·' 
what in recent years, owing principally to a recluction on the American' 
Stock Exchange from 152 in .lV56 to 106 in: 1063 .. Trading in foreign; 
stocks on the American Stock Exchange has fallen from '42:4 percent 
of the reported share volume in l!)5G, to·14.0 per~ent in 10G3. Trading 
in' foreign stocks on the New 'York Stock Exchange represented 3.4' 
percent of its reported shul'evolume in 1VM, ahd about· 2 percent in 
lOG3" . 

Reported volumes· in foreign shares ·during· calendar year lOG3 in
cluded about 31 million Canadian and 16 million other foreign shares 
on the American Stock Exchange and about 10 million Canadian and 
13 million other foreign shares on the New York Stock Exchange. 
While the share volume on the American exceeded that on the New 
York Stock Exchange, it would appear that in view of higher avernge 
share prices, the latter exchange had a greater dollar volume in foreign 
~~ , 

Comparative ~xchange Statistics 

In recent years, the number of stocks listed on the New York Stock 
Exchange has increased moderately, while the aggregate number of 
stocks available for trading exclusively on the other exchanges has 
declined. On the American Stock Exchange there has been a small 
loss of issues sir;'ce 1062.· . 

~7-903--65----5 
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Net number of 8tocks on cIDchange8 

June 30 

194O __________________________ c _______________ _ 
1945 ___________________________________________ _ 
1950 ___________________________________________ _ 
1955 ___________________________________________ _ 
1960 ___________________________________________ _ 
1961 ___________________________________________ _ 
1962 ___________________________________________ ~ 
1963 ___________________________________________ _ 
1964 ___________________________________________ _ 

New York 
Stock 

Exchange 

1,242 
1,293 
1,484 
1,543 
1,532 
1,546 
1,565 
1,579 
1,613 

American 
Stock 

Exchange 

1,079 
895 
779 
815 
931 
977 

1,033 
1,025 
1,023. 

Exclusively 
on other 

exchanges 

1,289 
951 
775 
686 
555 
519 
493 
476 
463 

Total stocks 
on 

exchanges 

3,610 
3,139 
3,038 
3,044 
3,018 
3,042 
3,091 
3,080 
3,099 

Since 1948, aggregate values of stocks listed on the New York Stock 
Exchange have represented an' increasing proportion of total share 
values on all the exchanges. 

Share value8 on elDchange8, in percentage8 

December 31 

1948 ___ : _______________________________________ , ______________ _ 
1950 __________________________________________________________ _ 
1955 __________________________________________________ ! _______ _ 

1960 __________________________________________________________ _ 
1961 ________________________________________________ " _________ _ 
1962 __________________________________________________________ _ 
1963 ____ ! _________________________________________ ~ ___________ _ 

New York 
Stock 

Exchange 

81.81 
84.50 
86.98 
91. 56 
91.02 
92.41 
93.12 

American 
Stock 

Exchange 

14.53 
12.52 
11. 35 
7.22 
774 
6.52 
5.91 

Exclusively 
on other 

exchanges 

3.66 
2.98 
1. 67 
1. 22 
1. 24 
1.07 
0.97. 

. The ratio of share volume on the regional exchanges to the total on 
all exchanges has continued. to decline over the years. However, the' 
regional exchange percentage of dollar volume has increased slightly. 
In the following presentation, shares, warrants and rights are included. 
Annual data since 1935 are shown in appendix table 10 in this Annual 
Report. . . ',. 

AnnuaZ 8ale8 of 8tock on ell!change8 

Percent of share volume Percent of dollar volume 
Calendar year 

"ew York American All other New York American All other 

1940 ___________________________ 
75.44 13.20 11.36 85.17 7.68 7.15 1945 ___________________________ 65.87 21.31 12.82 82.75 10.81 6.44 1950 ___________________________ 76.32 13.54 10.14 85.91 6.85 7.24 1955 __________________________ 
6R. 85 19.19 11.96 .86.31 6.98, 6.71 1960 ___________________________ 
68.48 22:27 9.25 sa. 81 9.35 " 6.84 1961 ___________________________ 
64.99 25.58 9.43 82.44 10 71 6.85 1962 ___________________________ 71.32 20.12 8.56 86.32 6.81 6.87 1963 ___________________________ 72.94 18.84 8.22 85.19 7.52 7.29 

1st 6 months, 1964 _____ " ______ ~ 73.92,· 18.07 8.01 82.75 9.46 7.79. 

DELI STING OF SECURITIES FROM EXCHANGES 

Applications may be made to the Commission by exchanges to 
strike any securities or by issuers to withdraw their securities from 
listing and registration on exchanges pursuant to Rule 12d2-2 under 
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Section 12 ( d) of the Securities Exchange Act. During the fiscal year 
ended June 30, 1V64, the Commission granted applications by ex~ 
changes and issuers to remove 56 stock issues' and 24 bond issues from 
listing and registration. Since 3 stocks were each delisted by two 
exchanges, there was a total of 59 stock removals. The number of 
issuers of stock involved was 48. The removals were as follows: 

Applications filed by: SloekB Bonds 

New York 13tock Exchange ______________________________ _ 11 23 
American Stock Exchange _______________________________ _ 
Boston Stock Ex~hange _________________________________ _ 

13 ____ ' __ 
L __ .: __ 

Cincinnati Stock Exchange ______________________________ _ 3 _____ _ 
Midwest Stock Exchange ________________________________ _ 9 _____ _ 
National Stock Exchange ___________________________ ~ ____ _ 1 ______ · 

Pacific Coast Stock Exchange ____________________________ _ 9 ____ ' __ 

Philadclp hb-Bal ti more-Washington Stoc~ Exchange ________ _ 4 1 
Salt Litke ,Stock Exchange_' ______________________________ _ 1 _____ _ 

San Francisco Mining Exchange __________________________ _ 5_~ ____ ' 
Issuer _________________________________________________ _ 2 _____ _ 

,TotaL _______________ 
o

___________________________ 59 24 

In accordance with the practice in 'recent years, nearly all of the 
delisting applications were filed by exchanges. The two applications 
granted issuers during the year removed from the American Stock' 
Exchange 'it Canadian stock with little trading volume and the stock 
of a domestic company which ,had incurred slibstantiallosses. 

_ The N ew York Stock Exchange delisted 21 bonds and debentures of 
German state, municipal,and corporate issuers. On March 25, 1V64, 
the.Exchange adopted new deli sting rules and criteria with respect to 
lack. of earnings, ,limited distribution of securities and insufficient 
market value of outstanding stock and publicly held shares. 

Delisting and Tr~'ding Suspension Proceedings Under Section 19(a) 

Section 19 (a) (2) authorizes the Commission to suspend for a period 
not exceeding 12 months, or to withdraw, the registration of a security 
on a national securities exchang~ if, in its opinion, "such action is 
n,ecessary or appropriate for the protection of investors and, after 
notice and opportunity for hearing, the ,Commission finds that the 
issuer of the security has failed to comply with any provision of the 
Act or the rules and regulations ther~under. ' Of the two proceedings 
under Section 19(a) (2), pending ~t the beginning qf the fiscal year" 
one was terminated d uririg the year, and no additional proceedings. 
,vere instituted during the year:" , 
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. In Precision Microwave Corporation 1 the Commission found that a. 
Se.c;llrities Act registration statement, irworporated by reference in the 
issuer's: application for 'l:egistrati'on of its common stock on the Ameri
can S~ock Exchange, contained false and misleading financial informa
tion, including n: materjal understutementof'liability for sales com
niissions"n material oyerstatem~nt of work~in-process, and distorted 
comparative sales' and earnings figures. It further found that. the 
accountant's certificate was false and misleading because he did not 
follow generally accepted aUditing procedures and '''as not in fact 
independent, havilig employed the office manager nnd 'accountnnt of 
the issl.ler's ml!jo<subsidiary, who ,vas responsible for maintenaI}ce of 
books and records reviewed during the audit, to assist him in the audit. 
The issuer hud -subscfJuently filed-and submitted to stockholders an 
annual'rcport for a- more recent-period which included .financial 'state
ments audited -by difre'rent -accountants, but' thereafter r~cei"ership 
proceedings an~l proceeqings under Chapter, XI <?f the Bankruptcy Act 
had been instituted with respect to the issuer, following which required 
reports '~'ere not filed., . The Commission (in addition to issuing a. 
stop order with respect to the registration statement) c01{clu<.kd to 
suspend the exchange registrntion of the stock for 60 days,'''ith the 
proviso that if ,within' 30 days the issqer filedreports containing correct 
up-to-date financial information and disclosing the status·of the court 
proceedings and the extent of't,he' pf'esent holdings and relationship to 
the issuer of the:officiallprincipnlly responsible for the falsification of 
the financial information, and such reports presented II. satisfactory 
basis for permitting the resumpt.ion of trading, the suspension would 
be,terminated~ but otherwise the exchange-registration would be with-
dra"·n. No reports ,,-ere filed by the compmiy and the registration of 
its stock was withdrawn.2 · • 

Section l!)(a) (4) aut1,1orizes the Comll!ission summarily to suspend 
trading in any registered security on II. national securities exchange 
for. II. period not exceeding 10 days if,' in its opinion, such action is 
necessary or appropriate for the protection of investors and the public 
interest so requires. During the IV64 fiscal year the Commission used 
this authority with respect to th'ree companies. At the end of the 
fiscal year two suspensions remained in effect: A new Section 15 (c) (5) 
enacted as part of the )!)64 amendmen'ts provides the Commission 
with authority summarily. to'suspend 'over-the-counter trading in any 
security for a periocl not' eiceeding 10 days if, in its' opinion, the public 
interest and protection of investors'so require .. " ' 

I Securities Exchange Act Release No, 7~19 (May 22, 1964). 
I Securities Exchange Act Release No. 7377 (July 23,1964). 
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UNLISTED TRADING PRIVILEGES ON EXCHANGES 

Stocks with ~n1isted-trading privileges \Yhicl1" are 'not also listed and 
'registered on other exchanges continued to decline 'in number, from 
,HjS on June'30, 1963'to 140 on June 30,1964. The American Stock 
Exchange accounted for' 240£ the 28 removals .. The balance of the 
removals were accounted ,for by the Chicago Board of Trade, the 
Honolulu Stock Exchange, and the Pacific Coast Stock Exchange. 
The distribution of unlisted stocks and share volumes therein among 
the exchanges is shown in,appendix table 8. The statutory provisions 
:r:egarding unlisted tra~ing were a~e]~ded in several respects after the 
close of the fiscal year ,by the Secl}rities Acts Amendments ,of 1964. 

The reported volume of trading on the, exchanges in stock,with only 
unlisted trading privileges for the ,calendar year 1963, was about 
20,121,000 shares or about 1.1 percept of the toJal share volqme on all 
the exchanges. About 93 per~ert.of ,this volume was 9n the American" 
Stock Exchange while three other exchanges c()ntributed the remaining 
7 percent. The share volume in, these, stocks 'on the American Stock 
Exchange represented 5.6 percent of the total share volume on that 
Exchange. , 

Unlisted trading privileges ,on exchanges in stocks listed and reg
istered on other ' exchanges numbereel 1,637 on June 30, 1964. The 
volume of unlisted trading in these stocks,.for the calendar year 1963, 
was reported at about 62,258,000 shares. About 15 percent of this 
volume was on the American ~tock Exchange in stocks listed on re
gional exchanges, and about 85'percent was on the regional exchanges 
in stocks listed on the New, Xork or American Stock Exchanges. 
While the 62,258,000 shares amounted to less than 4 percent of the total 
share volume on all the exchanges, they constituted substantial por
tions of the share volumes on the leading regional exchanges, as re
flected in the following approximate percentages: Boston 79 percent; 
Philadelphia-Baltimore-Washington 72 percent; Cincinnati 68 per
cent; Detroit 61 percent; Pittsburgh 54 percent; Midwest 32 percent; 
and Pacific Coast Stock Exchange 32 percent. ' 

Applications for Unlisted Trading PrivUeges 

Applications by exchanges for unlisted trading privileges in stocks 
listed on other exchanges, filed pursuant to Rule 12f-1 under Section 
12 (f) of the Securities Exchange Act, were granted by the Com mission 
during the fisca.l year ended June 30, 1964, as follows: -
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Number 
Stock exchange: 01 stocks 

Philadelphia-Baltimore-Washington_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ 35 
,DetroiL ______ '_ _ _ _ _ _ __ _ ______ _ __ _ _ _ _ _ _ _ _ ___ _ _ __ _ __ ___ _ _ _ _ _ _ _ __ 20. 
Midwest ____ ~ ________________ ~ _ _ _ _ _ _ _ _ __ _ _ __ _ _ __ __ _ __ _ _ __ _ __ __ 15 
Boston __________________________________ ~ ______ ~ __________ ~ _ _ 13 
Pacific Coast~_~__ _ ___ _ _ _ _ ___ _ _ _ _ _ __ _ __ _ _ _ _ _ _ _ _ _ __ _ _ ___ _ _ _ _ _ _ _ _ '4 
Pittsburgh ___________________________ ~ _____________ ~_~________ 2 

·89 

BLOCK DISTRIBUTIONS REPORTED BY EXCHANGES 

The usual method of distributing blocks of listed securities consid
'ered too large' for the auction market on the floor of an exchange is to 
resort to "secondary distributions" over the co~nter after the close of 
,exchange trading. Secondary distributions, as reported since 1942, 
reached a peak of $926,514,294 during the calendar year 1961, a~d 

. totaled '$814,983,600 during 1963. During the first 6 months of 1964 
there were 71 secondary distributions aggregating $698,667,735 or 85.7 
percent of the total for the entire year 1963. 

In 'an effort to keep as much as possible of block business on their 
floors, Special Offering Plans were adopted by leading exchanges com
mencing in'1942, 'and, the somewhat more flexible Exchange Distribu
tion Plans commencing in 1953. Special offerings have virtually dis
appeared, while the number of Exchange distributions has grown'. 
The largest number of Special offerings was 87 in 1944, with $32,454,000 
aggregate value. In 1962, there were only 2 offerings and in 1963, 
there were none. In 1963, there were 72 Exchange distributions with 
a total value of $107,49'8,026, a new high both in number and value. 

Block distributions of stocks reportcd by emchangcs 

SpeciaIOfferlngs __________________________________ _ 
Exchnnge Distrlhutions __________________________ :_ 
Secondary Dlstributlons __________________________ _ 

Special Offerinl!S __________________________________ _ 
Exchange Distrlhutlons _________________________ ~ __ 
Secondary I?lstrlbutions __________________________ _ 

Number I Shares In I Shares sold I 
offer 

Value 

12 Months En'ded December 31, 1963 • 

01 0 I 0 I 0 72 3,090,016 2,892,233 $107, 49R, 026 
100 18,204,018 18,937,935 814, 983, 600 

6 Months Ended June 30, 1964 

01 0 I 0 I 0 32 1,438,568 1,304,0\8 53,916, 8q2 
71 13, 704, 641 14, 258, 185 , 698, 667, 735 

• Details of thpse dl.trlbutlons appear In the Commission's monthly StatIStical Bulletins. Data lor prior 
years are shown In Appendix tahle 11 In this Annu~1 Report. 
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OVER-THE-COUNTER STATISTICS 

Based on information obtained from standard securitiesnianuals 
and from reports to the Commission, there were, as of December 31, 
1963, approximately 4,400 stocks of domestic issuers wit~ 300 holders 
or more, possessing an aggreg\1.te yalue of about $98.8 bi~lion, which 
were quoted only iiI. the over-the-counter market. They included 
,$26.7 billion in bank stocks, $25.3 billion in insurance stocks, and $46.8 
billion in industrial, utility, and other miscellaneous stocks. The 
computation does not include securities issued by registered invest-

, ment companies. 

Over-the-counter stocks ot domesUc iS8!lCr,~ reten'cd to in the tea:t, as ot 
December 31, 1963 

Stocks , Issuers Market values 

Reporting pursuant to Section 15(d): 
Miscellaneous__________ __ __ _ __ ___ ______ ______________ _______ 1,794 
Insurancc ____________________ "________ __________ __ __________ 141 1,628 $25,480, 159,003 

136 8, 517, 200, 000 
Reportin~ for other reasons: • Miscellancous_____________ _____ ____ ___ ___ _____________ ____ __ 141 109 4, _940, 700, 000 

I~-----I------I-~------
2,076 1,873 38, 938, 059, 000 

Not rcporting to the Commission: - Miscellallcous__ ___ ___ __ _____ _______ __ _______ ________________ 1,348 
Insurallcc____ ______________ _______ ___ ___________ ____________ . 213 1,284 16, 360, 546, 001 

208 16,851,500,00) Banks_ _ ____________ _______ ___ ____ __ ___________________ _____ 774 773 26,683, 700,00) 
I-------I------I-------~ 

59, R95, 746, 000 2,335 2,265 
TotaL __ ____ ________ __ _ _ __ _ ___ _ ___________ ____ ___ __ __ ___ __ 4,411 4,138 98, 833, 805, 000 

• These com panics have other issues listed on stock exchanges. 

In addition to the stocks mentioned above, there is a large number 
of actively quoted stocks of companies whose coverage by the standard 

'securities manuals is generally limited to brief announcements of the -
circumstances of the offerings. Their number was in excess of 1,000 
on December 31, 1963, at which time they constituted about 29 per
cent of the actively quoted stocks in the National Quotation Bureau 
services. These stocks may be presumed to have over 300 holders 
each. In addition, there is an indeterminate number of stocks with 
over 300 holders for the most part issued by small companies, which 
are inactively quoted or not publicly quoted. As far as can be ascer
tained, they are for the most part stocks of small companies. 

A comprehensive view of the number of securities quoted over the 
counter at anyone time is afforded by data supplied by the National 
Quotation Bu.reau, which is the principal publisher of over-the-counter 
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quotations in the United States. 'The following table shows the num
ber of stocks quoted in the daily service,aTHl the corresponding aggre
gate number of dealer listings, as reported for a day around January 
15th annually. 

Number 01 stocks and dealer li8,~iniJ8 tit, about January 15 

Stocks' ,Dealer listings 

1960 _______ ~ ____________________________________________________________ ~ 
1961 ___ c ____________________________________________ c ___________________ " 
1962 ____________________________________________________________________ _ 
191i3 ____________________________________________________________________ _ 
1964 ____________________________________________________________________ _ 

6,551 
6,918 
8,127 
8.177 
8,028 

• The number annually since 1925 Is shown on,p. 7201 our 26th An~ual Report (1960). 

25.950 
zq.270 
3.,,0.'0 
34.4R2 
34,289 

About half of the stocks show substantial concentration of dealer 
listings, including both bids and offers. Many of the remainder,are 
quoted only on the bid side, indicating sporadic 'dealings. Some are 

, listed on domestic or Canadian stock excluinges. 

'Reporting Under Section 15(d) 

Issuers reporting pursuant to Section 15 (d) of the Securities Ex
change Act continued to increase in number notwithstanding the,nu

; merous reductions occasioned by listing on the exchanges or absorption 
, into other companies by purchase of assets or mergers. The number 
of such issuers increased from 2,647 on December 31, 1962 to 2,730 on 
December 31, 1963. The issued stock of 1,823 of these companies had 
a $39.2 billion aggregate market value at the end of 1063. The re
'maining 907 issuers included partnerships, voting trusts duplicative 
of listed shares, stock purchase and employees savings plans, com
panies with only bonds in public hands, registered investment com
panies, and numerous issuers for whose'shares no quotation was avail
'able, including a considerable number registering in '1963,' but not 
; offering their'sharesunti'l 1964~ 

As amended by the 1964 Am'endmEmts, Section 15( d) no longer re
,quires registration statements filed under the Securities Act to con
tain an un'dertaking to comply with the reporting requirements of 
Section 13 of the Exchange Act under certain circumstances. That 
'Section now autonuitically requires issuers 'filing registration'state
;ments to file reports under-theExch:mge Act du'ring the year a regis
'tration'statement beco-meseffective and thereafter if-tliey have 300 or 
more security holders. Issuers required to register under Section 
12(g) will be required to file reports by virtue of being so registered. 
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Issuers reporting 1tnder Section 15(d) as of December S1, 1965 4 

Stocks Issuers Market Values 

Over the counter: 
1,628 $25, 480, 150, 000 

136 8,517,200,000 
M i-rellancous_______________________________________________ 1,794 
I nsurance__ __ __ __ __ _ _ __ _ _ _ _ __ _ _ __ __ _ _ _ __ _ _ _ _ __ _ __ __ _ _ _ __ __ _ _ 141 

31 2,117,760,000 Foreign _____________________________________________________ 1 ___ 3_4_1 ____ 1 ____ _ 

I, ,95 36, 115, 119,000 

24 7R6, 200, 000 

1,969 
Ou stock exchanges:' , M Isrel luneous_ ___ _ _ __ _ _ _ _ __ _ ____ _ __ _ _ ____ _ _ _ _ _ __ _ _ _ ___ ___ __ _ 25 

Insurnllce ___ ~ _ ____ __ __ __ __ __ __ _ ___ _ _ _ __ _ _ __ _ _ _ _ __ _ __ __ _ __ _ _ _ 2 2 I, 140, 600, 000 Foreign_ _ _ _ _ _____ _ ____ __ __ __ ____ _ _ _ __ ______ _ __ _ _ __ __ ___ __ ___ 2 
2 I, 226, 000, 000 

1------1------1--------
3, 132, 80n. 000 29 2.q 

Total_ _ __ _____ ____ __ __ ______ __ __ __ __ _ ___ __ ______________ __ I, 998 
1, 823 1 39,247,919,000 

• Include. only issuers with stocks for which quotations were available, 
• These issllers han stocks with only unli.ted tradln!! prlvilcges on exchanges, They also had 20 stocks 

a~gregating $8r,7 million whkh were traclct! only over the eounter_ This amount has been lucluded In 
the over-th~-co~nter computation or market values above. 

MANIPULATION AND STABILIZATION 

Manipulation 

The Exchange Act describes and prohibits certain forms of manipu
lative activity in any security registered on a national securities ex
change. The prohibited activities inClude wash, sales and matched 
orders effected for the purpose of creating a false or misleading ap
pearance regarding the trading volume or market for a security.;, a 
series of transactions creating actual or apparent active trading in 
a security or raising or depressing its price, for the purpose of induc
ing purchases or sales of such security by others; circulation of infor
mation concerning market operations conducted for a rise or a decline 
in the price of a security; and the making of any materially false or 
misleading statement regarding a security for the purpose of inducing 
purchases or sales., The Act also empowers tile Commission to, adopt 
rules and regulations to define and prohibit the use of these and other 
forms o'f manipulative ',activity in any ~ec)1rity r.egi,stered on an ex
change or traded over the counter. 

The Commission's market surveillance staff observes the'tickertape 
quot.at.ions of securities'list.ed' on the New Y ~rk 'Sto,ck Exchange and 
on the American $tock Exchange, the sales and quotation sheets of 
the various regional exchanges, and the bid an9, asked prices published' 
by the National Daily Quotation Service for about 6,000 unlisted se
curities to observe any unusual or unexplained price variations or 
market activity., The financial new~ ticker, leading newspapers, and 
various financial publications and statistical services are also closely 
followed. ',' , " ',' ", ' 

: In order to simplify recordkeeping and for other r,easons it was 
decided that as of December in, 1963, the "quiz" type of trading inves
tigations would be discontinued and such cases assigned a standard 
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case number. Such investigations are, and hereafter wiII be, included 
in the table entitled "Investigations of possible violations of the Acts 
administered by the Commission," which will be found under the 
heading COllIPLAINTS AND INVESTIGATIONS in Part XI of this Report. 
Ho'wever,54 trading quizzes were pending at the end of the 1963 fiscal 
year, and 36 others were initiated prior to the change in policy, mak
irig a total of 90 such quizzes open at some time during the fiscal year. 
Only 35 of these remained open at the end of the fiscal year, 39 having 
been closed and 16 converted into investigations. 

'When a public distribution of securities is to be made, the markets 
in such securities are also closely watched to make sure that the price 
is not unlawfully raised prior to or during the distribution. During 
the fiscal year, 1,121 registered offerings, with a total offering price 
of $16.9 billion, and 462 offerings exempt from registration under Sec
tion 3(b) of the Securities Act, with a total offering price of $89 mil
lion, were so observed. In addition, 232 other offerings, such as sec
ondary distributions and distributions of securities under various 
plans filed by the exchanges, with a total offering price of $1,284 mil
lion were also kept under surveillance . 

. Siabilization 

Stabilization involves open-market purchases of securities to pre
vent or retard a decline in the market price in order to. facilitate a 
distribution. It is permitted by'the Exchange Act subject to the re
strictions provided by the Commission's Rules 10b-G, 7 and 8. These 
rules are designed to confine stabilizing activity to that necessary for 
the above purpose, to require proper disclosure and to prevent 'un
lawful manipulation. 

During fiscal year 1964 stabilizing was effected in connection with 
stock offerings totaling 38,358,692 shares having an aggregate public 
offering price of $1,397,159,991 and bond offerings having a total 
offering price of $235,4;34,000. In these offerings, stabilizing trans
actions resulted in the purchase of 788,712 shares at a cost of $27,972,-
490 and bonds at a cost of $2,837,165. In connection with these 
stabilizing transactions, 6,483 stabilizing reports, showing purchases 
and sales of securities effected by persons conducting the distribution. 
were received and examined ~uring the fiscal year. 

INSIDERS' SECURITY HOLDINGS AND TRANSACTIONS 

Section 16 (a) of the Securities Exchange Act is designed to prevent 
the unfair use of .information by directors, offic~rs and principal stock
holders by giving publicity to their security holdings and transactions 
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and by removing,the profit incentive in.short-term trading by them in 
securities of their company. Such persons by virtue of their position 
may have knowledge of the company's condition and prospects which 
is unavailable to the general public and be able to use such information 
to their personal advantage in transactions in the company's securities. 
rrovisions similar to those contained in Section 16 of the Act are also 
contained in Section 17 of the Public Utility Holding Company Act 
of 1V35 and Section 30 of the Investment Company Act of 1V40. 

Ownership Reports 

Section 16 (a), as it read during the fiscal year, required every person 
who was a direct· or indirect beneficial owner of more than 10 percent 
of any class of any equity security (other than an exempted security) 
which was registered on a national securities exchange, or who was a 
director or officer of the issuer of such' securities, to file reports with 
tho Commission and the excliange disclosing his ownership of the 
issuer's equity securities, a~d to keep such information current. 

After the close of the fiscal year, the Securities' Acts Amendments 
of 1V64 expanded the scope of Section 16 so as to apply to insiders con
nected with issuers which are required by Section 12 (g) to register 
securities traded over the counter with the Commission .. 

All ownership reports are available for public inspection as soon 
as they are filed at the C~mmis~ion's office in 'Washington and thos~ 
relating to securities registered on an exchange may also be inspected 
at the exchanges where copies of such reports are filed. In addition, 
for the purpose of making the reported information available to 
interested persons who may not be able to inspect the reports in person, 
the Commission summarizes such information in a monthly "Official 
Summary of Security Transacti~ns and Holdings," which is' dis
tributed by the Gov:ernment'Printing Office on a subscription basis. 

During the fiscal year, the number of ownership reports filed with 
the Commission reitched an all-time high of 44,631 (6,573 initial state
ments of beneficial ownership on Form 3 and 38,058 statements of 
changes in beneficial ownership on Form 4). This represents an in
crease of 2,V24 over the 41,807 reports filed during the 1963 fiscal year. 

Recovery of Short-Swing Trading' Profits by Issuer 

.. In order to prevent insiders from making unfair use of information 
which may have been obtained by reason of their relationship with a 
company, Section 16(b) of the Securities Exchange Act, Section 17 (b) 
of the Public Utility Holding Company Act, and Section 30(f) of the 
Investment Company Act provide for the recovery by or on behalf of 
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the issuer of any profit realized by insiders from certain purchases 
and sales, or' sales and purchases, of securities of the company within 
any period of less than 6 months. The Commission has certain ex
emptive powers with respect to transactions not comprehended within 
the purpose of these provisions, but is not charged with the enforce-
ment of the civil remedies created thereby. . 

REGULATION OF PROXIES 

Scope of Proxy Regulation 

Under Section 14(a) of the Securities Exchange Act, Section 12(e) 
of the Public Utility Holding Company Act of 1935, and Section 20(a) 
of the Investment Company Act of 1940, the Commissi'on has adopted 
Regulation 14 requiring the, disclosure ,in'. a proxy statement of perti: 
nent information in connection with the solicitation of proxies by com
panies subject to those stattit~s in order tluit shareholders will be able 
to make decisions intelligently' in regard to corporate affairs. The 
regulation provides, among other thing~, that when the management 
is soliGiting proxies, any· security 119lder, qesiring to communicate, with 
Qther. !':1ecurity holders for a proper purpos,e may require the manage
ment to furnish hiin with a listo£ alI'se,curity holders or to mail his 
communicat~on to security holders for him. A security holder may 
also, subject to reasonable prescribe~ li~it~tions,' require the manage
ment to include in its proxy material any' appropriate proposal which' 
such security holder desires to submit to a vote of security holders. 
Any security holder or group of .security holders may at any time 
make an independent proxy solicitation upon complia:nce with the 
proxy rul~s, whether or not the management is making a solicitation. 
Certain additional provisions of the regulation are applicable where 
a contest for control of the management of an issuer 'is involved. 
, Copies of prop9sed proxy material must be fil~d with the Commis

sion in preliminary form prior,to the date ~f the proposed solicitation. 
Where preliminary material fails ~o meet the prescribed disclosure 
standards, the management or otheq~i"Qup, responsible f<?r its prepar~ 
ntion is notified informally and given an opporbmity to correct such 
defects prior to the distribution of the 'proxy material to stockholders. 

The Securities Acts Amendments of 1964 extend the proxy soliCita-' 
tion requirements to those companies required to be registered· under 
Section 12(g) of the Act, and grant authority -to the Commission to 
promulgate rules and regulations requiring an issuer to send infor-' 
mation to security holders even though a proxy solicitation is not 
made, and requiring broker-dealers to transmit proxy material to 
customers. 
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Statistics Relating to Proxy Statements 

During the 1964 fiscal year, 2,530 proxy statements in 'definitive 
form were filed under the Commission's Regulation 14 for the solicita
tion of proxies of security holders; 2,513 of these were filed by manage
ment and 17 by nonmanagement groups or individual stockholders. 
These 2,530 solicitations reb ted to 2,310 companies, some 220 of which ' 
had more than one solicitation during the year, generally for a special 
meeting not involving the election of directors. 

There were 2,274 solicitations of proxies for the election of directors, 
248 for special meetings not involving the election of directors, and 
8 for assents and authorizations for action not involving a meeting of 
security holders or the election of directors: . 
, In addition to the election of directors, the decisions of security 

holders were sought through the solicitation in the 1964 fiscal year 
of their proxies, consents and authorizations with respect to' the fol-
lowing types of matters: ' . 

Mergers, consolidations, acquisitions of businesses, purchases and sales of 
property and dissolutions of companies______________________________ 186 

Authorizations of new or additional securities, modifications of existing 
. securities,' and recapitalization plans (other than mergers, consolida-

tions, etc.) ______________ ' __ , ________________________________ .:.________ 300 

Employee pension and retirement plans (including amendments to exist-
ing plans) ______________ : _________________________________________ ~ 60 

Bonus or Ilrofit-sharing plans and deferred compensation arrangements 
(including amendments to"existing 'plans and arrangemen'ts) __________ 49 

Stock option plans (including amendments to existing plans) ____ "..______ 243 
Stockholder ,approv~l of the selection by management of independent 

auditors ______________ ~____________________________________________ 949 

Miscellaneous amendments to charter and by-laws, and miscellaneous 
other matters (exclu.ding those involved in the preceding matters.) _____ 662 

Stockholders' Proposals 

During the .1964 fiscal year, a total of 211 proposals submitted by 
45 stockholders were included in the proxy statements of 125· com
panies, pursuant to Rule 14a-8 of Regulation 14. 

Typical of such stockholder proposals submitted to a vote of se
curity holders were resolutions relating to amendments to charters 
or by-laws to provide for cumulative voting for the election of direc
tors, limitations on granting stock options and, their exercise by key 
employees 'and management groups, sending a post-meeting report 
to all stockholders, 'changing the place of the annual meeting of stock
holders, and the approval by stockholders ,of management's selection 
of independent auditors. , _ 
, A total of 58 additional proposals submitted by ,40 stockholders 

were omitted from the proxy statements of 36 companies in accord-
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ance 'with Rule 14a-S. The principal reasons for such omissiolis and 
the number of times eachsuc,h reason, was involved (counting only 
one reason for omission for each proposal even though it may have 
been omitted under more than one provision of Rule 14a-S) were 
as follows: 

Reason tor Omission of Proposals 
Number 

Withdrawn by proponenL __________________________________________ ~_ 18 

Not a llroper suuject matter under state law___________________________ 15 
,Related to the ordinary conduct of the company's business ________ -'______ 6 
Concerned a personal grievance against the company____________________ 6 
Not timely submitted ____________________________________ ~____________ 5 

Involved substantially the same matter as one previously proposed______ 2 
Henson for llrollosal deemed misleading_______________________________ 1 
Management had included a similar proposaL_________________________ 1 
Company omitted the proposal and stated that in its opinion the proposal 

was not a proper subject matter____________________________________ 1 
Statement constitilting amendment of management proposaL___________ 1 
Amounted, to solicitation of proxies ________________ '___________________ 1 
Com·erse of management's proposaL ______________ ,____________________ 1 

Ratio of Soliciting to Nonsoliciting Companies 

Of the 2,467 issuers that had securities listed and registered on na
tional securities exchanges as of June 30, 1964, 2,343 had voting se
curities so listed and r~gistered. Of the latter group, 1,987, or 85 
percent, solicited proxies under the Commission's proxy rules during 
the 19M fiscal year for the election of directors. 
Proxy Contests , 

During the 1964 fiscal year, 18 companies were involved in proxy 
contests for the election of directors. A total of 225 persons, both 
management and nonmanagement, filed detailed statements as partici
pants under the requirements of Rule 14a-ll. Proxy statements in 
12 cases involved contests for control of the board of directors and 
th~se in 6 Cases involved contests for representation on the board. 

Management retained control in 7 of the 12 contests for control 
of the board of directors and lost control in 1 contest, and 4 contests 
wer~ still pending as of June 30,1964. Of the 6 instances where rep
resentation on the board of directors was involved; management 're
tained all seats in 5 instances, and in the remaining case the opposition 
won 1 place on the board. 

INVESTIGATIONS WITH RESPECT TO REPORTING PROVISIONS 

Section 21(a) of the Act authorizes the Commission to make such 
investigations as it deems necessary to determine -\vhether any person 
has violated or is about to violate any provision 'of the Act or any 
rule or regulation thereunder. The Commission is authorized, for 
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this purpose, to administer oaths, subpoena witnesses, compel their 
attendance, take evidence and require the production of records. In 
addition to the investigations undertaken in enforcing the anti-fraud, 
broker-dealer registration, and other regulatory provisions of tlH~ Act, 
which are discussed in Part XI of this Report under "Complaints 
and Investigations," the following investigations were undertaken 
in enforcing the reporting provisions of Sections 12, 13, 14 and 15 ( d) 
of the Act and the rules thereunder, particularly those provisions 
relating to the filing of annual and other periodic reports and proxy 
material: 

Investigations pending at beginning of the fiscal year____________ 27 
Investigations initiated during the fiscal year ______________ '______ 8 

35 
Investigations closed during the fiscal year _______________________ -:____ 10 

Investigations pending at close of the fiscal year _______________________ , 25 

REGULATION OF BROKER-DEALERS AND OVER-THE-COUNTER 
MARKETS 

Registration 

Section 15 (a) of the Securities Exchange Act of 1934 requires the 
registration of all brokers and dealers who use the mails Or instru7 
mentalities of interstate commerce to effect or induce transactions in 
secmities in the over-the-counter market. Brokers and dealers con
ducting an exclusively intrastate business or dealing only in exempted 
securities, commercial paper, commercial bills or bankers' acceptances 
are exempt from registration. The 1964 Amendments added a Section 
15(a) (2) which permits the Commission to exempt broker-dealers or 
classes of broker-dealers, either unconditionally or upon specified terms 
or conditions, from the requirement of registration. 

The following tabulation reflects certain data with respect to regis
trations of brokers and dealers during the fiscal year ended June 30, 
1964:. 

Effective registrations at close of preceding fiscal year __________________ 5,482 
Apillications ppnding at close of preceding fiscal year___________________ GO 
Applications filed during fiscal year___________________________________ 442 
Apillications denied__________________________________________________ 6 
Applications withdrawn______________________________________________ 10 
Registrations withdrawn ____________ ..: ________________ ·________________ 914 
Registrations cancelled ___________ ~ _____________________________ ~_____ 62 
Registrations revoked________________________________________________ 78 
Registrations suspended______________________________________________ 2 
Effective registrations at close of year ________________________________ 4,871 

Applications pending at close of year__________________________________ 35 
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Administrative Proceedings 

Sections 15(b) and 15,A) of the Exchange Act were amended in 
several significant respects by' the Securities Acts Amendments of 
1964. Whereas under prior law the Commission coulU not proceed 
directly against an individual associated with a broker-dealer firm, 
but could take disciplinary action solely by proceeding against the 
firm, the Act, as amended, permits such direct action. The Commis
sion may censui'e an associated person, may suspend or bar' him from 
b,eing associated with a broker 'or dealer, and may suspend or bar 
him from being associated with a member of a registered securities, 
association. The sanctions which may be imposed against a broker
dealer now include censure and suspension of registration (.for up to 
12 months), in addition to the previously available sanctions of denial 
or revocation of registration and expulsion or suspension from a regis
tered securities association or natiorla:l securities exchange. 

A sanction may be imposed, upon a broker-dealer under Section 
15 (b) if, after notice and' opportunity for hearing, the Commission 
finds that such sanction is in the public interest and that the broker
dealer, or any person associated with such broker-dealer, is subject to 
one or more of the specified statutory disqualifications. A direct 
sanction against an associated person may be imposed where the 
Commission finds that it is in the public interest and that such person 
has committed or omitted any act or omission which would be a basis 
for the'imposition of a sanction if such person were a broker-dealer. 
The statutory disquali,fications, which have been enlarged by the 1964 
Amendments, include the following: 

(1) ,,;ilfully false or misleading statements in an application for 
registration or other report required to be filed under the Exchange 
Act; , 

(2) conviction within the previous 10 years of a felony or'mis
demeanor which involved the purchase or sale of securities; arose out 
of the conduct of business as a broker-dealer or' investment adviser; 
involved embezzlement, fraudulent conversion, or misappropriation 
of funds or securities; or involved violation of the provisions of the 
United States Code dealing with various frauds and swindles com
mitted by use of the mails, telephone, telegraph, radio or television; 
, (3)' injunction by a court of competent jurisdi'ction against en
gaging in certain practices related to the securities business; 

(4-) wilful violation of any provision of the Securities Act of 
1933, the Exchange Act, the Investment Advisers Act of 1940 or the 
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Investment Company Act of 1940,or any of the Commission's rules 
or regulations thereunder; 

(5) wilfully aiding or abetting another person in a :violation of 
the Fedentl securities laws or rules and regulations thereunder or 
failing reasonably to supervise other persons who commit such 
violations; and ' 

(6) employing a person barred or, suspended from 'being 'asso-
ciated with a broker-dealer. ' 

Section 15A of the Exchange Act as amended empowers the Com
mission to suspend or expel a broker-dealer from membership in a 
registered securities association or to suspend or bar any person from 
being associated with a niember, upon a fi.l,1din'g' of violation ot the 
Federal securities laws or any rule or regulation thereunder. The 
National Association,·of Securities, Dealers; Inc .. ("NASD") is the 
only such association. Section 19 (a) (3) of the Act gives the Com
mission pm,-er to' take similar actioll' against members of national 
securities exchanges. , 

Set forth, below are statistics witlI respect to, broker.-dealer pro
ceedings instituted by the Commission ,during fiscal year 1964 : 
Proceedings p'ending at beginning of fiscal year: 

Revoc'ation proceedings___________________________________________ 41 
Revocation proceedings also raising issue of suspension or expulsion 

from- N ASD or exchange _______________________________ :._______ 87 

Denial proce~dings--------------,-..:--------------------------__ -;-__ 11 

Total proceedings pending at beginning of fiscal year______________ 130 

Proceedings instituted during fiscal year: 
Revocation proceedings_.:. ________________________ '-________________ 48 

Revocation proceedings also raising issue of suspension or expulsion 
from NASD or exchange________________________________________ 66 

Denial proceedi'ngs ____ ..,__________________________________________ 5 

Total proceedings instltuted __________________ '"__________________ 119 

Total proceedings current during fiscal year _____________ ..:________ 2~8 

Disposition of proceedings: 
Revocation Proceedings,: , 

Registration rev:oked_____________________________________________ 35 
Registration canceled ______________________________________ ~______ 1 

Dismissed on withdrawal of registration___________________________ 22 
Proceedings dismissed and registration continued in effecL_________ 2 

Total ----------------------___________________________________ 60 

i57-!lO:l-6;;-- II 
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Revocation' proceedings also raising ,issue of ,suspension or expulsion 
from NASD or exchange: 

· Registration reyoked ______________________ -: _________________ ._____ 31 

· Regi8tra tion revol.ed and firm expelled from N ASD _________________ -: 12 
Suspeuded for a period of time from NASD________________________ 5 

· Dismissed on withdrawal of registration___________________________ , 16 
Registration cauceled ________ .:. ___________ :..________________________ 3 

. Proceedings dismissed and registration continued in effect___________ 4 

Total ____________ ~ __ ~_________________________________________ 71 

Denial Proceedings: 
Registra tion denied______________________________________________ 6 
Dislllissed on withdrawal of ap[1lication____________________________ 1 
Proceedings dismissed and registration permitted to become effec~i ve__ 1 

Total _________________________________________________________ ,8 

Total proceedings disposed of___________________________________ i39 
---

Proceedings pending at end of fiscal year: 
Reyocation proceedings_.:_________________________________________ 29 
Reyocation proceedings also raising issue of suspension or expulsion 

from N ASD or exchange________________________________________ 82 
Denial proceedings __ ~____________________________________________ 8 

Total proceedings pending at end of fiscal year ______ ,-_________ ·____ 119 

Total proceedings ac~ounted for _________________________________ 2;)8 

Decisions of Particular Interest 

It is not feasible to summarize.in this Report each of the many 
decisions rendered by the Commission in administrative proceedings 
with respect to brokers and dealers. However, several cases of un
usual interest or significance; including some which involved pro
cedural questions, are set forth in some detail in tlu~ following para-
graphs: , 

On the basis of findings that they willfully violated the registration 
and anti-fraud provisions of the .securities acts, the Commission re
voked the broker-dealer registrations of Gearlwrt &\ Otis, Inc. and 
McCoy ill TVillard, expelled the former firm frOlll membership in the 
National Association of Securities Dealers, Inc., and found the prin
,cipals of each firm causes of the action taken against their respective 
firms.3 The' Commission ,found that theresJ?ondents participated 
in the distribution of a control block of stock of Air America, Inc., 
which was not registered, that both firms were underwriters, and that 

• Securities Exchange Act Release No. 7329 (June 2, 1964). 
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.their·sales were therefore not·exempt from regIstration. The Com
mission further'found that in the offer and sale of Air America equip
ment trust certificates through Gearhart & Otis as underwriter, an 
offering circular was m:ed which was misleading in that, among other 
things', it failed to disclose the company's precarious financial con

·dition. In holding that Gearhart: & Otis and it3 principals willfully 
violated the anti-fraud provisions in this connection, the Commission 
noted that Gearhart was intimately familiar with all significant de
velopments relating to Air America, that Otis was familiar with cer
tain facts not properly disclosed in the offering circular, and that in 

cuny event the firm, as underwriter, and its principals owed a duty to 
the i.nvesting public to exercise reasonable care to assure the substantial 

. accuracy of the offering circular. 'William D .. McCoy, who was presi
· dent of Air America as well as a partner of McCoy & 'Willard, and who 
·played a leading role in the preparation of the offering circular, was 
.also held to have wilfully violated the anti-fraud provisions. 

Among additional violations found with respect to Gearhart & Otis 
.and its principals was a willful violation by Gearhart of Section 7 of 
the Securities Act (which specifies the information to be included ill .. 
· a Securities Act registration statement r in causing National Lithium 
• Corporation to file a misleading and inadequate registration statement. 
'The Commission noted that Gearhart, who signed the registration 
statement as a director and as attorney-in-fact for other directors, was 
Iprimarily responsible for the terms of the cor..tract leading to the 

. ,creation of the company and was more familiar than anyone else with 
· the facts relating to its promotion and preliminary financing. It held 
that as a director, and within the areas of his special knowledge, he 
was accountable for the deficiencies in the registration statement; and 
,that as to those areas in which he did not have special knowledge, and 
·where statements by an expert were not involved, he had a duty to make 
,a reasonable investigation regarding the accuracy and adequacy of the 
.information contained in the registration statement. 

In J. A. Winston & 00., Inc.,' the Commission revoked the registra
·tion of the 'Winston firm and found its principal officials causes of the 
revocation, on the basis of findings that the respondents wilfully vio
hted the anti-fraud provisions of the securities acts. The Commission 
found that in the sale of stock of Gob Shops of Ame.rica, Inc., respond
ents. engaged in high-pressure sales tactics including the making of 
.optimistic and flam~oyant statements with respect to, among other 
things, the financial condition and future prospects of the issuer, which 
statements had no reasonnble basis in fact. Respondents argued that 

• Securities Exchange Act Release No. 7337 (June 8, 1964). 
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any misrepresentations were made in good faith in reasonable reliance 
on information supplied to them by the issuer's officials. TheCom~ 

mission noted, however, that respondents did not see or request any 
current financial statements, and that the information assertedly given 
to them was of a general and unsubstantiated nature and did not pro
vide a reasonable basis for the representations made by respondents. 
The Commission further found that respondents violated the anti
fraud provisions by selling securities at prices not reasonably related 
to prevailing market prices. It reaffirmed that in the absence of 
countervailing evidence, a dealer's own contemporaneous cost is the 
best evidence of current market price, and noted the fact that the regis
trant purchased securities from other dealers at prices around such 
other dealers' bid in the "sheets," thus demonstrating that the high 
asked quotations were not, as claimed, reliable evidence of prevailing 
market prices. 

In R. J. Haye8 &: Oompany, Incorporated,5the Commission denied 
the application for registrntion of a broker-dealer, whose president, 
Ralph J. Hayes, had ,vilfully violated the anti-fraud and registration 
provisions of the securities acts while employed as a salesman by 
another broker-dealer. His employer was the underwriter of a "hot 
issue" and Hayes, contrary to his employer's instructions not to pur
chase shares for his own account, opened' fictitious accounts with the 
employer and with other firms and purchased and resold at a profit, 
shares of the "hot issue." The Commission found that his conduct 
constitutecl a fraud 'on his employer and the other firms. 

In 1962, the Commission had issued an order suspending Amo8 
T1'eat &: 00., Inc., from membership in the National Association of 
Securities Dealers, Inc., for 12 months, pursuant to an offer of settle
ment.During the 1964 fis'cal year, the Commission issued its findings 
and opinion in the case.6 It found that in the sale of securities of 
three different issuers, the firm's salesmen made variou~ misrepre
sentations. 'Vith· respect toone offering, as to which the registrant 
was managing underwriter, the Commission held that since the firm 
and its officers had actual knowledge that the issuer's financial condi
tion, as reflected in the registration statement, was deteriorating, they 
should have exercised due diligence to ascertain current financial infor
mation, required its inclusion in the registration statement, and dis
Closed such information to the persons to whom they recommended 
the stock and made o'ptimistic representations. The Commission 
again emphasized the responsibility of an underwriter to make a rea~ 
sonable investigation -into the issuer's business and the accuracy and 

• Securities Exchange Act ReleaRe No. 7102 (Jnly 18, 1963)': 
• Securities Exchange Act Release No. 7341 (June 11,1964), 
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adequacy of the information contained in the registration statement. 
In A. T. Brod & Oompany,7 the Commission, pursuant to an offer 

of settlement submitted by the registrant and Albert T. Brod, a gen
eral partner, and a stipulation and consent submitted by Martin Lesser, 
a former partner who was in charge of the firm's Washington, D.C. 
office, found that the respondents wilfully violated the registration. 
and anti-fraud provisions of the securities acts in connection with the 
-offer and sale of unregistered shares of stock of Agricultural Research 
Development, Inc. (AGR). Among other things, Lesser arranged 
with a controlling person of AGR to place substantial amounts of 
AGR stock in an account with registrant and to sell substantial 
amounts to Lesser, for the purpose of distributing and trading in such 
stock. During the. distribution, registrant purchased shares and 
placed quotations in the "sheets" at increasing prices and engaged in 
a telephone campaign to sell AGR· stock. Respondents were also 
found to have wilfully violated the record-keeping and credit exten
'sion provisions under the Securities Exchange Act. In imposing a 
40-day suspension from- membership in the National Association of 
Securities Dealers, Inc., on registrant, as contemplated by the offer of 
settlement, rather than a more severe sanction, the Commission consid
ered a number of mitigating factors cited by the firm and Brod. _ 
Among other things, they asserted that Lesser initially acted with 
respect to the AGR stock without Brod's knowledge, and disobeyed 
subsequent instructions to discontinue transactions in such stock; that 
l'egistrant had discontinued its relationship with Lesser, closed the 
Washington office, and arranged for restitution to customers who had 
purchased AGR stock; and that steps giving reasonable assurance of 
future compliance had been taken. . -

In Aircraft Dynamics International Oorp.,s the Commission found 
that a broker-dealer firm, while acting as underwriter for a stock offer
ing pursuant to Regulation A, committed various wilful violations of 
t.he securities acts, and it revoked the firm's'registration and ef'pelled 
it from membership in the National Association of Securities Dealers; 
Inc .. In the course of the offering, the firm's salesmen made various 
misrepresentations and. employed other "boiler-room" teclmiques. 
The Commission held, among. other thing:;, that the' firm's president 
and sole stockholder was responsible for the management of the busi
ness even if, as asserted, he did not take an active part in it. It fur
ther held that the sales manager was a participant in the violations, 

. even if he himself did not offer or'sell any of the stock, since by virtue 
·of his position he assumed responsibility fqr the supervision of the 

'Securities Exchange Act Relea~e No. 7139 (September 11.1963). 
• Securities Exchange Act Release No.-7113 (August 8,1963). 
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salesmen, and the misrepresentations resulted from his failure· to' 
exercise that responsibility. 

In Fred L .. Carvalho, doing business as Capital Inve8tment Com~ 
pany,9 a salesman and public relations consultant for the registrant 
prepared a brochure used in the sale of securities, which, among other 

.things, contained false and misleading projections of sales and eam~ . 
ings of the issuer and of the market price of the securities. The Com
mission rejected the salesman's defense that the financial data regard
ing the issuer had been supplied by the registrant, stating that "in the 
light of his own unsuccessful attempts to obtain current information 
directly from [the issuer] and his lack of knowledge of the company's' 
status and affairs, his employment of data deliberately chosen from 
various sources to present a misleading and deceptive' sales appeal 
having no basis in fact was clearly fraudulent." The Commission' 
I\,lso rejected the salesman's claim that he was not'ncting in the capac
ity of an employee when performing public-relations functions and: 
that therefore no findings could be made against him. It noted that 
he was actively involved in the mailing of the brochure, was paid a 
weekly salary although he did not engage in sales during the period: 
in question, and had no other place of business, and concluded that he 
was in fact an employee. The Commission revoked registrant's 
broker-dealer registration and found the· salesman a cause of the 
revocation. 

In Shiel8 Securitie8, Inc.,~o the registrant and certain associated 
persolls artificially inflated the price of securities by manipulative 
practices. Among other things, the registrant's president and con
trolling stockholder, who was also president and controlling stock
holder of the issuer, caused the latter to declare a dividend during 
an' offering of its -securities through registrant as underwriter even 
though it had inadequate earned surplus; and following the comple
tion of the offering, the registrant, which was'the only dealer actively 
trading in the issuer's securities, purchased securities at prices which 
it arbitrarily fixed at successively higher levels. In addition, reg
istrant further wilfully violated the anti-fraud provisions of the 
securities acts by selling the securities to customers at successfully 
higher prices without disclosing that the price had been artificially 
raised, and at excessive mark-ups, and by making materially' false
and misleading statements in connection with the offer and sale of 
the securities. The Commission concluded that it was in t.he public 
interest to revoke registrant's registration. . 

• Securities Exchange Act Release No. 7129 (August 29,1963). 
10 Securities Exchange Act Releas~ No. 7339 (June 11,19.64). 
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.'. Advanced Research Associates, [nc. ll was a consolidated proceed
ing consisting of stop order and' Regulation A suspension proceedings 
under' the Securities Act of 11)33,12 and ·broker-dealer· proceedings 
with respect to four broker-dealers. Two of these, The .First 'Vash
ington Corporation and "Tilliams, 'Widmayer Incorporated, had been 
organized by Don F. Widmayer and Richard N. Williams. The' 
Commission found that First Washington, Widmayer and Williams,. 
among others, wilfully violated the registration provisions'of the Se
curities Act in the sale of a large quantity of securities issued by Poly
tronic Research, Incorporated. Certain claimed exemptions, includ
ing those provided by Regulation A, the so-called "private offering'" 
exemption, and the exemption provided by Rule 133 under the Se
curities Act, were held not to be available. The Commission further 
found that First 'Washington, aided and abetted by 'Vidmayer and 
'Williams, mani pula ted the market· in Polytronic stock, by engaging 
in activities which inflated and maintained the market price of the 
stock at artificially high levels, failed to disclose such fact.s to pur
chasers and bid for and purchased Polytronic stock while engaged 
in a distribution of such stock; and that Widmayer and'Williamswere 
responsible for fraudulent statements in brochures regarding Poly
tronic which were distributed to First 'Washington's customers and 
for fraudulent representations by salesmen of that firm, and caused 
Advanced Research to file a false and misleading registration state
ment. The Commission revoked the registrations of the two firms. 
and found 'Vidmayer and 'Williams each a cause of such action. 

"The Commission addressed itself to the problem of unwarranted 
delay in the disposition of administrative proceedings in H er'bert 
Rapp, doing business as lVebster Securitie8 OO1npanyY· _ In tl,\at case, 
where it was alleged that registrant had failed to file required financial' 
reports and was subject to two injunctions, when the.hearing examiner 
arrived in New York City from 'Vashing~on to convene the hearings 
as scheduled, counsel for the registrant advised him that he had just 
been retained solely to request an adjournment, but· that he expected 
to represent registrant. The examiner granted a 10-day ~djourn
ment. Ten days later ~le again traveled to New York to reopen the 
hearings. At the reconvened hearings, both registrant and his coun
sel were present, but counsel requested a further adjournment, stating 
that registrant, because he had been ill with "flu", had been unable to 
reach counsel until that day. The hearing examiner granted a 2-. 
hour adjournment, and denied requests for a . further adjournment. ' 

11 Securities Exchange Act Release No. 7117,(Angust 16.1963). ' , 
12 The stop order proceedings are discussed at page 33. 8upra. 
,. Securities Exchange Act Release No. 7243 (Fehruary 14. 1964). 
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The Commission upheld his denial and his refusal to reopen the hear
ings for the presentation of evidence in defense and mitigation. N ot~ 
ing its continuing concern with the problem of delay in the disposition 
of administrative proceedings, the Commission stated that "Repeated 
adjournments granted pursuant to belated requests by neglectful 
parties not only cause undue interference with the hearing examiner's / 
responsibilities and frustrate our efforts to avoid excessive delays, but 
unfairly deprive parties in other proceedings of an expeditious 
hearing." . 
. 1n J. H. Goddard &1 Co., Inc.,14 the Commission denied a motion 
to dismiss the proceedings and to dismiss allegations of· violations of 
Rule lOb-6 under the Exchange Act. With respect to· the. motion to 
dismiss the proceedings, the Commission rejected the chim that the 
institution of public rather than private proceedings denied movants 
due process. It stated that under the Exchange Act, the determil1a
tion whether a proceeding shall be public or private rests in the discre
tion of the Commission, and it noted that in these proceedings there 
was a substantial public interest in the subject matter or the hearings; 
that certain allegations were already a matter of public recordl ; and 
that public proceedings not only apprise investors or possible causes 
of action against broker':dealers prior to the running of the statute or 
limitations, but also enable them to institute such actions promptly 
before witnesses become unavailable. 'With respect to the second part 
of the motion, the Commission rejected the claims that Rule 10b-6 
was so vague as to be violative of the due'process clause, and that in-

. terpretation or revision of the rule in these proceedings would COil

travene the Administrative Procedure Act. 
The principal question presented. in SiltTonics, Inc. 15 was' the ad

missibility in evidence against certain broker-dealer 'respondents of 
the record or prior consolidated proceedings to which they were parties 
and which had' been termirlUted as to them without prejudice to the 
institution of new proceedings. In the prior proceedings, these re
spondents had chiimed that under Amos Treat & CO. V. S.E.C.16 ter
mination was required because of participation in· the. proceedings by 
a Commissioner wllo had served as director of an operating division 
during its investigation of a stock offering. by Siltronics, Inc. Al
though respectfully disagreeing with that decision·, the Commission 
had terminated the proceedings. 'Fhereafter, without the participa-' 

·tion of the Commissioner in question', the Commission had instituted 
new proceedings based on the same and other charges, and had con-' 

1& SecurIties Exchange Act Release No. 7321 (May 22, 1964). 
1Il SecurIties Exchange Act Release No. 7150 (September 30; 1963). 
'" 306 F 2d 260 (C.A.D.C., 1962). . 
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solidated them with the prior proceedings against those respondents 
who had not requested termination. 

The Commission held the prior record admissible, rejecting the con
tentions that, under the Treat case, a special "taint" attached to that 
record and that certain evidentiary requirements were not met. The 
Commission noted that no action by it had affected the evidentiary 
record. As to .the second argument, the Commission pointed out that 
'the rules of evidence in jury trials have no strict application to admin
istrative proceedings; that there had been full opportunit.y for cross
'examination as to those charges made in both proceedings, arid that as 
.to ,new charges, the staff's proposal to recall necessary ,titnesses at 
Government expense would fulfill the requirement for such oppor
tunity; and that it was not a material objection to admissibility of the 
prior record that the witnesses might be available. 

The Commission also denied motions by certain of the respondents 
to dismiss or to sever the new proceedings, based on the assertion that 
improper ex parte communications may have taken place' between the 
'Commission and the staff in connection with the termination of the' 
prior proceedings and institution of the new proceedings, with respect 
to the inclusion of additional charges, the consolidation of the new 
proceedings with the un terminated proceedings and the offer in evi
dence of the record of the prior proceedings. The Commission pointed 
out that following termination, when it 'considered the institution of 
new proceedings and consolidation, it was no longer acting in an ad
judicatory capacity with respect to the respondents as to whom the 
proceedings had been terminated, and the separation-of-functions re
quirements of the Administrative Procedure Act were therefore not 
'applicable. 

Suspension of Registration 

Section 15(b) of the Securities Exchange Act authoriz~s the Com
mission to suspend a broker-dealer's registration pending final deter
mination as to whether registration should be revoked. In order to 
suspend registration, the Commission must find, after notice and 
opportunity for hearing, that suspension is necessary or appropriate 
.in the public interest or for t,he protection of investors. The registra
tions of two broker~dealers were suspended during the past fiscal year 
on the basis of such findings.17 The entry of a suspension_order is of 
course not determinative of the ultimate issue whether registratiorl 
should be revoked. 

17 Financial Ooun8ellor8, 1no" SecuritIes Exchange Act Release No. 7296 (April 22, 
1964) anll Albion Securitle8 Oompanll, Inc., Securities Exchange Act Release No. 72119 
(March 4, 1964). 
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Net Capital Rule 

The basic purpose of Rule 15c3-1, promulgated by the CommissIon 
under Section 15 ( c) (3) of, the Exchange Act, is to safeguard funds 
and securities of customers dealing ,vith' registered broker-dealers. 
This rule, commoIlly known as the net capital rule, limits the amount 
of indebtedness which may be incurred by a broker-dealer in relation 
to its capital. It provides that the "aggregate indebtedness" of a 
broker-dealer may not exceed 20 times the amount of its "net. capital" 
as computed under the rule. 

If it appears from an exarrii~ation of the reports filed by a registered 
broker-dealer with the Commission, or through inspection of its books 

.and records, that the ratio is exceeded, the Commission normally 
notifies the broker-dealer of the deficiency and affords an opportunity 
for compliance. Unless the capital situation is promptly remedied, 
injunctive action may be taken by the Commission and in addition 
proceedings may be instituted to revoke thebroker-dealer's registra
tion. During the past fiscal year, violations of the net capital rule 
were charged in 10 injunctive actions and in 24 revocation proceedings 
instituted against broker-dealers. 

Registered broker-dealers ~ho participate in "firm commitment" 
underwritings must have sufficient capital to permit the participation 
provided by the underwriting contract without impairing the capital

',debt ratio prescribed, by the rule. For. the protection Qf issuers and 
customers of the broker-dealer, the Commission's staff carefully ana
.lyzes the latest available information on the capital position of the par
ticipants to determine whether they will be in compliance with the rule 
upon assumption of the new obligations involved in the underwritings. 
Acceleration of the effective date of registration statements filed under 
the Securities Act will be denied ,,,here underwriting commitments 
may engender violations of the net capital rule by any participating 
·undenvriter .. A participant found to be imidequately capitalized to 
take down his commitment is notified and given an opportunity to ad'
just his financial position to meet the requirements of the rule without 
reducing his commitments. If he is unable to meet such requirements, 
'he 'must decrease his "firm commitment" until compliance with the rule 
is reached. If necessary he may have to withdraw from the under-

'writing or partici pate on a "best efforts" basis only: ' 
As a result of recommendations of the Special Study of Securities 

Markets, the Commission is presently in the process of formulating 
a proposed rule which would establish minimum net capital require
ments for broker-dealers. 
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-Financial Statements 

Rule 11a-5 under Section 1i (a) of the Exchange Act requires reg
istered broker-dealers to file annual reports of financial condition with 
the ,Commission. Such reports must be certified by it certified public 
accountant or public accountant who is in' fact :,independent, with 
<lertain specified limited exemptions applicable to situations where 
<lertification does not appear necessary for customer protection. Un
der certain circumstances member firms of national securities exchanges 

.are exempt from, the necessity of certification and an exemption is 
available for·a broker-dealer who, since his previous report, has limited 
his securities business to solicit.ing subscriptions as an agent for issuers, 
has transmitted funds and securities promptly, and has not otherwise 
held funds or securities for or owed monies or securities to ~ustomers . 

. Also exempt is a. broker or dealer who, from the date of his last report, 
has confined his bUf?iness to bl.lying. and selling evidences of indebted
ness secured by liens on real estate and has carried no margin accounts, 
credit balances or securities for any customers. 

After his registration, a broker-dealer's first financial report must 
reflect his condition as of a date between the end of the 1st and 5th 
months after the effective date of the registration. All reports must 
be filed within 45 days after the date as of which the report speaks. 

Through these report.s the Commission and the public may evaluate 
the financial position and responsibility of broker-dealers. The finan
cial report is one means -by which the staff of- the Commission deter
mines whether the registrant is in compliance with the net capital rule. 
Failure to file the required reports may result in the institution of 
revocation proceedings: However, it is the policy of the Commission 
first to advise the broker-dealer of his obligations l!nder the rule and 
to give him an opportunity to file the report. 

During the fiscal year 4,503 reports of financial cOl1cli,tion were filed 
-with the Commission compared to-the 1063 fotal of 5,197.' -

Broker-Dealer Inspections 

Section 17 (a) of the Exchange Ad provides for regular and periodic 
inspections of ,registered broker-dealers. During the fiscal year the 
number of such inspections totaled 1,422. The inspection device is a 
most useful instrument in protecting investors and detecting viola
tions of the Federal securities laws. The inspection, among other 
things, determines a broker-dealer's financial condition, reviews his 
_pricing practices, evaluates the safeguards employed in handling 
·customers' funds and securities, and determines whethe~.adequate and 
.accurate disclosures are made to customers. 
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The Commission's inspectors also determine whether brokers and 
dealers are keeping books and records as required by the Exchange 
Act and the Commission's rules thereunder:and are conforming to the 
margin and other requirements of Regulation T of'the Federal Reserve 
Board. Inspectors also look' for excessive trading or Iswitching in 
customers' accounts.' Inspectors ,frequently find evidence 'Of the ,sale 
of unregistered securities or of fraudulent 'pl'a'cticessuch as use of 
improper sales literature or sales techniques. 

'When inspections reveal that a broker-dealer is violating the statutes 
or rules, the action taken depends on the type of violation and its effect 
'on' the public. The Commission does not take formal action as a 
result of every infraction discovered. Insp'ections frequently reveal 
inadvertent violations which are discovered before becoming serious 
,and before customers' funds or securities are in danger. ,\Vhen no 
harm has come to the investing public the registrant is generally 
,informed of the violations and advised to correct the improper prac
tices. If the violation appears to be wilful and the public interest is 
best served by formal action against the broker-dealer, the Commis~ 
simI will institute appropriate proceedings. 

The table below,shows the types of infractions uncovered by the 
inspection program during the fiscal year: 

Number 
Type' oJ brQker8 
Financial difficulties ____________________ ~____________________________ 136 
IIypothecation rules__________________________________________________ 38 
Unreasonable prices in securities purchases and sales________________ 62' 
Regulation T of the Federal Reserve Board____________________________ 119, 
"Secret profit" _____________________________________ ~ _______ ~ ______ .___ 13 

Confirmation and bookkeeping rules___________________________________ 850 Other _______________ ~________________________________________________ 424 

Total indicated violations _______________________________________ 1, 642 

The National Association of Securities Dealers, Inc., and the princi
pal stock exchanges also conduct inspections of their members, and 
some states have inspection programs. Each inspecting agency con
ducts inspections in accordance with its own procedures and with par
ticu,Iar r~ference to its own regulations and jurisdiction. Inspections 
by the Commission are primarily concerned with the detection of viola
tions of the Federal securities laws and the Commission's regulations. 
The inspection programs of the seH-regulatory agencies and of the 
'states afford added protection to the public. The Commission and 
certain other inspecting agencies coordina'te their inspections to avoid 

. duplication and to obtain the widest pos'sible coverage of brokers and' 
dealers. Agencies now participating in this coordination program 
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include the.N ew -York Stock Exchange, the American Stock Exchange, 
the Boston Stock Exchange, the Mid west Stock Exchange, the Pl\cific 
Coast Stock Exchange, the Philadelphia-llaltimore-'Vashington Stock 
Exchange, the Pittsburgh Stock Exchange, and the National Associa
tion of Securities Dealers, Inc. It is hoped that even closer cOOl'dina
tion may beco!ne possible in the future as recommende(J by tile Special 
Study of Securities Markets. This coordination,' howe\'er, does 'not 
preclude the Commission from inspecting any broker~dealer that has 
also .been inspected by another agency, and such inspection~ are made 
whenever reason therefor exists. " 

SUPERVISION OF ACTIVITIES OF NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. . , 

'Section 15A of the Securities Exchange Act of ID34 provides for the 
registrntion "'ith the Commission of national secl1l'ities associations 
arId est'abli'shes'standal'ds fOl; such associations. The National Asso
·ciation of Securities I)'ealers, Inc. (NASD) is the only- association 
registered under the Act. ' 

i'he Act contemplates that such associations wil1 ser,e as a medium 
for the cooperath'e self-regulation of over-fhe-counter brokers and 
·dealers. Their rules m~st be designed to protect investors amI the 
public interest, to promote just and equitable 'principles of trade and 
to meet other statutory requirements. They are to opernte under the' 
general supervision of the Commission which is authorized to redew 
disciplinary, actions taken by them and other decisions which alTect 
the membership of members, or of applicants for membership, aIHI to 
consider all changes in their rules. The Securities Acts Amendments 
·of IDG4 significantly changed severnl statutm'y provisions reganling 
registered securities associations. Such associations are now l'eqnil'cu 
to adopt approlH'iate standards regarding the training, experience. 
and other qualifications of members and persons associated with mem
:bers; to have rules designed to produce fair and informat hoe quotat ions 
·of oyer-the-counter securities; and may bring disciplinary action 
·directly against individuals associated with members~ 

In adopting legislation permitting the formation and registration 
of such associations, Congress provided an- incentive to· membership 
by permitting such associations to adopt rules which preclude a mem
ber from dealing. with a nonmember, except on the same terms and con
·ditions as the member_affords the investing public. The NASD has 
adopted such rules. Accordingly, membership is .necessary to the 
profitable participation in underwl'itings and over-the-counter trading -
·since members may properly grant price concessions, discounts and 
:similar allowances only to other m~mbers. L9SS or denial of member-
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ship due to expulsion or suspension or other ineligibility due to a 
statutory disqualification, or to failure to meet standards of qualifica
tion established in N ASD rules, thus imposes a severe economic 
sanction. 

At the close of the fiscal year NASD membership was 4,158, reflect
ing a net decrease,of 506 members during the year. This decrease was 
the result 'of 270 'admissions' to and 776 terminations of membership. 
During the year the registered representative popUlation, which gen-

'erally includes all partners, officers, traders, salesmen and other per
sons employed by or affiliated with member firms in capacities which 
involve their doing business directly with the public, declined, by 
9,540 to stand at 77,835 at June 30, 1964. This shrinkage was the 
result of 8,175 initial registrations, 10,966 reregistrations and 28,681 
terminations of registrations during the year. 

In addit,ion,' to its review of N ASD rules and disciplinary actions, 
the Comm'ission established during the year a program for periodic 
inspections of the Asso~iation's national and district offices. In fiscal 
1964, the Commission,st.aff conducted, its first. t.wo,district. inspections 
which covered a broad range of subjects including, surveillance and 
enforcement of association rules of conduct, the dissemination of quo
tations for local newspaper publication, and the organization of 
district business conduct committees. 

NASD Disciplinary Actions 

The Commission receives from the NASD copies of its decisions in 
all disciplinary actions against members and registered representa
tives. ' In general, such actions are based on findings that the respond
ents violated specified provisions of' the N ASD's Rules, of Fair 
Practice. Where violations are found the N ASD may impose one or 
more sanctions upon a member, including expulsion, suspension, fine 
or censure. If an individual who is not a member is involved, his reg
istration as a representative may be suspended 01' revoked, he may be 
suspended or' barred from being associated with all members, and he 
may be fined or censured. Under Section 15A(b) (4) of the Exchange 
Act and the NASD's by-laws, no broker-dealer may be admitted to or 
continued in NASD membership without Commission approval, if he 
has been suspended or expelled from NASD membership; has been 
found to be a cause of certain sanctions imposed'on a member; is sub
ject to certain sanctions imposed by the Commission or a national se
curities exchange; 'or permits a persoil. to associate'wit.h him who is 

'subject. to one of the above disqualifications,' whose registrat.ion is sus-, 
pended or has J:>een revoked, or who is suspended or has been barred' 
from associat.ing with member firms. 
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During the past fiscal year the N ASD reported to the Commission 
its final disposition in disciplinary complaint actions against 405 
member firms and 372 registered represe.ntatives. vVith respect to 73 
members, complaints were dismissed on findings that allegations of 
violations had not been sustained."s In the remaining cases violations 
were found arid some penalties "'~re imposed on 332' members: and 342 
registered representatives or other individuals. 

The maximum penalty of expulsion from membership was imposed 
on 73 different members and 16 members were suspended from mem
bership for periods ranging from 15 days to 2 years. In many of these 
expulsion or suspension cases, substantial fines were also imposed. In 
194 cases the' principal penalties imposed' were fines ranging from 
$25 to $10,000. In 48 other cases the only sanction imposed was cen
sure, although censure was often a secondary penalty imposed where 
a fine was the principal penalty imposed; , 

Various penalties were also imposed on'registered representatives 
found in violation of the N ASD's rules. The registrations of 132 
representatives were revoked and 43 had their registrations suspended 
for periods ranging from 15 days to 2 years. In addition, 13 other 
individuals whose registrations were not revoked were found to have 
been the causes of the expuJsion of 13 m~mber firms and in one instance 
the cause of a I-year suspension of a member. Allegations of viola
tions against 30 representatives were dismissed on findings that no 
violation had occurred. 

Commission Review of NASD Disciplin~ry Actio~, 

Section 15A(g) of the Act, as amended, provides that disciplinary 
actions by the NASD are subject to review by the Commission on its 
own motion or on the timely application of any aggrieved person. 
This Section also provides that the effectiveness of any penalty im
posed by the NASD is automatically stayed pending Commission 
review, unless the Commission 'otherwise orders after notice and op
portunity for hearing. Section J5A(h) of the Act defines, the scope 
of the ,Commission's review. If the Commission finds that the dis
ciplined party engaged in or omitted such acts or practices as were 
found by the NASD, that such acts, practices, or omissions to act are 
in violation of such rules of the association as have been designated in 
tpe determination, and that s~ch' conduct was inconsistent with just 

18 The majority of the cases where allegations against members were dismissed Involved 
misuse' of customers' and/or firm securities or funds by a representative under such cir
cumstances, that the member could not have known of or prevented such Impropriety. 
Association' procedures did not, In this period, permit complaint action directed solely 
against a registered representative but required the naming of the employer-member as a 
respondeut even though it was abunilantly,clear that the member was blameless. " 
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and equitable principles of trade, the Commission must dismiss the 
review pl'Oceedings unless it finds that the penalties imposed are exces-, 
sive or oppressive, having du!? regard to the pu.blic interest,in which 
case it must cancel or reduce such penalties. At the beginning of, the; 
fiscal year, 23 review proceedings ,yere pending before the Commis
sion; during the year 17 additional, petitions for review were filed, 
decisiOlis were issued in 18 cases, three petitions ,yere withdrawn prior; 
to determination, and lV,petitions were pending at the year end. 

In its revie,y'of asso'ciation disciplinary actions, the Commission, 
issued several significant decisions during the year involving applica
tions of the NASD mark-up policy. 

In an important decision reviewing and reappraising the standards 
for determining the fairness unde.r the NASD's,mark-up policy of 
prices chargeq by broker-dealers, ~he Commission sustained the 
NASD's findings that Naftalin d': (JO", Inc. charged unfair pl'ices in 
its sale of stock to Cl1stomers and thus violated the NASD's Rules of 
Fair Practice.19 "While sustaining the NASD findings of violations; 
the Coinmission reduced the, penalty imposed against the firm from 
expulsion to a '20-day suspension from NASD membership. and the 
penalty against George E. Clark, a registered representative, from 
re\'ocation of registration to a 20-day suspension. ,The Commission 
a:iftrmed the N ASD;s censure of the firm and Clark und fines of $4,500, 
and $1,000, respectively, and found NeilT. Naftalin, president of the, 
finn, a cause of 'the firm's suspension. . 

The NASD had found that the Naftalin firm as principal made 85, 
. sales of :bll~OX of :Min~lesota, Inc., stock to customers at prices ranging 
:from 2% to 3%, an'd that,"such prices represented mark-ups of up, to 
28.5 percent over same-day costs'and an average mark-tip over cost on 
all sales of l7.V percent. 'Such prices were'found by the NASD to be: 
in conti-a vent ion Of its Rules of Fuir Practice which' state that a 
member "shall observe high standards of commercial honor und just 
and equitable principles of trade" and require that where a member, 
sells a security for his own accoun~t to his customer the 'price must be 
fair, taking into consideration all relevant circumstances, including 
market conditions, the expense involved, and the fact that the member· 
is entitled to a profit. . 

Respondents contended that there were no violations because the 
firm's retail prices were identical with telephone quotations obtained 
prior to each sale from another dealer who was making a 'market in
the stock. The'Commission found, however, that the other dealer's, 
telephone quotations were regularly subject to negotiation and there-

18 Securities Exchange Act Release No. 7220,(January II), 1964). 
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fore not reliable as a test of prevailing market price and that the firm's' 
actual, contemporaneous costs were-representative, and the best evi-· 
dence, of the actual market in the Durox stock. The Commission 
stated: 

We note that the NASD' mark-up policy expressly states that "[I]n the 
absence of other bona fide eviderice of the prevailing market, a member's own 
contemporaneous cost is the best indication of the prevailing market price." 
The use of contemporaneous cost as an appropriate base upon which to compute, 
mark-ups in retail transactions, "absent countervailing evidence," has frequently 
been recognized in ou,r deci,sions. and has been affirmed by the courts. This rule 
merely reflects a recognition of the fact that the prices paid for a security by a 
dealer in actual transactions closely related in time to his sales are normally 
a highly reliable indication of the prevailing market price. And the rule applies 
whether_ or not a dealer has a position in the security, unless it can be shown that_ 
the dealer's contemporaneous cost is not representative of the market price pre
vailing at the time of his sales. [Footnotes omitted] 

The respondents urged various considerations in mitigation of the 
penalties assessed against them. They asserted, among other things, 
that they acted in good faith, that any violations of the NASD rules 
were unintentional and 'due to· lack of experience, the violations' having 
occurred in the first few months of the firm's existence, and that the· 
deficiencies were promptly corrected when called to their attention and -
did not recur. Respondents further urged that while some sanction 
may have been warranted, the firm was now a thoroughly responsible, 
professional and reputable concern, with qualified and trained person
nel, which was worthy of continuing in the securities'business, and that 
the public interest did not require or warrant expulsion, but at most 
a-silort suspension. Bec~use of the mitigating circumstances, includ
ing the extensive efforts of the firm to remedy its initial shortcomings 
and to develop a qualified organization, equipped with adequate fa
cilities and staffed' by ,veIl-trained or experienced personnel,. the Com
mission concluded that reduced sanctions were appropriate in the 
public interest. ' . , 
: In- another case involving findings by the NASD of excessive mark

ups, the Commission sustained the· NASD's action expelling General 
Investing OorporatiOn fro~ membership and· revoking the registration 
of Ralph De Pasquale, its president, as' a registered representative.20 , 

The NASD found that the firm charged mark-ups ranging' between 
12.5 percent and 37.5 percent in 83 principal sales transactions. 'In 43 
transactions the mark-ups were computed by the NASD on the basis 
of the firm's same~day cost, and in the remaining transactions on' the 
basis of representative asked quotations in' the National Quotation 

:!O Securities Exchange Act Release' No. 7316 (May, 15, 1964). 
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Bureau's daily sheets. The Commission rejected applicants' con
tention that with respect to 73 transactions involving 5 security issues 
the NASD should have computed mark-ups on the basis of the firm's 
own inside offer because the firm was the primary market maker" 
m~intained a l~rge inventory, and domina~d .the. market in these 
securities, and the quotations of other dealers appearing'in the sheets 
were unrealistic because these dealers were primarily interested in 
selling to the firm at its higher bid price. 

While noting the p~oblems pointed out by the Special Study of 
Securities Markets as to, the proper" base for .calculating mark-ups 
~lth respect ~to·.reta~l f?ales,by a sole or d'ominant market-maker, the 
Commission observed .that if,. as applicants 'contended, .the, firm was 
the primar.y. market. maker. and dominat~d ·the .market, to allow the' . 
firm to compute'mark:ups on the basis of its own'inside offer "when 
other firms are offering at wholesale prices lower than the' firm's inside-' 
offer 'would make a sham of the protection intended by the NASD 
proscription that a me.mber shall n'ot charge unfair prices in principal 
transactions with customers." The Commission also noted that the 
evid~nce did. not appear to support applicants' contention that other
dealers were primarily selling to the firm and that, in any event, appli-, 
cants had not;contended that the quotations of other dealers were not .. 
bona fide prices,at which they were willing to trade with ()ther brokers 
and dealers .. Applicants' contentions that their mark-ups were justi
fied in view of the risk assumed in ,maintaining an inventory and the' 
expenses incurred in selling these securties through extensive ,solicita'- " 
tion efforts w,ere'rejected by the Commission, which stated.that'~such 
factors do ·not justify retail prices higher ~han those at which the
same securities are generally available to investors through other deal
ers who operate in the same market." . 

In J. A. Winston & 00., Ino.,21 another mark-up case, the NASD 
found that the firm effected 131 retail sales of Atlas Credit Corporation 
Class A stock and 563 retail sales of Atlas Class B stock at mark-ups. 
over its same-day. cost of purchases from other dealers which averaged' 
26.5 percent and 33.5 p~rcent for each class, respectively. 

Respondents contended,' among other things, that mark-ups in the· 
Class B stock should have been computed on the basis of the firm's 
cost of purchases from retail customers, representing the large major- . 
ity of its purchases, ,rather than on the, lower cost of purchases from 
other dealers, and, as to the Class A stock, that they properly effected 
their retail sales at a price equal to or below the high independen~, 
asked price quoted' in the. "sheets." The Commission noted that the-

III SecuritIes Exchange Act Release No .. 7334 (June 5,1964). 
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Winston firm throughout the period in question had virtually complete 
control over purchase and sale prices, as well as supply and demand, 
of the Class B stock; that itwas buying from other dealers at its own 
bid 'prices which it maintained below its retail purchase prices; and 
that, although it had a short position during ~ost of the period, it was 
in a position to cover that position merely by adjusting its bid or by 
shifting the emphasis on retail solicitation from the sale to the pur
chase side: "Under ,these, circumstances, the Commission concluded 
that "there is little value in basing a determination of unfair pricing 
on a comparison or percentage relationship between resale ' prices and 
cost or any other single factor-; it is more meaningful clearly to examine 
the prices actually charged ,in light'of the surrounding circ,umstances' 
and to determine whether those prices were fair." On the basis of-the 
relevant factors, including the fact that "market" in the context of ~ 
pricing problem generally refers,to:,the inter~dealer, market, and,the 
arbitrary pricing of the Class B stock above, t~le independent marke~ 
for the Class A stock" the Commission sllstained the NAsD's con-
clusion that the prices clulrged were excessi v'e. ' 

With respect to the ,Class A'stock the Coinrriission noted that "the 
great preponderance of ' numerical quotations on the offered side and 
the firm's ability con'sistently"to lnakepurchases ... '. from other 
dealers at prices below the 'quoted asked priCes; make it' clear that the 
quotations were regularly slibJect' to negotiation and therefore not 
reliable' as a test of the' prevailing market price." It concluded that 
under the circumstances the' firm's same-day cost 'in purchases from 
dealers wa~ the be~t evidence 'of the inter-dealer market. In response 
to respondents' co~tention that the spread between' their purchase 
and sale prices was riot iilconsistent with N ASD-sponsored retail 
quotations on other secu~ities published in newspapers, the Commis
sion stated that, "the diffe~enc'e, alone, between the bid and asked 
quotations Call110~ pro'Iierly b~ treated as a'measure o'f what is a fair 
or reasonable mark-up over contemporaneous'cost." , ' , 

The Commission a:is~ fomid that respondents wilfully failed to 
register 141 ,salesmen and "contact men." It sustained the penalties 
imposed by the N A-SD of expulsion of the firm from: membership 
and revocation of the registration of its principals. " " 

In a procee~i~g ,in,'olving'mark-downs, the Coinmission sustained 
action by the NASD imposing a fine of $500 against 'Thill 'Securities 
Oorp. bas~<l,,Qn :i~~ "findings that the firm' purchased' securities fro~ 
customers at tInf~ir pr~ces in violation of the NASD Rules of Fall" 
fu~~~ " ' 

.. Securities Exchange Act Release No, 7342 (June .11,1964),., ' 



84 SECURITIES AND EXCHANGE COMMISSION 

, In it~ ~ecisi<!ri the CDmmissiDn disagreed with the pDsitiDn .of the 
NASD that,the best indicatiDn .of the prevailing market price ~gainst 
which tD measure the prices paid custDmers was the price realized 
by the firm in same-day resales tD .other dealers. Since the securities 
were nDt IDw-price~ Dr speculative in nature, and had a cDmpetitive 
market" and pDssessed a narrDW spread between bids and .offers, the 
CDmmissiDn fDund that cDntempDraneDus bid qUDtatiDns .obtained 
by the fi~ frDm dealers making the market were acceptable evidence 
.of the prevailing market' price. Based .on such CDncurrent bids, the 
mark-dDwns ranged between 5 and 6 percent in eight transactiDns, 
between 4 and 5 percent in five transaCtiDnS, and between 2 and 4 
percent in fDur transactiDns. The CDmmissiDn determined that it 
was "nDt prepared tD dis~gree" with the NASD's cDnclusiQns that "in 
,.our 'experience industry practice dQes not warrant such mark-dQwns 
in the circumstances presented, even with the renditiQn .of extraQrdi-
nary service tQ custQmers." ' 

Commission Review of NASD Action on Membership 

,As previQusly nDted, SectiQn 15A (b) .of the Act and the by -laws 
of the NASD prQvide that, except where the CDmmissiQn finds' it 
apprQpriate in the public interest tQ apprQve .or direct tQ the cQntrary, 
no brDker, or dealer may be' admitted tQ .or continued in membership 
if he, .or any person associated with him, is under any .of the several 
disabilities specified in the statute or 'the by-laws. A CQmmissiQn 
order approving or directing admissiQn tQ .or cQntinuance in associa-. 
dDn membership, notwithstanding a disqualificatiDn under SectiQn 
15A (b) (4) .of the Act, Dr under an effective assDciatiDn rule adDpted 
under that SectiDn 'Dr. Section 15A(b) (3), is generally entered .only 
after the m'atter has been submitted· initially tQ the assDciatiDn by 
the member' Dr applicant for membership. The ~ssociation in its. 
discretiDnmay then file an applicatiDn with the CommissiDn .on behalf 
.of the petitiDner. A. broker-dealer, hDwever, may file an applicatiDn 
direCtly 'with the CDmmissiQn either'with Dr withQut assDciatiDn SPQn
sDrship. : The CDinmissiDn reviews the record and dDcuments filed 
hi support .of the applicatiDn and; where apprDpriate, .obtains addi
tiona] relevant and pertinent evidence. During the year eight such 
petitiDns were filed; five were approved; 28 .one was disapproved as 
discussed belDw; and two were pending at the end .of the year. 
, The'Commission disapprDved a petition by the NASD t,hat a mem

ber' firm be cDntimled in membership with Edgoar R. D'Abre in its 
employ.24 The transactiDns giving rise to D'Abre'R rlisqualificat.iDn 

'" Securities Exchange Act ~elenses K~s, 7168 (November 8. 1!l63) : 7~92 (December 12: 
1963) : 7249 (March 2. 1964": 7265 (March 9, 1964) : and 7297' (April 24, 1964). ' 

•• Securities Exchan!(e Act Release No, 72i3 (January 9,1964), 
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occurred in 1959, when D' Abre opened two accounts in a fictitious 
name and allocated shares of "hot issues" to those accounts, realizing 
profits of $6,000 therefrom over a period of several months. When 
questioned by his then employer, he fabricated a credit report on the 
nonexistent customer but his explanation was unacceptable to the 
firm and he was discharged in August 1959. Following a hearing, 
at which D'Abre presented an elaborate explamition, an NASD Dis
trict Business Conduct Committee concluded that the accounts were 
in fact D'Abre's, characterized his explanation as, "preposterous," 
found that D'Abre had effected transactions in those accounts without 
the consent or knowledge of his employer, and revoked his registration 
as a registered representative. " 

Shortly before the decisio~ was issued, D'Abre had obtained em-' 
ployment as a salesman for another firm; and there'after proceedings 
were instituted before the NASD to determine whether the new em
ployer should be continued in membershipwitl} D'Abre as an em
ployee. Subsequently, an NASD application f9r approval of su~h 
continuance was remanded by the Commission 25 which expressed con
cern as t.o D~Abre's appreciation of "the professional obligati<?n to his 
employer and to the public that further participa~ion in the securities' 
field entails.': After further hearings and comiid~ration by the 
NASD, the latter renewed its application for approval.. " 

In denying the second application the Commission stated, in part: 

The violations of NASD rules committed by D'Abre were of a serious nature, 
involving not only "free riding." but the manufacture over a period of seve~,al 
months of fictitious accounts and records and a false credit report, for the pur': 
pose of deceiving his employer and concealing violations of the restrictions upon 
transactions in new issues. This misconduct was compounded by D'Abre's con;, 
coction and presentation of false explanations to the NASD and his persistent 
failure to disclose the true facts. Only the pressure created by our remand and 
the ensuing hearing finally caused D'Abre to admit that the accounts were ficti; 
tious and to state thnt he regretted hi" violation' of, the trust that had been 
reposed in him. It was only after some prompting that he admitted his profit 
motivation in maintaining the aceollnts. He stated that absent our remand and 
sllbsequent hearing, he probably would never have acknowledged the facts. That 
he made no further denials of his improprieties after the first District Commit
tee decision or ,that he believed that the Committee members probably knew he 
had lied to them, cannot excuse his continued lack of candor. 

The Commission concluded that these circumstances clearly demon
strated D'Abre's "unreliability and' his lack of understanding of his 
obligation to his employer, to the District Committee, to the Board 
of Governors of t.he NASD and to the securities industry)' ' 

, , , 

'" Securities Exchange Act Release No. 6821 (June 8, 1962). 



PART VI 

ADMINISTRATION OF THE PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 

In administering the Public Utility Holding Company Act of 1935 
the Commission regulates interstate public-utility holding-company 
systems engaged in the electric utility business and/or in the retail dis
tribution of gas. The Commission's jurisdiction also extends to nat
ural gas pipeline companies and other nonutility companies which 
are subsidiaries of registered holding companies. Although the mat
ters under the Act dealt with by the Commission and its staff embrace 
a variety of intricate and complex questions of law and fact generally 
involving more than one area of regulation, briefly there are three 
principal regulatory areas. The first covers those provisions of the 
Act, contained principally in Section 11(b) (1), which require the 
physical integration of public-utility companies and functionally re
lated properties of holding-company systems and those provisions, 
contained principally in Section 11 (b) (2), which require the simplifi
cation of intercorporate relationships and financial structures of hold
ing company systems. The second covers the financing operations of 
registered holding companies and their subsidiaries, the acquisition 
and disposition of securities and properties, and certain accounting 
practices, servicing arrangements and intercompany transactions. 
The third includes the exemptive provisions of the Act, the provisions 
covering the status under the Act of persons and companies, and those 
regulating the right of a person affiliated with a public-utility com
pany to acquire securities resulting in a second such affiliation. Mat
ters embraced within this last area of regulation come before the Com
mission and its staff frequently. Many such matters do not result in 
formal proceedings and others are reflected in such proceedings only 
in an indirect manner when they are related to issues principally under 
one of the other areas of regulation. 

The Branch of Public Utility Regulation of the Commission's 
Division of Corporate Regulation performs the principal functions 
under the Act. It observes and examines problems which arise in 
connection with transactions which are or may be subject to regula-

86 



THIRTIETH ANNUAL REPORT 87 

tion under the Act and discusses'such'problems,with interested persons 
and companies and 'advises thein as to the applicable sections of-the 
'Act, the rules thereunder and Commission policy with respect thereto. 
Questions are raised with and problems presented to the staff daily. 
These include questions raised by security holders and problems pre
sented by companies contemplating transactions which require the 
filing of an application or declaration, particularly financing opera
tions and the acquisition and disposition of securities and properties. 
This day-to-day activity includes pl:efiling discussions and conferences, 
in person and by telephone, with company representatives and with 
other persons where the matter under consideration affects their inter
ests. In those instances where form~l proceedings are held, members 

, of the staff actively participate in hearings and often aid the Com
mission in the preparation of its decision on a particular matter. The 
staff continually reexamines the status of exempt companies, examines 
the annual reports filed with the Commission ancl.those sent to stock
holders and must keep abreast of new technical developments in the 
electric and gas industry, including the use of atomic energy as a source 

-of power. - I, - -

,COMPOSITION OF REGISTERED, HOLDING-COMPANY SYSTEMS 

At the close of the fiscal year there ;were 24 holding companies regis
tered under the Act. Of these, 18 are included in the 16 remaining 
holding-company systems which are herein classified as "active regis
tered holding-company systems," 2 of the 18 being subholding co~
panies in these active systems.1 The remaining 6 registered holding 
companies are of relatively small size and are excluded from the active 
holding-company systems.2 In the 16 active systems there are 84 
electric and/or gas utility subsidiaries, 41 nonutility subsidiaries, and 
12 inactive companies, o~ a total, including the 18 parent holding com-

, panies, of 155 system companies. The following table shows the num
',-ber of holding companies and the number of subsidiaries (classified 
as utility, nonutility, and inactive) in each of the active systems as 

,of June 30,'1964, and the aggregate assets of these systems, less valua
tion reserves, as of December 31, 1963. 

1 The two subholdlng companies are The' Potomac Edison Co., a 'subsidiary of Allegheny 
Power SYRtem, Inc., and South~estern Electric Power Co., a subsidiary of Central a~d 
South West Corp. 

, '2 These holding companies are American' Gas Co.; British 'American Utilities Corp.; 
Colonial Utilities Corp. ; Klnzua 011 & Gas Corp. ~nd Its subholdlng company, Northwestern 
Pennsylmnla Gas Corp.; and Standard Gas & Electric Co. 1 
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Olassijicaticm of companies as of June 80, 196~ 

Solely Regis- Electric Aggregate 
regis- tered and/or system 
tered hold- gas Non- In- Total assets, less 

System hold- -ing- utility utility Rctive COm~ valuation 
Ing oper- sub- sub- com- panies reserves at 

com·' RUng sidi- sidi- panles' Dec 31. 
panies com- aries aries 1963 • 

panies (thousands) 

---------------
I. Allegheny Power System. Inc ________ 1 1 13 6 2 23 $652.263 
2. Amp-rican Electric Power Co .• Inc ____ 1 0 12 8 2 23 1.724.450 
3. American Natural Gas Co ____________ 1 0 2 4 0 7 959,109 
4. Central and South West Corp ________ 1 1 4 1 1 8 816.716 
5. Columhia Gas System. Inc., The _____ 1 0 11 8 1 21 1.404,067 
6. Consolidated Natural Gas Co ________ 1 0 4 3 0 8 896,932 
7. Delaware Power & TAght Co _________ 0 1 2 0 0 3 218,093 
8. Eastern Utilities Associates ___________ 1 0 4 0 2 7 117,775 
9. General Public Utilities Corp ________ 1 0 6 3 0 10 1.119.847 

10. Middle South Utiliti~s, Inc ___________ 1 0 5 1 3 10 .879,965 
11. National Fuel Gns Co ________________ 1 0 3 5 0 9 244,747 
12. New Englfind Elp.ctric System ________ 1 0 14 1 0 16 736,519 
13. Ohio Ertison Co ______________________ 0 1 3 0 0 4 748,884 
14. Phila'lelphia Electric Power Co ______ 0 1 1 0 1 3 53,550 
15. Southern Co., The ___________________ 1 0 5 2 0 8 1.669.971 
-16; Utah Power & Light Co ______________ o. 1 1 0 0 2 315,786 ----------------------Subtotals __________________________ 12 6 90 42 12 162 12,558,674 
Less: Adjustment to eliminate duplica-

tion in count resulting from three com- ,-

panies being subsidiaries in two systems 
and two companies being subsidiaries in three systems' _______________________ 0 0 -6 -1 0 -7 ----_ ... --._--

Add: Adjustment to include the assets of 
thrse five Jointly owned subsidiaries 
and to remove the parent compames' 
Investments therein which are Included 
In the system assets above ____________ ~_ ...... --_ .. - .. -------- -_ ......... -- -------- --.. ----- ... _-....... -- 300.0ll2 ---------------

Total companies and assets In aC-tive systems ______________________ 12 6 84 41 12 155 12.858,756 

• Representq the consolidated asocts, less vnluation reserves, of each system as reported to the Com
mission on Form U 58 for the year 1963. 

• These five companies fire Beachbottom Power Co., Inc. and Windsor Power House Coal Co., which 
are indirect suhsldmrirs of Amencnn Electric Power Co., Inc. and Allegheny Power System. Inc.; Ohio 
Valley Electric Curp. ann its subsi~iary, Indiana-Kentucky Electric Corp .. which are owned 37.8 percent 
by American Electric Power Co., Inc., 16.5 percent by Ohio Edison Co., 12.5 percent by Allegheny Power 
System. Inc .• ann 33_2 percent by other companies; and The Arklahoma Corp., which is ownen 32 percent 
by Central ann South West Corp system, 34 percent byMindle South Utilities, Inc. system and 34 percent 

:by an electric utility company not associated with a registered system. 

SECTION II MATTERS -IN ACTIVE REGISTERED BOLDING-COMPANY 
SYSTEMS 

· On October 10, 1963, a public l~earing was held on Step 2 of a plan 
filed, pursuant to Section 11 (e), by Eastern Utilities Associates 
("EUA") proposing the sale of all the outstanding common stock of 
Valley Gas Co., to the shareholders of EUA, and to the public common 
stockholders of Blackstone Valley Gas and Electric Co_ ("Black
stone"), a subsidiary of EUA and the owner of all the outstanding 
'common shares of Valley Gas Co. On March 3, 1964, the Commission 
issued its Findings and Opinion and Order S approving Step 2 and, 

'upon the request of EUA, an application for an order enforcing the 
plan was flIed with the US. District Court forthe District of Rhode 
Island. Following a hearing, at which a public stockholder of Black
stone appeared in opposition to the plan, the court approved Step 2 

• Holding Company Act Release No. 15020_ 
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of the·plan by order dated July 14,-1964.4 Upon its consummation, the 
separation of the gas utility properties from the EUA system will 
have been completed. Prior proceedings in this matter are discussed 
at page 109 of the 27th Annual Report. ' 
, In its Order of February 20, 1958, pursuant t.o Section 11 (b) (1), 
permitting retention by New England Electric System of an its elec
tric properties,5 the Commission reserved jurisdiction to determine 
,,,hether the system's gas properties were retainable under that Section 
of the Act. After further proceedings the Commission, on March 
19, 1964, issued its Findings and Opinion and Order directing New· 
England Electric System to divest itself of all its interests in its gas 
properties.6 New England Electric System has filed a petition to reo. 
vIew this order in the Court of Appeals for the First Circuit. At the 
close of the fiscal year the case was pending before the court .. 

The Commission has held, with court approval, that the existence of 
publicly-held minority interests in the common stock of subsidiary 
companies of registered hoiding compariies constitutes an inequitable 
distribution of voting power requiring the elimination of such minor
ity interests under Section 11 (b) (2). Through appropriate proceed
ings under the Act the Commission has heretofore ordered the elimi
nation of public minority interests in most of the registered, 
holding-company systems, but the problem remains in several others. 
During fiscal 1964, Allegheny Power System, a registered holding com
pany, filed a plan, pursuant to Section 11 (e) of the Act, proposing the 
elimination of a 4.8 percent public minority interest in the common 
stock of its subsidiary company, West Penn Power Company, through 
the exchange of 1.7 shares of Allegheny Power's then $5 par value com
mon stock for each share of publiCly-held West Penn common stock. 
The proposed exchange would involve the issuance of Allegheny'snew 
common stock with an aggregate market value of approximately 
$15,600,000 as of .June 30, 1()64.7 Public hearings on the plan were 
held during fiscal 1964 ; following the close of the fiscal year, the Com
mission approved the plan.s 

• In the Matter of Valley Gas 00., et oZ. (D.R.I., Civil Act No. 2685). 
• See 38 S.E.C. 193. 
• Holding Company Act Release No. 15035. 
• During the pendency of the plan each share of Allegheny's $5 par value common stock 

was reclassified Into two shares of $2.50 par value common stock. Thus, the exchange 
ratio became 3.4 shares of Allegheny stock for each share of West Penn stock. Holding 
Company Act Release No. 15038 (March 27,1964). 
, • Holding Company Act Release No. 15145 (November '13, '1964). Other holding·company 

systems In which a minority Interest problem exists, and as to which no proceedings have 
been proposed by the systems or Instituted by the Commission, are The Columbia Gas Sys
tem, Inc., Eastern Utilities Associates, and New England Electric System. The minority 
Interests of the last-named holding-company system are confined to several of the gas utility 
subsidiaries, a question as to the retainablllty of which, as noted above, Is pending before 
the court of appeals. 
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A Section 11 (b) (1) problem still exists as to whether Middle South 
Utilities, Inc. may, through its subsidiary company, New Orleans 
Public Service, Inc., retain its interest in the 'gas and transportation 
properties of that subsidiary company together with the system's 
electric properties. The electric properties of the Middle South system 
have heretofore been found by the Commission to constitute a single 
integrated public-utility system. On January 10; 1963, a bill was 
introduced in the Congress (H.R. 742, 88th Cong., 1st Sess.) providing, 
in effect, that New Orleans Public Service, Inc. shall not be required. 
to dispose of its gas or transportation properties pursuant to any 
provision of the Public Utility Holding Company Act of 1935. At the 
close of fiscal 1964, the House Committee on Interstate and Foreign 
Commerce, to which the bill was referred, had taken no action thereon; 
and no proceedings have been instituted by the Commission.9 

EXEMPT HOLDING COl\IPANIES 

A "holding company" is defined by Section 2(a) (7) (A) of the Act 
to mean any company which owns or controls 10 percent or more of 
the outstanding voting securities of an electric or gas public-utility 
company. Section 3(a) of the Act provides that the Commission shall 
exempt any holding company (and its subsidiary companies, as such). 
from the duties and obligations of the Act if the company meets one 
or more of the exemptive standards set forth in that Section, unless 
the Commission finds that the exemption would be detrimental to the 
public interest. Such exemption may be granted by the Commission 
by order upon application, or (as to certain types of exemption) may 
be claimed by the holding company by the filing. in "good faith" of a 
statement pursuant to Rule 2 promulgated by the Commission under 
Section 3. At the close of the fiscal year statements submitted by a' 
total of 55 holding companies under Rule 2 were on file with the Com-, 
mission. Every initial Rule 2 'statement and each annual statement, 
renewing the claimed exemption is carefully examined by the Com
mission's Division of Corporate Regulation to ensure that the claimant 
is entitled to its asserted exempt status under Section 3(a). Inaddi:: 
tion, six applications for exemption orders under Section 3 (a) were 
pending at the beginning of fiscal 1964, and five additional applications 
were filed during the ,fiscal year. The Commission issued orders grant-

• No further action was' taken durIng IIs~al 1964 with respect to certain Section i1 <I»' 
problems of several other registered holdhig companies referred to 'at page 104 of the 2r'th' 
Annual Report, 
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ing exemptions.to five of the applicants during fiscal. 1964; 10 anq 
after the close' of. the year two' ·additional exemption orders were 
issued.ll 

Exempt holding companies aremevertheless subject to the provisions 
of Section 9(a) (2) of the Act, which prol{ihits them from acquiring 
as much as 5 percent of the voting' stock of any" otiier-piiblrc~uti1ity 
company unless the acquisition has been approved by the Commission 
under Section 10 .. During the fiscal year, Cincinnati· Gas & E~ectric 
Company (which claims exemption under Rule 2 as "predominantly a 
public-utility company") applied for and was granted authority to 
acquire the outstanding voting securities of two neighboring gas 
utility companies.12 

FINANCING OF ACTIVE 'REGISTERED PUBLIC-UTILITY BOLDING 
COMPANIES AND THEIR SUBSIDIARIES 

Pursuant to authorizations granted by the Commission under Sec
tions 6 and 7 of the Act, nine registered holding-company systems 
issued and sold for cash to the public and to fin'anCial institutions 21 
issues of long-term debt and capital stocks aggregating $400 million 13 

in the fiscal year 1964.14 Seventeen of these issues were sold for the 
purpose of raising new capital. Of the remaining four issues, three 
were entirely or in part for the purpose of refunding $38 milliOI~ 

principal amount of outstanding debt securities carrying higher rates 
of interest and one was for the purpose of refunding $6 million par 
value of preferred stock carrying a higher dividend rate . 

. The following table presents the amounts and types of securitie~ 
issued and sold for cash by registered holding companies and thei!," 
subsidiaries during fiscal 1964 : 

10 The OonsumerB GaB 00., Holding Company Act Release No. 14956 (October 17, 1963) : 
Penn Fuel GaB, Inc. (reaffirmation. of previous exemption order), Hold!ng Company Act 
Release No. 14958 (October 21, 1963) ; Oonnecticut Light and Power 00. and New England 
Power 00., Holding Company Act Rele~se No. 14968 (November 15, 1963) ; Aluminum Oom
pany of America, Holding Company Act Release No. 15078 (May 21. 1964). ., 

11 Oontinental Oan 00., Inc. and COlD NeW8print, Inc., Holding Company Act Release No. 
15107 (August 5, 1964). 

U Holding Company Act Release No. 14993 (January 3,1964). 
13 Debt securities are computed at their principal amount, preferred stock at par value 

or at price to the company If no par value stated, and common 'stock at oft'erlng price: 
,U The active systems which did not sell· stock or long-terin debt securities to the public 

are: Central and South West Corporation ;, Consolidated Natural Gas Company; Delaware 
Power & Light Company; National Fuel Gas Company'; Ohio Edison Company; PhUa" 
delphia Electric' Power Company; and Utah Po wer & Light .Company. '. 
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Securities issued and sold: jor :cash to the public and financial i~stitutiOn8 b~ 
,registered holding companies' and,;their subsidiaries, fiscal year 1964 

[InmilUons] 

Holding company sYS,tem Bonds Debentures Preferred Common 
stock stock 

Allegheny- Power System, Inc.: 'Potomac Edison 

A~~rl=~I~r:i~ -Po~er- c~mpanY~-fuc~:-iiidiruia-&-
Michigan Electric Co _________ ~ ____ c ________________ _ 

American Natural Gas Co.: . " 

$16 ___________________________________ _ 

46 ___________________________________ _ 

, Michigan Consolidated Gas Co_~__________________ 30 ___________________________________ _ 
, Michigan Wiscon~1n Pipeline Co_':_________________ ·60 ___________________________________ _ 

Columbia Gas System, Inc .• The ___ ,___________________ ____________ $60 ________ ' __ ~ ______ ~ _____ _ 
Eastern Utilities Associates: Brockton Edison Co _____ , '5 _____ ~:_____ . . $6 ___________ _ 
General Public UtiliticB Corp.: Jersey Central Power & Light Co ____ c _____ ' _____________________________ _ 
Middle South Utilities, Inc.: Louisiana Power & Light Co ____________________________________________ _ 
New England Electric System: 

, 19 

25 __ ... _________ __ ~ _________ ___________ ... 

9 ___ : ___ c _______________ _ 

Massachusetts Electric Co_________________________ 10 ___________________________________ _ 
Narragansett Electric Co, ___ : ___ ,___________________ 5 ___________________________________ _ 

SOu¥~~a~l~i:~lj£~~~~======:===:::=::===:===:=:= -------~-~- :::::::::::: ---------~~- ~~~~~~~~~~~ Georgia Power Co _____________ ~____________________ 30 ____________ 7 ___________ _ 
Mississippi Power Co______________________________ 10 ___________________________________ _ 

Total~ _______ " ______ ,----------------------------- 284 69 29 28 

, • Two Issues. 

, The t~ble does not include securities issued alid sold by subsidiary 
companies to their respective parent holding companIes,- issuances of 
short-term notes to banks, portfbliosales by any of the system com
panies, or securities issued for stock or assets of 'nonaffiliated com
panies. These issuances and sales also ;"equired authQrizatiQn by the 
C<?mmissiQn except in the case Qf the issllance Qf notes ,having a ma
t'clrity Qf 9 months or less where the aggregate amount,does not exceed 
5' percent of the other securities of the company. Such exception is 
provided for by Section 6 (b) of the Act. " 

~mpetitive Bidding 

" All of the 21 issues of securities sold for cash in fiscal 1964, as shown 
in the preceding table, were offered for competftive biddillg pursuant 
to the requirements of Rule 50 promulgated under the Act. 
" During the period from May 7,' '1941,-the effective date of Rule 50, 
to June 30, 196~, a total of 884 issues'of securities with aggregate value 
of $13,127 million were sold at competitive bidding under the rule. 
These totals compare with 231 issues of securities with aggregate value 
Of $2,371 millicm which have ~eell sold pursuant to orders of the Com
mission granting exceptions froID' the competitive bidding require
ments of the rule under paragraph (a) (5) thereof.15 Of the total 

15 Paragraph (a)'(5) of Rule 50 provides for exception from the competitive bidding 
requirements of the rule where the Commission finds such bidding Is not necessary or 
appropriate under the particular circumstances of the individual case. 
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amount of securities, sold pursuant to orders granting exceptions un
der this paragraph, 126 issues with a total value of $1,888 million were 
sold by the issuers and the balance of 105 issues with a dollar value 
of $483 million were portfolio sales. Of the 12G i~sues sold by issuers, 
70 were in amounts of from $1 to $5 million and two bond issues were 
in excess of $100 million each.16 

PROTECTIVE PROVISIONS OF FIRST MORTGAGE BONDS AND 
PREFERRED STOCKS OF PBBLIC-UTILITY COMPANIES 

Statements of policy were ad9pted by the Commis,sion in'1956 'codi
fying the standards to which provisions' covering first mortgage bonds 
and preferred stocks issued under the Act must conform for the pro
tection of investors in such securities.11 Prior to 1956 these standards 
had been established by the Commission on a case-by-case basis. In 
passing upon the issuance of first mortgage bonds and preferred s,tocks 
under the Act, the Commission examines' the applicable mortgage 
indentures and charter provisions to ensure a continuing substantial 
conformity with the codified standards of the respective statements 
of policy. Such conformity has been· uniformly required except 
where, in particular circumstances, deviations froin the statements of 
policy are clearly justified. . 

During the fiscal year, applications or declarations Were filed by 
public-utili~y companies subject to the Act with respect to 14 first 
mortgage bond issues involving' an aggregate prillcipal amount of 
$241,525,000, and 5 preferred stock issues with a total par value of 
$34 million. 

The statement of policy with respect to first mortgage bonds re
quires, among other ,things, that. dividends or other distributions to 
common stockholdeJ:.:s be limited so as to preserve an "equity cushion~' 
beneath the claims of the bondholders. This requ~rement w.as ,ade
quately provided for in the indentures covering the 14 bond issues 
as filed or as a result of informal discussions between the. Commission:s 
st.nff and representatives of the issuers. 

Since the bulk of bondholders' security consists of mortgaged de
preciable plant and equipment, the stat~ment qf policy for, bonds also 
requires the periodic renewal and replacement of such property so as 
to preserve the book value of the underlying security. This require
ment, in substance, obligates the issuing company to provide for new,
property additions (or, alternatively, to deposit cash or outstanding 

'·Ohlo.Yalley Electric Corp., a $860 mllllon'lssue, and UnIted Gas Coril.,"a $116 mIllion 
issue. 

11 HoldIng Company Act Release Nos. 18105 (Feb. 16, 1956) and 18108 (Feb.-t6; 1958) 
as to first mortgage bonds and preferred stocks, respectively. .. 
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bonds ~iththe. tru~tee) iii al].· amount which, o,:"er.· the estimated. ~seful 
lifeof'the mortgaged depreciable property; wiJl maintain·the orjginal 
book cost.o'f the mortgaged' property .. The statement of poiicy re
quires that tlie mortgage inde~ture' expr:ess the ·periodic' renew'ul anq 
replacement obligation as a percentage 6f the' book cost '0'£ 'the mort
gaged depreciable property, but where existing indentures express the 
provision on some'other basis '(usually, as a percentage· of operating 
revenues), such alternate provision is permitted to remain unchanged 
# the issuer can satisfactorily demonstrate to the .Commission that 
the existing provision affords.sul;lstantially the same protectio~ as that 
based on a, percent-of-p,roperty 'basis. To ensure observance of 
this standard of the statement of policy, the Commission's staff con
'pucts a continuous study of, the depreciation requirements of the vari-
ous issuers subject to the Act. , 
, Of the14 bond issues with respect to which applications or dec1ara'
tions were filed duri~g .the fiscal y~ar, the indentures 'of 13 expressed 
the renewal and replacement provision as a per,centage of depreciable 
property deemed adequate, by the Commission. The remaining issue 
,(bonds of a pipe line ~ompany) p~ov~dea for a 100, percent amortiza
tion of the issue over its life through the operation of a cash sinKing 
fund, and accordingly no renewal and replacement provision was 
deemed necessary for the protection of th~ 'bondholders., . 

With respect to' the five preferred stock issues as to which applica
tions or dec,Iarations w~re filed 'd~ring the fiscal year,. the existing 
charter provisions of all but one were in substantial conformity with 
Jhe statement ,of policy for preferred stock; and 'as to the remaining 
,issue, conformance with the statement of pol icy was effected through 
conditions imposed' by, order of the Commission.1s " , 
. ,In accordance with its long~standing popcy under~he Act, the Com
mission has continued to require that bonds and preferred stock sold 
by registered holding companies and their supsidiaries be fully re
fundable at the option of the issuer upon reasonable notice and that 
any -redemption p,remium be ~ea~onable in amount. ,Duringfiscal year 
,1964, as previously noted, three issuers 19 subject to the Act took ad
,v.antage 9f the refunding priviiege and prevailing fayorabfe market 
condit,ions :to refund outstanding bonds at lower interest rates; and 
~me issuer 20 ,refunded a preferred stock issue at a lower dividend rate . 
. The annual interest savings on the three bond issues refunded aggre-
,_ I ..' • 

"l~Alabama,?!?w.er Company, Holding Company Act Release No .. 15065:(l\lny 6.·1!l64). 
'·Mlchlgan Wisconsin Pipe Line Co.; Jersey Central Power & Light Co,; and Brockton 

Edlson:Co., 
20 B~ockton Edison Co. 
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gated $254,328; 21 and the 'ahnual ,dividend savings' on the preferred 
stock issue refunded were $30,160.22 r Had' the outstanding issues been 
!lonr,efundable or severely restricted as to refundability, such sa v:ings 

,. could not have been effectuated.23 , 

, 'Continuing studies made by the Commission's staff for fiscal year 
1964 with'respect to electric and gas utility 'bond issues ,sold at col'Il:
petitive biddin'g, whether or not subject to the Act, indicated that the 
'presence 'or absence of a restriction on free refundability has not 
affected the' number of bids received by an issuer at competitive 
bidding or the ability of the winning,bidder to market the bonds. The 
,29th Annual Report, at pp. 85-86, noted ,that the data for fiscal year 
1963 with respect to such' ability on the part 6f the winnillg bidde!' 
were at 'variance with the data fo'r prior fiscal years. 'That same re
p'ort, :at the pages referred to, 'contains' a 'summary 'of the nisult's-of an 
('xamination of all 'electric and gas utility bond, issues ,@l1duding 
'debentures) sold at competitive, bidding ,between ~1ay 14,1{j57, and 
June 30; 1963, by companies subject' to tIle Act 'as well as those not so 
subject. This study was extended to include fiscal year 1964." , I:'; 

During the period from May 14,)957 to June 30, 1964, a total of 
466 electric and gas utility bond issues, aggregating $10,401.9 million 
principal amount, was offered at competitive bidding. The refund
,able'issues numbered- 350 and accounted' for a total of $6,601.5, million, 
,while the nonrefimdable issues-all being nonrefundable for a periQ!i 
of5 years, except one'which was nonrefundable for a period of 'J 

'years-numbered'116 and, totaled $3,800.4 million, principal amount. 
The number of refundable issues thus represented 75.1 percent of, tll,e 
total number of issues, while, in terms of principal amount;f the' re-
fundable issues accounted for 63.5 percent.24 r r" I ! 

The weighted average number of bids received on tl~e refundable 
issues for the period was 4;72, while on the nonrefundable issues.itwas 
4.19. The median number:of bids was 5 on the refundable and 4 on 

21 Based on the cost of money applicable to (a') the 'refunded Issue, computed on the 
redemption price and coupon rate, from dnte of, redemption to date of maturity, less that 
of (b) the new Issue, computed on the price recelved,'by:the company and the coupon rate, 
to date of maturity, " , . 

22 Based on excess of "yield" of refunded Issue (ratio of dollar dividend rate to redemp
tion price) over "yield" of new Issue (ratio of dollar dividend rate to price received-by 
company). , 

'" The significance ,of the refunding privilege, both 'as a matter of conformity with the 
standards of the Act and as a matter of practical finance, was discussed at some length 
In the 24th Annual Report. at pp, 130-131. ' , , 

.. DUring fiscal year 1964, a total of 4fl bond Issues was offered, agogorpgatlng $1.146.5 
million principal amount. consisting of 34 refundable issues totaling $fl70,r. million n nd 12 
nonrefundable issues totaling $476 million. The number of refundable Issues repre"ented 
73,9 percent of all the Issues, while, In terms of prinCipal amount, the refundable issues 
accounted for 58.5 percent. 
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'the nonrefundable issues.25 With respect to the success of the market
·ing of the bond issues, an issue was considered to have been success
fully marketed if at least 95 percent of the issue was sold at the syndi
cate price up to the date of termination of the· syndicate. On this 
'basis, 69.4 percent of ' the refundable issues were successful, while 65.5 
percent of the nonrefundable ones were successfuU6 In terms of 
'principal amount, 66.1 percent of the refundable issues were successful, 
while 63.4 percent of the nonrefundable ones were successfu}.27 Ex
tension of the comparison to include the aggregate principal amounts 
of all issues which were sold at the applicable syndicate prices up to 
the termination of the respective syndicates, regardless of whether a 
particular issue met the definition of a successful marketing, indicates 
that 86.0 percent of the combined principal amount of an the re
fundable issues were so sold, as cO.mpared with. 82.2 percent for the 
nonrefundable issues.2s These aggregate statistics, as well as those 
relating to fiscal year 1964 noted in the margin, support the Commis
sion's policy of requiring free refundability of utility bond issues 
subject to the Act. 

OTHER MATI'ERS 

Request for Declaratory Order 

On May 26, 1963, a hearing was held with respect to an application 
filed by Pacific Northwest Power Company ("PNPC"), pursuant to 
Section 5(d) of the Administrative Procedure Act, for a declaratory 
order requesting a determination as to when, in the construction of 
a proposed hydroelectric plant at an estimated cost of approximately 
$260 million, the company would become an electric utility company 
within the meaning of Section 2(a) (3) of the Act. PNPC's common 
stock is owned equally by Pacific Power and Light Company, Mon
tana Power Company, Washington Water Power Company, and Port
land General Electric Company. At such time as PNPC becomes an 
electric utility company within the meaning of the Act, its sponsoring 
companies become holding companies and, unless exempted, must 
register as such and comply with the requirements of the Act. On 
February 5, 1964, the Federal Power Commission granted a license to 

.. During fiscal year 1964. the weIghted aversge number of bIds was 5.41 on the refund
. abIes and 4.17 on the nonrefundables. while the medIan number of bIds was 6 on th~ 
refundables and 4.50 on the nonrefundables . 

.. During fiscal. year 1964. 52.9 percent of the refundable issues were successful. as against 
. 50 percent for the norirefundables. ' 

'" nllrln~ fiRcal year 1964. In terms of prIncIpal amount. 45.6 per~ent of the refundable. 
were "Il~re""flll. a" n!rnlnRt 42.0 percent for the nonrefllndubles. 

"Dnrlnl! fiRcnl year 19(14. the applicable percentages were 78.5' percent for the refund
nhleR :lnll ia.R pl're"nt for the nonrefunrlnbles. 
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PNPC for construction and operation of the plant after a hearing in 
which the grant of the license was contested by certain public-utility 
districts. On March 3, 1964, this Commission issued a memorandum 
opinion and declaratory order, pursuant to Section 2(a) (3) of the Act 
and Section 5(d) of the Administrative Procedure Act, declaring 
that PNPC will not become an electric utility company within the 
meaning of Section 2(a) (3) at least prior to the time at which ,the 
grant of, the license by the Federal Power Commission has become 
final, either by the expiration of the appeal period in respect thereof, 
or, in the event of an appeal, by the final determination of the appel
late courts affirming the grant.2

,9 The COJI¥Ilission expressly indicated 
that it was not then making a final determination as to the point in 
PNPC's development at which it would become an electric utiiity 
company under the Act, ' , 

.. Pacl/lc Northwest Power 00., Holding Company Act Release No. 15026. 



PART VII 

PARTICIPATION OF THE COMMISSION IN CORPORATE RE· 
ORGANIZATIONS UNDER CHAPTER X OF THE BANK· 
RUPTCY ACT 

The Commission's role under Chapter X of the Bankruptcy Act, 
which provides a procedure for reorganizing corporations in the U.S. 
district courts, differs from that under the various other statutes which 
it administers. The Commission does not initiate Chapter X proceed
ings or hold its own hearings, and it has no authority to determine any 
of the issues in such proceedings. The Commission participates in 
proceedings under Chapter X in order to provide independent, expert 
assistance to the courts, the participants, and investors in a highly 
complex area of corporate law and finance. It pays special attention 
to the interests of public security holders who may not otherwise be 
represented effectively. 

",Vhere the scheduled indebtedness of a debtor corporation exceeds 
$3 million, Section 172 of Chapter X requires the judge, before approv
ing any plan of reorganization, to submit it to the Commission for its 
examination and report. If the indebtedness does not exceed $3 
million, the judge may, if he deems it advisable to do so, submit the 
plan to the Commission before deciding whether to approve it. ",Vhere 
the Commission files a report, copies or a summary must be sent to 
all security holders and creditors 'when they are asked to vote on the 
plan. The Commission has no authority to veto or to require the 
adoption of a plan of reorganization. 

The Commission has not considered it necessary or appropriate to 
participate in every Chapter X case. Apart from the excessive admin
istrative burden, many of the cases involve only trade or bank creditors 
and few public investors. The Commission seeks to participate prin
cipally in those proceedings in which a substantial public investor 
interest is involved. HO'wever, the Commission may also participate 
becam'e an unfair plan has been or is about to be proposed, public 
security holders are not represented adequately, the reorganization 
proceedings are being conducted in violation of important provisions 
of the Act, the facts indicate that the Commission can perform a useful 
service, or the judge requests the Commission's participation. 

98 
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The Commission has lawyers, accountants and financial analysts 
-in its New York, Chicago and San Francisco regional offices, who are 
'engaged actively in Chapter X cases in which the Commission has 
filed its appearance. Supervision and review of the regional offices' 
Chapter X work is the responsibility of the Division of Corporate 
Regulation of the Commission, which, through its Branch of Reorga
nization, also serves as a field office in cases arising in the Atlanta and 
Washington, D.C., regional areas. 

SUMMARY OF ACTIVITIES 

, In fiscal year 11)64, the Commission continued to maintain a high 
level of activity under Chapter X. During the year, the Commission 
entered its appearance in 14 new proceedings involving companies with 
aggregate stated assets of approximately $72 million and aggregate 
,indebtedness of approximately $70 million. These proceedings in
yolved the rehabilitation of corporations engaged in various businesses 
including, among others, real estate and mortgage investments, vending 
machine manufacture and distribution, operation of hospitals and 
hotels, and manufacture of chemicals and electronic components. 

During the year the Commission was a party in a total of ,93 reor
ganization proceedings, including the new proceedings.1 The stated 
assets of the companies involved in these proceedings totaled approxi
'mately $71)4 million and their indebtedness totaled approximately $748 
million. The proceedings were scattered among district courts in 
'30 states and the District of Columb~a, as follows: 15 in New York; 
to in California,; 9 in Florida; 6 in Illinois; 5 each in Kentucky and 
Michigan; 4 in Oklahoma; 3 each in Iowa, North Carolina, New J er
sey, and Pennsylvania; 2 each in Arizona, Colorado, Montana, Mary
land, Nevada, Texas, and vVashington; and 1 each in the District of 
Columbia, Arkansas, Louisiana, Kansas, Ohio, Mississippi, Tennessee, 
New Mexico, Connecticut, vVyoming, West Virginia, Virginia, and 
·Utah. Proceedings involving 6 principal debtor corporations were 
closed during the year. Thus, at the end of the year the Commission 
was participating in 87 reorganization proceedings. 

JURISDICTIONAL, PROCEDURAL AND ADMINISTRATIVE MATTERS 

In Chapter X proceedings in which it participa.tes, the Commission 
seeks application of the procedural and substantive safeguards to which 
all parties are entitled. The Commission also attempts in its inter
pretations of the statutory requirements to encourage uniformity in 
the construction of Chapter X and the procedures thereunder. 

1 Appendix table 12, infra, contains a complete list of reorganization proceedings In 
which the Commission was a party during the year. 
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.. In Beehive Security Tlwift ill Loan/ the district court granted the 
·Commission's motion to enjoin a cominittee organized by a former em
ployee of the debtor from soliciting funds from public investors. The 
Commission stressed,. among other things, the dangers. inherent in a 
'committee's 'private assessment of public 'investors in light of the 
a;buses 'prevalent in efluity receivership proceedings prior to the re-
forms of!Chapter X. , 

In Oertified Oredit OOl'p01yition,3. ~t committee wa!? organized hy 
certain of the debtor's former officers and directors and other stock
holders to represent debentureholders and preferred stockholders in 
the proceedings. Some of th~ officer members were defendants in a 
class suit .brought qy other investors under Secti on 10 (b) of the ·Securi
.ties Exchange Act of 1934. Funds to defray expenses were solicited 
by .the ~mmittee and 'were turned over immediately to its ~ounsel 
who also represented defendant officers in t~e class s~it:' The Com
mission moved to disqualify the committee because of :i conflict of 
interest and to compel a return of the funds solicited. Prior to a.deci
'!?iqp, th~ committee, pursuant to a stipUlation, disbanded and agreed to 
. return all funds collected. " . 

In Joe NewcornerFinance Company,' a debentureholders' committee 
was enjoined, on motion of the Commissi~n, fr0111 furt.her soliciting 
contributions from public investors, and the funds already collected 
were ordered held in 'escrow pend'ing a ruling on their disposition. 
In Goebel Qrewing Omnpam,y,:; ,an order entered on the Commission's 
motion permanently restrained further solicitation of funds, approved 
the committee's accounting ,which showed that most of the solicited 
funds had been returned to investors, and reserved jurisdiction with 
respect to a sm~ll amount previously disbursed until a' hearing on 
allowances. In Oosrno Oapital, Inc.,6 the committee voluntarily agreed 
to return ,the funds collected. . 
~)Jaryvale .Oomlrnunity H081n~tal, Inc.,' the debtor, a chariUtble 

organization, objected to the filing of an involuntary Chapter X :peti
tion contending that, since under Section 4b of the Bankruptcy Act a 
charitable corporation may ,become a vohmtary but ,not an involuntary 
bankrupt, the court did not have jurisdiction to approve tlle involun
tary petition under Chapter X. In supporting the petitiOli, the Com
mission urged that Section .4b was inapplicable to Chapter X, since 
Sec·tion 126 of that Chapter permits creditors' to file a petition against 

• D.C. Nev .• No. LV 982. 
• S.D. Ohio, No. 31984. 
• D.C. Colo., No. 34452. 
G E.D. Mich., No. 64-209. 
• N.D. III., No. 3880. . 
7 D.C. Ariz., No. B-9352-Phx. 



THIRTIETH ANNUAL REPORT 101 

a "corporation," defined in Section 106 (3) 'as' any corporation "which, 
could be adjudged a bankrupt .... " The Commission also urged 
that Section '4b was intended to prevent liquidation in bankruptcy of 
a charitable 'corporatioil against its will, while Chapter X is designed: 
for the financial reliabilitation, not the liquidation, of the debtor cor
poration. The court overrUled the objection, and by order, without 
opinion, approved the petition. ,: , ' , 
: In General Eoonomics' Oorpomtw.n,8 the same Chapter X trustees 
were appointed for the debtor and,for its subsidiaries. Certain stock
holders of one subsidiary, General'Economics Syndicate, Inc. ("Syn
dicate"), moved to disqualify the trustees for this subsidiary on the 
ground'that they were not disinterested within 'the meaning of Section 
158 since they' were also trustees for the parent and for another sub
sidiary against which Syndicate'had possible claims. The Commission 
urged that a common .trusteeship for the parent and subsidiaries was 
appropriate for the efficient administration of the estates; that such: 
common trusteeship was contemplated by Section 129 which penllits a 
subsidiary to 'fi'le a Chapter X petition in the parent's Chapter X 
proceeding;' and that separate trustees should not be required in the 
absence of a showi!1g, on a complete record, that an actual and sub
stantial conflict existed: The district court'denied the stockholders' 
motion, and the court of appeals affinned on the basis of the arguments 
advanced by the Commission.s , The opinion 'of the court of appeals 
stated that its affirmance would not bar a similar mot.ion in subsequent 
stages of the proceedings if a conflict in fact developed. 

In Fleetwood Motel,001''[lO'fiation,lO a landlord appealed from the 
district court's order denying his petition for possession of, leased 
property on which the 'debtor had built a mot.«~l, its sole asset, at a cost 
of $1,500,000. The lease provided for its termination upon 'the 'filing 
of a bankruptcy petition. While Section 'jOb of the Bankruptcy Act 
declares such a forfeiture provision enforceable. in bankruptcy, and 
Finn v. A/{Jigham, 325 U.S. 300 (1945) had held this provision appli
cable in Chapter X proceedings, the court. of appeals as urged by the 
Commission, affirmed, stating that " ... the question of enforceability 
of such a covenant is separate and distinct from the question whether 
enforcement in a particular case would be consistent with other pr!)
visions of the Bankruptcy Act." The court held that it would be in
equitable to permit the landlord ,to secure possession of the debtor's 
principal asset as a result of the forfeiture and thereby defeat any pos-

• S.D.N.Y., No. 63-B-618. 
• Katz v. Kil8heimer, 327 F. 24 633 (C.A.2, 1964). 
,. D.C.N.J., No; B-70~O. 
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sibility of it reorganization of the debtor in which the ,public had a 
substantial in vestmenLl1 

,In' Goebel BreWing Company,12 the trustee r~commended court ap
proval of an offer to purchase substantially all of the debtor's assets. 
The court ordered the offer rejected, agreeing with the Commission 
that a sale which is' tantamDunt JO,a liquidation should be'm!],de only. 
pursuant to a plan. Subsequently, anoJhex:'()ffer for sl,lbstantially all 
of the assets was incorpDrated in a'plan which the court approved,and 
confirmed. In The Sire Plan, Ino.,t3 the district court; over Commis
sion objection, authorized: the trustee tD sell real estate and a seven.: 
story steel structure'thereDn, owned by one o{the debtor ,C{)rporatiDns. 
The CDurt .of appeals affirmed .on the ground that a sale pursuant tD a 
plan was nDt required fDr a partially cDnstructed building, ,which the 
district CDurt had fDun'd a "wasting asset.". 14 " , 

In Hughes Homes, lno.,t5 the district cDurt'denied a mDtiDn .of the 
parent's trade creditDrs that the' separate cDrpDrate entities be dis
regarded and'their claims be treated .on a parity with the publicly 
held debentures .of the subsidiary cDrporations. C.ommittees fDr deben
turehDlders and the CDmmissiDn had DppDsed, the m.otiDn., The trade 
creditDrs have appealed.16 

, In Dootor's Hospital, Ine.,17 the debtor had sDld tD the public .over 
$1,600,000 .of bDnds, and, as a nDnprDfit c.orpDrati.on, its bDnd issue was 
exempt frDm the prDvisiDns of the Trust Indenture Act .of 1939. The 
debt.or was reDrganized as a for-pr.ofit cDrpDrati.on, which assumed the 
b'onds with substantial mDdificatiDn .of their'terms. The reorganized 
cDmpany at first asserted that the assumptiDn of the bDnds under the 
plan did nDt involve a "sale" which required cDmpliance with the Trust 
Indenture Act .of 1939 but subsequently submitted the indenture fDr 
qualificati.on. 

TRUSTEE'S INVESTIGATION 

" A cDmplete accouilting fDr the stewardship .of cDrpDrate' affairs by 
the .old management is a requisite under Chapter X. One .of the pri
inary duties .of the trustee is tD make a thorough study of the debtor 

, 11 No, 14667, C,A. 3, 'August 6, 1964. 
_ ~,~.~: ,MI~~", ~o. ~4;209. , 

ll! S.D.N.Y., No. 63 B 140: 
- ,It Mintzer v. Joseph, 332 F. 2d 497' (C.A. 2, 1964). 
;.'1lI D.C. 1IIont., No. 3174. , , 

18 In ItH decision of September 21, 1964. the court of appeals affirmed. stating " .•. that 
the'-su6sldlarles -were ,operated as separate' entities. that on balance the parent corporation 
was the beneficiary or the corporate Interrelationship. that the objecting creditors did not 
rely upon the credit of the subsidiaries and were benefited rather than prejudiced by the 
way In which the subsidiaries were operated, that there was, no fraud or' overreaching 
attributable to" the subsldlnries and, that I ','~' .:.: there, :was' no unjust enrichment ot 
debenture holders" of the subsidiaries. Anaconda Building ,Materials 00; V. Newland, 
336 F. 2d 625 (C.A. 9. 1964). 

17 S.D. Iowa, No. 30-992. 



THIRTIETH ,ANNUAL REPORT 103 

to assure,the discovery and collecti~n of ,all assets of the estate, includ
ing claims against . officers, directors or controlling persons ,who may 
have, mismanaged .the debtor's affairs. The staff of the Commission 
often aids the trustee in his investigation. 

In Automatic lVa8Mr Oompa;ny,lB the court ordered, on petition of 
the trustee, which the' Commission supported, that the stock interests 
of Bankers Life & Casualty Company and of Bellanca Corporation 
(presently Olson ·Brothers, Inc.) should be subordinated to the extent 
of $1.50 per share of the publicly held stock of the debtor. Subordina-, 
tion was based upon wr~ngful transactions. when each of these com-; 
panies was the dominant stockholder of the debtor. Both companies 
have appealed.19' . 

In Equitable Plam Oompany,20 the court authorized the trustee to 
accept $600,000 in settlement of an action against Manufacturers-Han
over Trust Co. The trustee had alleged, inter' alia, that the bank im
properly permitted Lowell M~ Birrell, and others to appropriate sub
stantial sums from the debtor's bank accounts. 

In Swan-Finch Oil OOr'poration,21 the trustees settled their action 
against Manufacturers-Hanover.Trust Co. for $837,500, and Manufac
turers withdrew its claim of $8,300.against the debtor for services, 
rendered as transfer agent. In their action the trustees alleged that 
Manufacturers, as depository, transfer agent and custodian for Swan
Finch, had, through negligence, aided and abetted Lowell M. Birrell 
in the illegal distribution of Swan-Finch stock.22 The settlement of 
the claim of Equitable Plan Company against Keta Gas & Oil Com
pany, a subsidiary of Swan-Finch, provides that Equitable be paid 
$87,500 in cash and retain 10.8 percent of the outstanding common 
stock of Swan-Finch. The trustees also settled for $25,000 Keta's 
counterclaim against Doeskin Products Co., Inc., which has withdrawn 
its substant~al claim against Swan-F:inch. 

REI'ORTS ON PLANS OF REORGANIZATION 

Generally, the Commission files ~ formal advisory report only in,a, 
case involving a substantia~ public investor interest and presenting, 

18 226 F. Supp. 834 (S.D. Iowa, 1964). 
19 Bankers Life &; Casualty Co., et aZ. v. Kirtley, C.A. 8, Nos. 17,711 and 17,712. For' 

other recoveries In this reorganization proceeding, see 29th Annual Report, pp. 90~91.. 
,l!O S,D. Calif., No. 86,096-T. 
!1 S.D.N.Y., No. 93046. " , , ' . , 
!!l In their suit which Is pending against the American Stock Exchange and others,. the, 

trustees obtained a settlement of $17,500 from Wi\lIam P. Hotl'man, & Co'.: one of the,; 
defendants, who allegedly. aided Birrell In the distribution of unregistered Swan·Flnch', 
stock through, the use, of ,"dummy" ac,~ounts.' The, 'iruBt,e~B' action agnlnS~, ~he' other d~; 
fendants Is stIlI pending. ,," 

For other ~ettlements and, suits, In the SW,an·Finch ,r!l0rga':llzat1o~. see 29th '. Annu~1 
Report, p. 91. 



104 SECURITIES AND' EXCHANGE COMMISSION 

si~ificant problems. When no such f~rmal report is filed, the Com
mission may state its views briefly by letter, and authorize its counsel 
to make an oral or written presentation to ampl~fy the Commission's 
views., During this fiscal year the Commission published one formal 
advisory report.28 The' Commission conveyed its views to the court 
on 13 other plans, on some by oral statement of its counsel at the hear
ing, and on the others by letter and'supporting memoranda.24 

: The formal advisory report relates to Bevi8 Shell Home8, Inc., 
which prior to the Chapter X proceeding was engaged in the construc
tion and sale of shell homes. The plan is predicated in part on the 
possibility that the reorganized company may resume construction of 
shell homes or may acquire other types of operating companies under 
a program of general diversification. 

I~ provides for the retirement of secured indebtedness of over $5 mil
liqn, held by institutional' investors, out of proceeds to be realized 
from the liquidation of mortgages and houses in inventory. For the 
outstanding publicly-held debentures, totaling about $2 million prin
cipal amount, the reorganized company would issue new debentures 
of,the same principal amount, with interest reduced from!) to 5 per
cent, and without compensation for past accruals of interest. The 
plan provides for t.he initial issuance by the reorganized company of 
about 1.5 million shares of common stock, 10 cents par value per share, 
of which 80 percent is to be distributed to the holder of a note for 
$1.1 million which was subordinate to the debentures, and the balance, 
together with warrants, is allotted to the publicly-held common stock. 

The Commission's report stated that the proposed building and 
diversification programs "are too va'gue and conjectural to be consid
ered as a source of value or earnings for the reorganized company," 
and, insofar as predicated thereon, the plan'is not feasible and, in fact, 
it "contemplates that these aspects of' feasibility are not to be deter
mined by the court but are to be deferred for decision by the manage
ment of the reorganized company," after the plan is consummated. 
The report further stated that it is not appropriate "under the auspices 
of the court to effect a public distribution of securities whose market 
prices may reflect in large measure uninformed or speculative apprais
als of the conjectural possibilities to which, on this record, no credence 

"" BeviB Shell HomeB, Inc., Corporate Reorganization Release No. 213 (May 25, 1964) • 
•• Bzura Chemical Co., Inc. and Bzura, Inc., D.C.N.J., No. B-831-62; Dilbert'8 Quality 

Supermarkets, Inc., E.D.N.Y., No. 62-'-B-920 ; DoctorB' Hospital, Inc., S.D. Iowa. No. 30-992 ; 
Equitable EnterpriBes, M.D. Fla., No. 4047-T; Frank Fehr Brewing Co., W.D. Ky., No. 
27672; General EconomicB Corporation, et al., S.D.N.Y., No. 63-B-618; Goebel Brewing 
Co., E.D: Mich., No. 64-209; Joe Newcomer Finance Company, D.C. Colo., No. 34452: 
The Kentucky Jocl.ey Club, W.D. Ky., No. 22988; Scranton Oorporation, M.D. Pa., No. 
11338; Eihawano Development' Corporation, D.C. Wyo.,' No. 3163; Southern Enterprise 
Corporation, S.D. Tex., No. 2548; St. John'B V(ew SiteB, S.D. Calif., No. 142854-TC. 
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can be given." " Treating the plan as essentially a liquidation of present 
assets, the report also concludes that the plan is not fair and equitable 
since the debentures are not accorded full contractual right to interest, 
and since "it provides participation for junior interests, including 
'stockholders.25 

_ In TUT Trailer Ferry, inc.,26 as reported previously,21 the district 
court approved and confirmed an internal plan of reorganization, 
overruling objections by the Commission and the stockholders'com
mittee. On appeal by the committee, which was supported by the 
'Commission, the court of appeals postponed ruling on the -issues on 
appeal; with the exception of the issue whether a plan may be con
firmed which contemplates that the trustee will become president of 
the reorganized company.28 It held that the law does'not preclude 
the employment of the trustee by the reorganized company. It stated, 
however, that the trustee would' not be disinterested " ... if the pro
ponents of a plan assured him Of emoluments and security rather than 
merely nominating him for approval by the court and subject to the 
usual control of the Board of Directors." 

ACTIVITIES WIm REGARD TO ALLOWANCES 

Every reorganization case ultimately presents the difficult problem 
of determining the allowance of compensation to be paid out of the 
debtor's estate to the various parties for services rendered and for 
expenses incurred in the proceeding. The Commission, which under 
Section 242 of the Bankruptcy Act may not receive any allowance from 
the estate for the services it renders, 'has sought to assist the courts in 
protecting debtors' estates from, ,excessive charges and at the same 
time in allocating compensation equitably on the basis of the claim
ants' contributions to the administration of estates and the formula
tion of plans. During the fiscal year 205 applications for 
compensation totaling about $5.4 million were reviewed. Two appli
cations raised the question whether an allowance is barred because of 
a conflict of interest. 

In St. John's View Sites,29 attorneys for holders of deeds of trust 
on the debtor's properties filed a series. of suits for damages and other 
relief. Prior to the Chapter X proceeding, these attorneys secured 
a purchaser for the properties and thereafter the Chapter X proceed
ing was initiated apparently as the means for effectuating the sale 

. , 

'" After the close of the fiscal year, the court approved the plan, the statutory' acceptances 
were obtained, and the plan was confirmed. Bevi8 Shell Homes, Inc., M.D. Fla., No. 4204-
T-Bk . 

.. S.D. Fla., No. 3659 M Bk. 
'r1 29tIi Annual Report, pp. 91-92: 
.. Protective Oommittee, etc. V. Ander8on, 334 F. 2d 118 (C.A. 5, 1964) . 
.. S.D. Calif., No. 142854-Y. . 
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and conveying clear title to the purchaser. By separate contract the 
purchaser was required to pay these attorneys $10,000 as additional 
.compensation lor services to be performed in the Chapter X proceed
ing. ' This agreement was not disClosed to the ,court until sometime 
after confirmation of the plan of reorganization pursuant to which the 
properties were sold to the purchaser. The ,attOrneys requested a fee 

·of $184,500, and the Commission recommended a fee of $75,000 less 
the $10,000 for an estimated '5,000 hours of compensable services before 
and during the Chapter -X proceeding. 'Subsequently, the Commis· 
'sion filed a memorandum stating that the contract with the purchaser 
ga ve rise to a conflict of interest;' that under Woods V. Oity National 
Bank &; T1'Ust 00., 312 U.S. 262, 268 (1941), a conflict of interest is 
a bar to any allowance; and that some courts have indicated that in 
special circumstances a conflict of interest may be ground for reduc
tion of an· allowance. The special master recommended the full 
amount requested but, on exceptions filed by the Commission, the dis
trict court allowed $100,000. 

In Windermere Hotel 00mpany,30 the Commission recommended 
that the attorneys for the plan proponent who was the purchaser of 
the property of the estate should be denied <?ompensation because 
the interests of their client were adverse to the interests of the estate 

'and of the bondholders who received the net proceeds of the sale. 'The 
'Court,' h~wever, awarded the attorneys c~mp'~nsation in the amount 
'recommended"by the special master whose' report, adopted by the 
'court, conCluded that any conflict was' practically eliminated since 
'the property was sold· at public auction in excess of its 'appraised 
value, and, the plan proponent had dealt at arms-length with the 
trustee.31 ' ' 

'In Hudson & Manhattan'Railroad 00mpany,a2 in which the Com
n:tission suJ:miitted its recommendations in the previous fiscal year, the 
.'district court rendered its, decision awarding, exclusive of interim 
allowances, final allowances totaling $1,162,000 to groups of 30 appli
can~s, who h,ad appl~ed for compensation totaling $2,441,00'0.33 The 
'Commission' had recommended allowances totaling $1,183,000. The 
'district court 'stated that' it " ... has, in accordance with the policy 
:litid'down by the .courts, given great weight to the recommendations 
'~f'the'Securities and Exchange Commission as being an independent. 
'agericy~" 'The court 'also stressed the heed for economy iIi the allow
ance, of fees, statiI;lg: "In gragting !111oW\lIl,sei? in a, si~uation such' as 
this it .is :impossible to. make allowances commensurate with fees 

10 D.C.N.D. 111., No. 60 B 8818. 
81 This decision Is contrary to the Wood8 case, 8upra.; and London v. Snyder, 163 F. 2d 

621 (C.A. 8, 1947). : 
.. S.D.N.Y., No. 90460 . 
.. 224 F. SuPp. 8Ui (S.D.N.Y., 1963). 
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which would he 'received in ordinary matters. 'Just as some of the 
'creditors of the debtor had· to' take some' loss,' so I the attorney and 
committees participating in tIle proceeding cannot be expected to be 
paid what they would be paid by an ordinary client." 34 ' 

Counsel for one of the committees requested an allowance of $93,000, 
. computed on the basis of $50 ,per hour for partners and $20 per hour 
for associates. The court, agreeing with the Commission's recom
mendation, allowed $50,000, stating that the hourly rates proposed by 
the applicant were 'i ... inappropriate for compensable services in a 
Chapter X proceeding." The court denied another applicant's re
·quest for $6,000 and allowed $4,000. The Commission had not ob:
jected to this application because the request was small but the court 
said that it did not believe " ... that applications for high allowances 
'should be approved merely because they constituted a 'small request'." 

The court disallowed several applications, as recommended by the 
'Commission, because of the bar under Section 249. That Section was 
held ap'plicable to counsel for certain bondholders, where one of the 
,firm's partners, as co-executor of his father's estate, had' sold bonds of 
the debtor held in the estate and both partners of the firm were to share 
in the proceeds of the estate.35 However, the court awarded' an allow
ance to co-counsel for the same bondholders in an amount recorri:.. 
mended by the Commission, stating: "The Court agrees with the con
clusion of the SEC that there was not that degree of intimacy among 
,counsel that would call for this Court to bar compensation to co-counsel 
as well. .' .. " . 

Of eight applications for leave to appeal, the CourtS of appeals 
granfed'two, which the Commission had supported, and these appea]s 
were pendillg at the close of the fiscal year. . 

INTERVENTION IN CHAPTER XI PROCEEDINGS 

'Chapter XI of the Bankruptcy Act provides a 'procedure by which 
debtors can effect arrangements with respect to their unsecured debtS 
under court supervision. 'Where a proceeding is brought under'that 
chapter but the facts indicate that it should have been brought under 
Chapter X, Section 328' of Chapter XI authorizes the Commission: to 
make application to the court to dismiss the Chapter XI"pro~eding 
unless the debtor's petition is amended to comply with the 'require
ments of ChapterX,.or,a, creditors' petition under Chapter':X..is filed. 

In Oanandaigua Enterprises' Oorporation,36 the debtor and its sub
sidiary, Finger Lakes Racing Associates, Inc., w~ch, operate a ,horse 

" 

•• Id. at 825 . 
.. See also In the Matter of Ohamber 0/ Oommerce 0/ the Oity of Newa~k, New Jersell, 

D.C, N.J" No. B-73-60. summarized In 28th Annual Report, p. 101. 
so W.O. N.Y., No. Bk~31904. 
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race track in the Finger Lakes region, of New York State, proposed 
an arrangement· und~r which they would issue new 7 percent non
cumulative income debentures in" exchange for the 7 percent fixed 
interest debentures held by the public. The new debentures would 
not have ,a sinking fund but would contain a more favorable con
vertible feature. The debtor's two classes of stock, 30 percent of which 
is owned by the debtor's officers and directors, would not b~ affected. 
,The Commission's motion under S~ction 328 stateq, inter alia, that the 
provisions of the proposed arrangement raised substantial questions as 

, to fairness and equity with respect to the publicly-held debentures, 
which required the application of 'the procedural and substantive 
safeguards found only in Chapter X. The court denied the Commis
sion's motion, and the Commission has appealed.37 

. .' Molions under Section 328 were filed by the Commission and were 
granted in BarOhris Oonstruction Oorporation 38 and Hydrocarbon 
Ohemicals, Inc~39 In the B(JjI'Ohris case the debtor amended its peti
tion' to comply with Chapter X. I~ the Hydrocarbon proceeding,the 
debtor similarly amended its petition after it withdrew its appeal from 
the order granting the Commission's motion. In Ooast Investors, 
Inc.,40 the debtor, after argument, consented to an order granting the 
Commission's motion and filed an amended Chapter X petition. 
, In Amerioan Trailer Rentals Oompany,41 discussed in the 29th 

Annual Report (p. 95), the district court's order denying the Com
mission's motion under Section 328 was affirmed by the court of 
appeals,42 and the Supreme Court granted the Commission's petition 
for a writ of certiorai'i.43 In Orumpton Bltilders, Inc.44 and American 
Guaranty Oorp01'({,i,ion;45 both summarized in the 29th Annual Report 
(pp. 95-96), the Commission appealed from orders denying its Sec
tion 328 m~tions. These appeals have been argued and are pending 
for decision.46 The Commission, by leave of court, withdrew its 
motion .in' Taste Freez Industries, IncY after the receiver in the 
Chapter-XI proceeding had disposed of a major part of the debtor's 
business. 

31.S.E.O. v. Oanandaigua Enterprises Oorporation, C.A. 2, No. 29012. 
sa S.D.N.Y" No. 62B761. 
.. D.C.N,J,. No. B-743-63. 
4. W.D. Wash" No. 53448. 
" D.C. Colo., No. 33276 . 
.. S.E.O, v. American Trailer Rentals 00., 325 F. 2d 47 (C.A. 10, 1963) . 
.. S.E,O. v. Am,erican Trailer Rentals 00., October Term 1964, No. 35 . 
.. M.D. Fla., No. 6342-T • 
.. D.C. R.I .• No. 6aD17 • 
.. S,E.O. v. Orumpton Builders, Inc., C.A. 5, No. 20712: S.E.O. v. American G.llamntu 

Oorp" C.A. 1, No. 6223. 
41 N.D. Ill., ~0._8493, 
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ADMINISTRATION OF THE TRUST INDENTURE ACT OF 1939 

The Trust Indenture Act of'1939 requires that bonds, notes, deben
tures and similar securities imbliCly offered for sale, except as specifi
;cally exempted by the Act, be issued under an indenture which meets 
the requirements of the Act and has been duly qualified with the Co~
mISSIOn. The. Act requires that indentures to be qualified include 
specified provisions which provide means by which the rights of 
holders of securities issued under such indentures may be protected and' 
enforced. 'These 'provisions 'relate 'to designated standards of eligi
bility and ,qualification of the corporate trustee to provide reasonable 
financial responsibility and to minimize conflicting interests.. The 
Act outlaws exculpatory provisions 'formerly used to eliminate 'aU 
liability of the indenture trustee and imposes on tlie trustee, after de-' 
fault, the duty to use the same degree of care and skill "in the exetcise 
of the rights and powers invested in it by the indenture,,'as a'prudent 
man would use in the conduct of his own affairs. ' ' ' 

The provisions of the Trust Indenture Act are closely integrated' 
with the 'requirements of the Securities Act. ' Registration pursuant 
t.o the SecuritiesA.ct of securities to be issued under a trust indenture 
subject to the Trust Indenture Act is not permitted to become effective 
unless the indenture conforms to the requirements of the latter Act, 
:ind necessary 'information as to the trustee and the indenture must be 
contained in the registration statement. In the case of securities 
which, although exempted from the registration requirements of the 
Securities Act, are not exempted from the requirements of the Trust 
Indenture Act, th~,obligor must file an application for, the qualifica
tion of the indenture, , including a statement of the required informa
tion concernilig the' 'eligibility and qualification ~f 'the trustee. 

!...., ~ , , - ., , 

-J~denture8 filed 1mder the Trust Indenture, Act Of 1939 during the fiscaZ year 
), ,'ended June 30, 1964 : ", 

Number Agl!TPg"te 
filed amount 

27 $3P7, 558, 500 
, 169 4,212,840,552 

196 4,610,399, 052 

Indentures penrling June 30, 1963 ____ " ____________________ ~ _____ ~: _______ , __ _ 
Indentures filed during flsc~l year:. ________________________________________ _ 

, 'TotaL __ ~_. ______ . ___ :_:_. ___________ ~_~ ___ ~ ___________________________ I-~-
, ' 

164 4,061.924, 272 
9 90, OP6, 500 

Disposition during fiscal year: , ' Indentures Quail fled. ________________________ ~ _' ________ ~ ____ c ~ ____ ~ _____ _ 
Indentures deleterl by amendment or wit'lcfrawn _______________________ _ 
Indentures pending June 30.1964. ______________________________________ _ 23 458, 378, 280 

Total. _________________________________________ ~ _______________________ 1----
196 4,610,399,052 
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ADMINISTRATION OF THE INVESTMENT'COMPANY ACT 
OF 1940 

The investment Company Act of 1940 provides fo~ the registration 
and regulation of companies primarily engaged in the business of in
vesting, reinvesting, owning, holding, or trading in se~urities., The 
Act,amo~g otller things, requires disclosure of the financeS'an<:l wvest-~ 
ment policies. of such companies; prohibits changing the nature of 
their b.usiness or their investment policies without shareholder ap
pr~v.al; regulates the means of custody of the companies' assets; re
quires management contracts to be submitted to security holders for 
approval; ,prohibits underwriters, investlnent bankers, and brokers 
from co:nstituting more than a minority of the directors of such 'com
panies; and prohibits transactions between such companies and their 
officers, directors, and affiliates !'lx~pt with approval of:the Commis
sion. ' The Act also regulates the issuance .of senior securities and 
requires face-amount certificate, companies to maintain, reserves ade
quate to meet maturity pay~ents upon their certificates. 

The securities of investment companies which are offered to the 
public are a~sorequired to ,be registere~ under the Securities Act of 
1933 and the companies must file. periodic reports. Such companies 
are also subject to the Commission's proxy ,rules a.nd closed-end com
~anies are subject to, :'insi<:ler" trading rules. 

COMPANIES REGISTERED UNDER THE ACT 

As of June 30, 1964, there were 731 investment companies registered 
under the Act, including 72 small business investment companies. Of 
this total, 617 'were "a~tive" c9mpanie~,' whose assets had' an 
aggregate market .. value of approximately $41.~, billion. Compa,re<i' 
with the corresponding totals at June 30, 1963, these figures repreSent 
an overall increase of approximately $5.6 billion in the market value 
of assets, while the number of registered companies increased by four. 
The classification of the 'registered companies and the respective ap
proximate market values of the assets iii each category as of June 30t 

11)64, are shown in the table on p. 111. 
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Number of registered companies Approximate 
I-----,-------;-----Imgf~i;er:~~e 

Active Inaptive· Total 
active 

companies 
(millions) 

Management open~nd_________________________ 337 28 • 365 $29,878 
Management closed~nd________________________ 166 42 • 208 7,900 
Unit investment trusL_ _______________________ 107 41 148 2,856 
Face-amount certlfieate________________________ 7 3 10 978 

1-----1-----1------1--------
TotaL___________________________________ 617 114 731 41,612 

• "Inactive," as used herein, refers to registered companies which, as of June 30,1964, were in the process 
of being liquidated or merged, or which have otherwise gone out of existence and remain registered only 
until such time as the Commission issues orders under Section 8(0 of the Investment Company Act ter
minating their registrations . 

• During the year, one company changed Its clasSification from closed~nd to open-end. 

The approximately $2,856,000,000 of assets of the 107 "active" reg
istered unit investment trusts includes approximately $2,406,000,000 
of assets of 54 registered unit investment trusts which invest in securi
ties of other registered investment companies, substantially all of 
which are of the open-end type. 

During the fiscal year, 52 new companies, including 2 small business 
investment companies, registered under the Act while the registra
tions of 48 companies, including 1 small business investment company, 
were terminated. The classification of these companies is as follows: 

Management open~d _____________________________________________________ _ 
Management closed -end ____________________________________________________ _ 
Unit investment trust ______________________________________________________ _ 

TotaL ________________________________________________________________ _ 

Registered 
during the 
fiscal year 

Registration 
terminated 
during the 
fiscal year 

27 13 
15 24 
10 11 

1-------
52 48 

GROWTH OF INVESTMENT COMPANY ASSETS 

The following table illustrates the striking growth of assets of in
vestment companies over the years since the enactment of the Invest
ment Company Act: 
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Number 01 investment companii'is registered unaer the Investment Oompany Act' 
and their e8timated aggregate a8sets, in round amount8, at the end 01 each 
fiscal year, 1941 tllJrough 1964 

Fiscal year ended June 30 Registered 
at beginning 

of year 

Number of companies 

Registered Registration 
during year terminated, 

, ,during year 

Registered 
,at end of 

ye~ 

1941. __________________ .. ______ :_ 0 450 14 436 
1942 ______________________ .. _____ 436 '17 46 407 
1943_____________________________ 407 '14 31 390 
1944_____________________________ 390 8 27 371 
1945_____________________________ 371 '14 19 366 
1946_____________________________ 366 13 18 361 
1947_____________________________ 361 12 21 352 
1948 .. ___________________________ 352 18 '11 359 
1949 _______________ :_____________ 359 12 13 358 
1950 _________ : _____ '______________ 358 26 18' 366 
1951 _____________ , ___________ :___ 366 12 10 368 
1952_____________________________ 368 13 14 367 
1953_____________________________ 367 17 15 369 
1954 __________________________ c__ 369 20 5 384 
1955~ _________________ ,__________ 384 ' 37 34 387 

m~::~~:::::::::~:::::::::::::~: ' gg~ 19 ~~ ~g~: 
1958_____________________________ 432 42 21 453 
1959_____________________________ 453 70 11' 512 
1960_____________________________ ,512 ,67 9 570 
1961. ______ , ____________________ , 570 118 25 663 

~~:::::::::::::::::::::::::::::....~ .:~ ~~ ~~~, 
1964 _____________________________ 

1 
___ :...,72_7_'1-'-___ 5_2_1 ____ 4_8 ,1 ____ 7_31 

Estimated 
aggregate 

market value 
, of assets at 
end of year 

(In millions)· 

$2,500 
2,400 
2,300 
2,200 
3,250 
3,750 
3,600 
3,825 
3,700 
4,'700 

, 5,600 
6,800 
7,000 
8,700 

12,000 
14,000 
15,000 
17,000 
20,000 
23,500 
29,000 
27,300 
36,000 
41,600 

TotaL __________________________________ _ 
1,272 541 _______ , __ , _________________ , 

• The increase In aggregate assets rellects the sale of new, securities,as ,well as capital appreciation. By .. 
way of Illustration, the Investment Company Institute reported that during the Ilscal year ended June 30, 
1964. its open-end investment company members, numbering 165 and representing the bulk of the Industry, 
had net sales of their securities amounting to $1,071 million. 

INSPECTION ,AND -INVESTIGATION PROGRAM 

, During the fiscal year 1964 a total of 146 investment company inspec
tlons was completed pursuant to the'statutory authority conferred on' 
the Commission by Section 3f(b r oLtha_ IrivE)stment Compa'ny Act. 
This represented a 76.5 percent increase over the 84 inspections of the 
previous fiscal year. 'These:inspections were planned and supervised 
by ,the Branch of Inspections'and Investigations which was established 
during fiscal 1963 in the Division of Corporate Regulation.,,) .,'. 

In furtherance of the Inveshnent Company Act traini~gprogram 
for staff members, short seminars on Investment Company Act prob
lems and inspection techniques were conducted by members of the 
Branch of Inspections and Investigations at the regional offices in 
Denver, Seattle, Fort Worth, and Atlanta. A longer course was con
ducted at the Washington Regional Office in view of the expectation 
that increa!:ed responsibility for the investment company inspection 
program will be delegated to that office. 

A large number of the inspections disclosed violations not only of 
the Investment Company Act but also of other statutes administered 
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by the Commission. Although violations of the Investment Company 
Act which were uncovered were frequently of a relatively minor nature 
and were quickly corrected when called to the attention of the com
pany involved, a number were more serious in character. These in
cluded inadequate arrangements for safekeeping of the investment 
company's portfolio securities or failure to observe the safekeeping 
procedures which had been established. In several instances, the 
fidelity bonds maintained by the investment company pursuant to 
Section 17(g) of the Act were found to be inadequate in relation to 
the company's assets. In one instance it was found that the invest
ment company did not in fact maintain an office at the address given 
in its prospectus as its head office, and that its books and records were 
being kept outside the United States. The inspections also disclosed 
several situations in which the procedures for pricing shares for pur
poses of purchase or redemption were not in conformity with the 
statute or the company's prospectus. Several instances were found in 
which investment company shares were not redeemed within the 
required statutory period. The inspections further exposed a number 
of instances in which transactions violating Section 17 of the Act were 
effected by affiliated persons. 

Largely as an outgrowth of information obtained during the inspec
tions, 33 private investigations were commenced during the fiscal 
year; and, on the basis of the facts obtained, five civil actions seeking 
injunctions, involving six investment companies, were instituted by 
the Commission. Two of these actions sought to enjoin further 
activity by unregistered investment companies.1 The complaint in 
one case (111 ax J. Royer) alleged violation of the proxy filing require
ments of the Act, while in the other matter (Midland Basw) the com
plaint sought the appointment of a trustee and injunctions against 
two of the company's officers and directors for serving in those capaci
ties while permanently enjoined by court order, in violation of Section 
9(a) of the Act. In connection with this matter, a subpoena enforce
ment action was instituted.2 In S.E.O. v. Oontinental Growth Fund, 
Ine.,3 the complaint alleged, among other things, conversion, failure 
to maintain a fidelity bond, unlawful transactions with affiliated per
sons, and sale of shares at other than the current public offering price. 
In S.E.O. v. Fleetwood Securities Oorporation,4 which involved a unit 

18.B.0. v. Max J. R01ler, BU8ine8s Dev. Oorp., et al., Cly. Act. No. IP 63-<:-334 (S.D. 
Ind .• July 2, 1963) ; 8.E.0. v. Midland Ba8ie, Ino., et aZ., elv. Act. No. 64-275 (Dlat. S.D., 
March 5,1964) . 

• 8.B.0. v. Midland Trllst, Ino., elv. Act. No. Misc. (Dist. S.D .. March 27, 1964) . 
• 63 elv. No. 2252 (S.D.N.Y., July 30, 1963) . 
• 64 elv. No. 1317 (S.D.N.Y., Apr1l29, 1964). 

~57-903--65----9 
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investment trust which had abandoned its duties as a depositor, the 
appointment of a receiver was requested. And in S.E.O. v. James J. 
Ling, et al.,5 the complaint alleged, among other things, that affiliated 
persons of Electro-Science Investors, Inc., had entered into transac
tions with that investment company amounting to gross abuse of 
trust. -

Settlements beneficial to shareholders of investment companies were 
obtained in two instances. In one, the investment company's president 
had, in effect, converted substantial sums due to failure of the bank 
which was custodian of the fund's assets to exercise minimal standards 
of custodial care. The settlement resulted in the return of approxi~ 
mately $220,300 to the company.6 In the other instance, the principal 
underwriter and investment adviser for two registered investment 
companies had received substantial brokerage commissions on port
folio transactions which couM have been executed directly without 
the payment of commissions, and transactions involving affiliated per
sons had been effected in violation of Section 17. As a result of ad
ministrative proceedings brought against the principal underwriter 
and -investment adviser, a settlement was effected by which more than 
$400,000 was returned to the two investment companies. 

As a consequence of the training courses and the experience gained 
by partiCipation in inspections and investigations, a number of the 
various regional offices of the Commission have assumed an increased 
responsibility in the inspection program as well as in the processing 
of formal investigations under the Investment Company Act. 

SPECIAL STAFF STUDY OF INVESTMENT COMPANIES 

During fiscal year 1963 the Wharton School of the University of 
Pennsylvania submitted to the Commission its Study of Mutual Funds, 
which the Commission in turn submitted to the Committee on Inter
state and Foreign Commerce, House of Representatives.7 The Study, 
based on responses to questionnaires, constitutes the most comprehen
sive analysis of the mutual fund industry since the Commission's study 
made prior to the adoption of the Investment Company Act of 1940. 
It analyzes the growth, organization and control, investment policy 
and performance of open-end investment companies (popularly known 
as mutual funds), their impact on securities markets, the extent of 
control of portfolio companies, and the financial and other r_elatiQn
ships of mutual funds with their investment advisers and principal 
underwriters. . 

• No. CA-3-447 (N.D. Tex':: February 24, 1964). 
• See S.E.C. Lltlgatlou Release No. 2973 (June 23, 1964). 
~ H. Rep. No. 2274 (87th Congo 2d Sess.). 
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As the Commission stated in its transmittal letter, many of the com
ments in the Study raise questions of broad policy whether some of the 
practices and patterns which originated in an earlier time and under 
different conditions and which have become conventional within the 
broad tolerances of the 1940 Act should be reconsidered. The study 
draws attention to the potential for divided loyalties arising from the 
typical structure of the industry illlder which a significant part of the 
funds' activities is performed by affiliated organizations such as ad
visers, underwriters, and brokers, who control or are represented on 
the boards of directors of the funds. Questions are also raised as to 
the relationship, or lack of relationship, betw~n, on the one hand, the 
growth, size and performance 6f mutual funds, and, on the other hand, 
sales commissions, other sales incentives, advisory fees and costs of 
operation of the mutual funds and of the advisers, including fees 
charged by advisers to other clients: The Study comments upon the 
role of and in general questions the effectiveness of "unaffiliated" di
rectors of the typical mutual fund. 

In forwarding the Study to the Congress, the Commission stated 
that it would be premature to attempt an evaluation of the conclusions 
in the Study, but that it was apparent that the Commission's rules 
under the 1940 Act and indeed some of the provisions of the statute 
itself might require reassessment. The Commission accordingly di
rected its staff to conduct a detailed evaluation of the Study with a view 
to making such recommendations as may seem appropriate.8 This 
evaluation in which members of the staff of the Division of Corporate 
Regulation were engaged throughout fiscal 1964 includes a review of 
the structure and operations of the investment company industry gen
erally, and a reassessment of the provisions of the Investment Com
pany Act and the Commission's rules and regulations thereunder. 

The Special Study of Securities Markets considered certain aspects 
of the investment company industry not covered by the Wharton 
School Study, namely, sales techniques, the adequacy of training and 
supervision of salesmen, "contractual" or "front-end load" plans for 
the purchase of investment company shares and the possible use of 
inside information with respect to portfolio transactions by those 
closely affiliated with investment companies. The conclusions and 
recommendations of the Special Study in these areas are contained 
in Chapter XI of the Special Study Report,S transmitted by the Com
mission to the Congress early in fiscal 1964. In one of the areas 
covered, that of contractual plans, the Special Study's Report, sug
gested that'the Commission recommend legislation amending the Act's 

SId. at pp. VI-VII. 
• H. Doc. No. 95, pt. 4, p. 212 (88th Cong., 1st Sess.). 
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provisions relating to such plans, that consideration be given to the 
abolition of any future front-end load or, if it should be concluded 
that abolition was not called for, that the legislation should both 
substantial1y limit the amount and method of application of any such 
load and prohibit the offering of front-@d load contractual plans 
without the simultaneous offering of a level-load voluntary plan.lo 

During fiscal 1964 the Association of Mutual Fund Plan Sponsors 
submitted to the Commission a statement in reply to the findings and 
recommendations of the Special Study regarding contractual plans. 
At the end of fiscal 1964 the Commission had this reply under 
consideration. 

It is expected that the staff study will be completed during fiscal 
1965, and that the staff's analysis, together with the reports of the 
'Wharton School and of the Special Study of Securities Markets, will 
aid the Commission in determining whether to submit recommenda
tions to the Congress for amendment of the Investment Company Act 
and what action, if any, should be taken to strengthen the rules and 
regulations under the Act. 

CURRENT INFORMATION 

The Commission's rules promulgated under the Act require that 
the basic information contained in notifications of registration and in 
registration statements of investment companies be kept current, 
through periodic and other reports, except in cases of certain inactive 
unit trusts and face-amount certificate companies. The following 
reports and documents were filed during the 1964 fiscal year: 
Annual reports_______________________________________________________ 521 
Quarterly reports____________________________________________________ 280 
Periodic reports to stockholders (containing financial statements) ________ 1,496 
Copies of sales literature _____________________________________________ 1,965 

The foregoing statistics do not reflect the numerous filings of revised 
prospectuses by open-end investment companies and unit investment 
trusts making a continuous offering of their securities. These pro
spectuses, which must be checked for compliance with the Investment 
Company Act, are required to show material changes which have oc
curred in the operations of the companies since the effective date of the 
latest amendments on file. 

APPLICATIONS AND PROCEEDINGS 

Under Section 6 ( c) of the Act, the Commission, by rules and regula
tions, upon its own motion or by order upon application, may exempt 

lU As to the Commission's views with respect to this recommendation, see id., pt. 5, 
P.15. 
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any person, security, or transaction from any provision of the Act if 
and to the extent that such exemption is necessary or appropriate in 
the public interest' and consistent with the protection' of investors and 
the purposes fairly intended by the policy and provisions of the Act. 
Other Sections, such as 6(d), 9(b), 10(f), 17(b), 17(d), and 23(c), 
contain specific provisions and standards pursuant to which the Com
mission may grant exemptions from particular sections of the Act or 
may approve certain types of transactions. Also, under certain pro
visions of Sections 2, 3, and 8 the Commission may determine the status 
of persons and companies under the Act. One of the principal activi
ties of the Commission in its regulation of investment companies is the 
consideration of applications for orders under the sections referred \ 
to. 

During the fiscal year, 245 applications filed under various sections 
of the Investment Company Act were before the Commission. The 
sections of the Act with which these applications were concerned and 
the disposition of such applications are shown in the following table: 
Applications filed with or acted upon by the Oommission under tTie Investment 

Oompany Act Of 1940 during the fiscal year ended June 30, 1964 

Pend· Pend. 
Sections Subject Involved Ing Filed Closed ing 

July I, ~ul'i:f;:O, 
1963 

------
2 ••••. _._. ___ •.•• Definition of controlled person .•• _._ ••• _ •••••••••••• 6 2 1 7 
3 and 6 ••...•.... Status and exemption •.•..•....•••.•••••••.••••••••• 9 19 14 14 
7(d) ••.••••••...• Registration of foreign investment rompanies •••.... 1 0 0 1 
8(0 .•..•...••••.. Termination of Registration •...•.............••.•.•. 34 41 48 27 
9, 10, 16 •••••••••. Regulation of afliliations of directors, officers, em· 0 5 3 2 

ployees, investment adVisers, underwriters and 
others, 

12, 13, 14(8), 15 .. Regulation of functions and activities 'Of Investment 10 8 11 7 
companIes. 

11,25._ ••• _ .•.••• Regulation of security exchange offers and reorganl· 3 3 1 
zation matters. _ ' 

17 •.•..•• _ .....•• Regulation of transactions with affiliated persons .••. 29 52 51 30 
18, 19, 21, 22, 23 •• Requirements as to capital structures, loans, distri· 8 11 12 7 

butions and redemptions, and rolated matters. ' 
20, 30 ••••••••••.• Proxies. reports, and other documents reviewed for 

compliance. 
0 0 

27 .••..• _._ ••••.• Periodic payment plans •. _ .•• _, .•.•.•••••.•.•.•••.. 0 1 0 1 
28 .••••••••••••• _ Regulation of race-amount certificate companies •• _ •• 2 2 2 2 . , --------

TotaL _ .•••..••••• " ••• _. __ ~ __ ~._.~ __ ~ __ ••••••• 103 142 145 100 

Some of the more significant matters' in which a pplicationswere 
considered are summarized below: 

On June 18; 1964, the Commission ,issued notice 11 that Financial' 
Industrial Fund, Inc. and Financial Industrial Income Fund, Inc. 
("the funds"), two open·end investment companies, :and Financial 
Programs; inc'; ("Programs"); l),ad ~led ~n,applicati9Il ~~qer Section': 
6 (c) for an order exempting them from the provisions of Section 15, 
of the Act to the ex~erit that that section'might be deerrie9; to prevent' 

U Investment Company Act Release No. 3991. 
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Programs from serving as investment adviser of and principal under
writer for the funds. 

Prior to the filing of the application, the Division of Corporate 
Regulation had conducted a private investigation, as a result of 
which it concluded that the investment advisory and principal under
writing contracts between Programs and the funds had been assigned, 
and therefore terminated, on or about January 2, 1964, as a result 
of the execution of certain contracts for the sale of approximately 
87 percent of the voting and nonvoting stock of Programs, and the 
occurrence of certain related events. 

While the application did not concede the validity of the Division's 
position with respect to the assignment of the investment advisory 
and underwriting contracts, it proposed a basis for compromise of 
the matter involving the acceptance by Programs, subject to approval 
of the shareholders of the funds, of reduced fees based on the cost 
of rendering advisory and underwriting services for the period from 
January 2, 1964, to the date of the requested order. Shortly after 
the close of the fiscal year the application was granted by the 
Commission.12 

As noted at p. 106 of. the Commission's 29th Annual Report, on 
December 1~, 1962, Randolph Phillips, a stockholder of Investors 
Mutual, Inc. and other registered open-end investment companies for 
which Investors Diversified Services, Inc. ("IDS") (also a registered 
investment company) serves as investment adviser, filed an applica
tion under Section 2 (a) (9) of the Act requesting a determination 
that Bertin C. Gamble, Gamble-Skogmo, .Inc., and General Outdoor 
Advertising Company, acting collectively (referred to in the appli
cation as the "Gamble Group"), either alone or in concert with John 
D. Murchison, Clint W. Murchison, Jr. and others (referred to as 
the "Murchison Group"), had acquired control of Alleghany Corpo
ration ("Alleghany"), and of IDS, about 47.5 percent of whose vot
ing securities were owned by Alleghany. On January 2, 1963, the 
Commission ordered that a hearing be held with respect to these ques
tions of controlY On February·15, 1963, IDS filed an application 
under Section 2(a) (9) seeking determinations that (a) Murchison 
Brothers; (b) Allan P. Kirby, Sr.; (c) Kirby and certain associates; 
and (d) Murray D. Lincoln and/or companies controlled by or as-

12 On July 8, 1964, the Commission Issued Its Memorandum Opinion and Order (Invest· 
ment Company Act Release No. 4009) granting the exemption sought by the application, 
conditioned on the approval by the shareholders of the funds of the modified payments by 
the funds to Programs. The Commission's opinion noted that the order did not "con· 
stltute authorization for the proposed payments or approval of the amounts thereof" but 
was "Intended only to remove a possible statutory bar to consummation of the proposed 
compromise." 

13 Investment Company Act Release No. 3604. 
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sociated with him, controlled Alleghany and that Alleghany controlled 
IDS .• This application was consolidated for purposes of hearing with 
the Ppillips application.14 The hearings in these consolidated pro
ceedings were concluded in September 1963, and in June 1964, the 
hearing examiner filed a recommended decision in which he deter
mined, among other things, that the Gamble Group did not "control" 
Alleghany or IDS, as asserted by Phillips. Exceptions to the recom
mended decision were filed after the close of the fiscal year. 

Hearings were reopened on an application originally filed in 1961 
by International Bank, an Arizona corporation, for an order declar
ing, pursuant to Section 3 (b) (2) of the Act, that it was not an invest
ment company.15 Although the Commission granted the application, 
it rejected applicant's contention that a company which owns securi
ties as an incident to the operations of its majority-owned subsidiary 
and of its controlled companies is not "in the business" of owning and, 
holding such securities and is therefore not an investment company 
within the definition of Section 3(a) (3), of the Act. The Commis
sion held that the section's applicability is not limited to situations 
where securities are held "merely as investments." However, the 
Commission concluded that applicant was primarily engaged' in non
investment businesses and entitled to the order sought since (a) 
approximately two-thirds of applicant's total assets were represented 
by noninvestment businesses engaged in by it directly, through 
majority-owned subsidiaries, and through controlled companies con
ducting the business of banking, and (b) over two-thirds of its net 
income was derived from such businesses.16 

During the fiscal year, Town8end Oorporation of Amerioa ("TCA"), 
and Townsend Management 0 orporation ("TMC"), both registered 
closed-end investment companies, sought an exemption pursuant to 
Section 17(b) of the Act, and approval pursuant to Section 23(c) (3), 
with respect to transactions incident to a plan of merger of TCA, 
TMC and Resort Airlines, Inc;, all of which are affiliated companies. 
The plan grew out of a proceeding instituted by the Commission in 
the U.S. District Court for the District of New Jersey, in which the 
Commission alleged violations by TCA, TMC and certain controlling 
individuals of various provisions of the Act and sought injunctive 
relief and an order requiring that action be taken to effectuate com
pliance with the ActP The district court took possession of TCA 
and TMC for the purpose of enforcing compliance, enjoined the de
fendants from violations of the Act, appointed an interim board of 

U Investment Company Act Release No. 3637 (February 20, 1963). 
'" See 27th Annual Report, pp. 150-151, for a prior reference to this matter. 
,. International Bank, Investment Company Act Release No. 3986 (June 4, 1964). 
17 EJ.E.C. v. Townsend Corp. oj America, et al., elv. Act. No. 336-61 (D.N.J.). 
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directors to carry out the terms of its decree, and ordered that TCA 
and TMC, among other things, file with the Commission a plan of 
merger of TCA, TMC and Resort Airlines, Inc.18 After a hearing, 
the Commission found, subsequent to the close of the fiscal year, that 
the terms of the merger plan were reasonable and fair and did not in
volve overreaching, that the transactions were consistent with the 
policies of the companies and the general purposes of the Act, and 
that the purchases by TCA and TMC of securities of which they were 
the issuers were to be made on a basis which would not unfairly dis
criminate against the holders of the classes of securities to be pur
chased. Accordingly, it granted the relief requested.19 Upon the 
issuance of its order, the Commission, as had been directed by the dis
trict court, applied to that court for an order approving and enforcing 
the plan of merger. 

18 The proceedings are described In greater detail In the Commission's 27th Annual 
Report for the fiscal year ended June 30, 1961, at pp. 153-4. 

19 Investment Company Act Release ~o. 4045 (September 2, 1964). 



PART X-

ADMINISTRATION OF THE INVESTMENT ,.M)VISERS -ACT 
" OF 1940 

The Inv.estment Advii?ers' Act of 1940,establishes a pattern of regu
lation of investment advisers similar to that contained in the Securi
ties Exchange Ac(with respect to the conduct of brokers and dealers. 
'With certain specified exceptions, the Act requires persons engaged 
for compensation in the business of advising others -with respec~ to 
securities .to :register with the ,Commission, and requires investment 
advisers to conform to statutory standards designed to protect the 

. publib interest. The ,Act 'prohibits :fraudulen:t 'conduct, and author
izes the-Commission 'to define,a11a prescribe'means reasonably designed 
to prevent, fraudulent, deceptive or manipulative 'acts or practices. 
Pur~uant to ~SUC~l .al!-thori~y, ,the Commission has adopted a Rule 
(206(4)-1) relating to advertising practices, which, among other 
things, proscribes' the use -o'f testimoniaJs, circumscribes permissible 
referellcei?.to past recommendations'and,the,use of graphs and charts, 
'and prohibits the use of -false ·or -misleading 'statements. Under an
other -Rule ':(206(4')-2), 'an 'investment adviser who 'has custody or 

-possession -of the' funds -or securities -of clients must segregate them, 
maintain them in the manner provided ,in the .rule. and.comply with 
certain other conditions. . ' 

'rhe .Act prohibits an 'investment advis~r ·from basing ihistcompen-
-·sation'upon a·share 'of the capita:Igains or'ilppreciation of his Client's 
funds, and prohibits the assignment of investment advisory· contracts 
without the client's consent. Advisers are also required to make, keep 
and preserve books and records in accordance with .the -Commis~ion's 
.rules and the : Commission' 'is 'empowered to conduct inspections of 
such'books and records. 

Investment ·advisers who vidlate 'an~ or the provisions o'f the Act 
:or:o£ the lrules : thereunder' are' subject to 'appropriate 'administra6ve, 
-civil >or ·criminal·remedies. With respect 'to admiriisthitive remedies, 
. the Act 'provides, :in iSection 203 (d) ,thadhe Com~ission'shall deny, 
revoke, or suspend 'for ·not more 'than 12 months, 'the registration 'of 

·-an·investment adviser if:it'-findsthat'such'action is 'in the public interest 
iand-that the ·iiiv.~stment'·aaviser 'or :any partner, 'officer, direCtor 'or 

121 
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controlling or controlled person of the investment adviser is subject 
to a specified disqualification. These disqualifications include wilful 
misstatements in an application or report filed with the Commission, 
the existence of a conviction or injunction based on or related to speci
fied types of misconduct, wilful violation of any provision of the Se
curities Act, Securities Exchange Act or Investment 'Advisers Act or 
any rule or regulation thereunder, or aidirig and abetting any other 
person's violation of such provisions, rules or regulations. In addi
tion, the Commission may seek injunctions to restrain violations of 
the Act and may recommend criminal proSecution by the Department 
of Justice for fraudulent misconduct or wilful violation of the Act or 
the Commission's rules thereunder. 

Inspection Program 

,During fiscal 1964, 239 inspections of investment advisers were com
pleted by the Commission's staff (as compared to 219 the preceding 
year) . These inspections disclosed a total of 182 indicated violations 
ot" the Act and the rules and regulations promulgated thereunder, as 
reflected in the following table: 

, Violations Noted in Investment Adviser Inspection Reports-Fiscal Year 1964 

Books and records deficient__________________________________________ 69 
Registration application inuccurute__________________________________ 43 
False, misleading, or otherwise prohibited advertising __ .:._______________ 24 
Improper "hedge clause" a.o _________________ .:. _________ '________________ 12 

Failure to provide for nonassignability in investment advisory contracL__ 11 Others _____________________________________________________________ ,23 

'Total indicated violations_______________________________________ '182 

a "Hedge clauses" used in literature distributed by investment advisers generally state 
In substance that the information furnished is obtained from sources believed to be 
reliable, but that no assurance can be given as to its accuracy. A clause of this nature 
may be improper where the recipient may be led to believe that he has waived any right of 
action against the Investment adviser. 

Administrative Proceedings 

The Commission instituted revocation proceedings against seven 
, investment advisers during fiscal year 1964 and initiated two proceed
ings to determine whether applications for registr~tion should be 
denied. During the year, it revoked the registrations of six advisers 
and denied one application. At the close of the fiscal year 13 revoca
tion proceedings and 1 denial proceeding were pending. Those pro
ceedings concluded during the year included .the following: 

An'n~ Oaseley Robin and Ben Robin, doing business as The Profit
maker 1-The Commission found, on the basis of stipulated facts, that 

1 Investment Advisers Act Release No. 149 (September 10, 1963). 
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Anne Robin, a registered investment adviser, violated the Act by 
failing to. disclose 'in' her registration application or by amendment 
that Ben Robin, her husband, exercised a controlling influence 
over the business. It further found that the Robins circulated 
misleading advertisements which represented that "The Profit
maker," a weekly market letter published by them, was staffed by 
trained and experienced securities analysts and experts, and that each 
stock discussed in the market letter had the potential of advancing 
100 percent within a year. In addition, the Commission found that 
respondents engaged. in fraudulent conduct by publishing an unveri
fied and in fact false tip that a manufacturer, whose 'stock they rec
ommended, had just received a large government contract. The Com
mission stated that advisers must meet the same "high degree of care 
required to insure accurate and adequate representations concerning 
securities discussed in printed advisory material distributed by a 
broker-dealer," and that if anything the deception was enhanced 
rather than dissipated by the use of a qualification at the end of the 
market letter that "information in this letter is not guaranteed but 
is gathered from sources we believe to be accurate." Revocation of 
registrant's registration was found to be in the public interest in view 
of the serious violations found. 

J~l8tin Federman Stone 2_ The Commission found that in the course 
of a publicity campaign designed to gain subscribers for Stone's ad
visory service, misrepresentations were made concerning the accept
ance of the service by institutional investors. In addition, misleading 
statements were made to the effect that Stone's formula employed 
"miracle working computer-type techniques" resulting in "uncannily 
correct anticipation of market trends," and that the profitable results 
of the system had been proven by "exhaustive" tests. In concluding 
that Stone violated the anti-fraud provisions of the Act, the Com
mission noted that the publicity material conveyed the false impression 
that the advisory service provided an accurate mathematical device 
for determining when to buy and sell which had been proven by exten
sive tests a.nd was widely acclaimed by experienced securities specialists 
and institutions. Stone's contention that the violations were attrib
utable to his public relations counsellor and therefore not wilful was 
rejected, the Commission finding that Stone knew of and made no 
serious attempt to correct the misrepresentations and failed to meet 
his responsibility to comply with the Act. The Commission concluded 
that it was in the. public interest to revoke Stone's registration. 

• Investment Advisers Act Release No. HiS (November 26,1963). 
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Registration Statistics 

At the close of the fiscal year 1,613 investment advisers' were regis
tered with the Commission. The following tabulation contains other 
statistics relat:ing to registrations and applications for registration: 

Investment Adviser Regi8trations-Fisc,!l Year 1961, 

Effective, registrations at clos,e, of preceding year ______________________ 1,564 
Applications pending at close of preceding year________________________ 26 
Applications filed during year _________________________________ ...:_______ '273 

Registrations cancelled or withdrawn during year ___ :...:.._________________ 209 
Registrations. denied or revoked during year___________________________ 7 
Applications withdrawn during year ______________ .: ____ ..:_.:____________ 12 
Applications pending at end of year.,._~ ___ ~ _______________ '__'__________ 22 



PART XI 

OTHER ACTIVITIES OF THE COMMISSION 

CIVIL LITIGATION 

The several statutes administered by the Conmlission authorize the 
Commission to seek injunctions against continuing or threatened viola
tions of such statutes. Such violations may involve a wide range of 
illegal practices, including the purchase or sale of securities by fraud, 
and the sale of securities without' compliance with the registration 
requirements of the Securities Act. The Commission also participates 
in various other types of proceedings, including appearances as amicu8 
curiae in litigation between private parties where it is important that 
its views regarding the interpretation of the statutes be furnished to 
the court. -, ' '. , , 

At the beginning of fiscal year 1964 there were pen'ding in the 
courts 121 injunctive and related enforcement proceedings instituted 
by the Commission to prevent fraudulent and other illegal practices in 
the sale or purchase of securities. During the ye.'l;r 84 additional pro-, 
ceedings were instituted and 104 'cases were disposed oi, leaving 101 
such proceedings pending at the erid' of the year. In addition the 
Commission participated in It nnmber of cOll)orate reorganization' 
cases under Chapter X of the Bankruptcy ACt, in () proceedings in the 
district courts under Section 11 (e) of the Publi~ ,Uti I ity Holding Com
pany Act; and in 7 miscellaneous actions. The Commissionli1so ptl,l'
ticipltted in 49 civil appeals in the U.$. courts of appeals. Of these, 17 
came "befo're the courts' on petitions .for r~vie,,~ ,of administrative, 
oreler, 12 arose out of corporate reorganizations in"\vhich the Commis
sion had taken an ~ctive part, 12 were appeals in actio~ls brought by' or 
against the Commission, 1 was an appeal from orders'enteioedplirsuant 
to Section 11 (e) of the Public Utility' Holding Compmiy Act; and 7 
were appeals in cases in 'which the Commission appeared as a11iicu8 
C1tr'lae. The CommissiOJl also participated in 8 app~als'or petitions 
for "Tits of ce't'ti()r'an before the U~So Supreme Court resulting from 
these or similar actions. 

Complete lists of all cas~s in ,v.hichthe Commission a.ppeared before 
:~ Feder:~l 'or state court, either as a i)arty or as amicus'Clu'iae, during 
the fiscal year, and the status of such cases at the close ~f the year, ,are 

125 -
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contained in the appendix tables. This section describes a few of the 
more noteworthy cases, not including, however, cases arising under the 
Public Utility Holding Company Act or Chapter X of the Bankruptcy 
Act; cases arising under those statutes are discussed in the sections of 

. this report dealing with such statutes. 
In J.l. Oase 00. v. Borak,l the Supreme Court, accepting the views 

urged by the Commission as amicu8 curiae, held that in a private suit 
based upon alleged violations of Section 14(a) of the Securities Ex
change Act and the proxy'rules thereunder a Federal district court has 
jurisdiction to grant "all necessary remedial relief" and is not limited 
to the granting of "prospective" or declaratory relief as was held in 
Dann v. Studebaker-Packard 00rp.2 Noting that the purpose of Sec
tion 14(a) "is to prevent management or others from obtaining au
thorization for corporate action by ·means of deceptive or inadequate 
disclosure in proxy solicitation," the Court held that "it is. the duty 
of the courts to be alert to provide, such remedies as are necessary to 
make effective, the congressional' purpose." The Court also rejected 
the contention that a stockholders' derivative action may not be 
brought under the proxy rules, thereby implicitly overruling the 
decision in Howard v. Furst,3 and. indicated that the private right of 
action under the proxy rules may not be fru'strated by such state law 
"hurdles" as security-for-expense statutes. - . 

During the fiscal year, the Court of Appeals for the Third Circuit, 
in The Prudential Insurance Oompany of Amel'ica v. Securities and 
Ewchange 00mmis8ion,3a affirmed :lll.order of the Commission 3b de
claring that the "Investment Fund" resulting from the proposed sale 
of variable annuity contracts by Prudential would be an investment 
company required to be registered under the Investment Company Act 
of 1940, notwithstanding the fact, that Prudential, as an insurance 
company, was excepted from: the coverage of the Act. The court up
held the Commission's determination that the variable annuity con
tracts would constitute the purchasers thereof an "organized group of 
persons," that such contracts would create a "trllst" held by Pruden
tial for the purchasers and that the separate Investment Fund would 
be a "fund," all within the meaning of those terms as contained in the 
statutory definition' of "company," and that, the Investment Fund 
would be the "issuer" of the contracts for Investment Company Act 
purposes. It reje~ted arguments,:arpong others, that the term "fund" 
referred only to recognizable business entities,. that the existence in 

1375 U.s. 901· (1964). Earlier stage's of the litigation In this case are discussed In 
the 29th Annual Report, p. 118. 

• 288 F. 2d 201 (C.A, 6, 1961). 
8238 F. 2d 790 (C.A. 2,1956). 
Sa 326 F. 2d 383 (1964), cert. den. 84 S. Ct. 1629 (1964), 
3' Investment Company Act Release No. 3620 (Jan. 22, 1963). 
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the:Act of a specific exemption for common trust funds showed, that 
regulation under the Act was imposed on an institutional rather than 
functional basis, and that the exemption for insurance companies was 
based upon the existence of adequate state regulation. The court 
concluded, by stating that "the mere fact that the investment pro
gram ,in the case at bar is under the aegis, of an insurance company 
ought not to negate compliance with [safeguards provided by the Act 
for investors in securities] in the absence of compeling circumstances." 

Two cases, Hersh v. Securities and Exchange Oommission 4 and 
Lile v. Securities and Exchange Oommission,5 arose from an order 
issued by the Commission revoking the broker-dealer registration of 
J. Logan & Co., expelling th~ company from membership in the N a
tional Association of Securities Dealers, Inc., and finding that various 
officers and employees of the company, including Hersh and Lile, were 
each a cause of the revocation and expulsion.6 The Commission found 
that the company, aided and abetted by Hersh and Lile, had engaged 
in the practices of "churning" its customers' accounts and of "switch
ing" securities back and forth between customers. The company had 
induced its customers to place complete reliance on it and its salesmen 
to act in the customers' best interests and had then taken gross advan
tage of the customers' trust and confidence by generating excessive 
transactions in their accoup.ts and by recommending the purchase of 
a security to one customer while simultaneously persuading another 
cu~tomer to sell the! ~ame security, all in complete disregard of the 
financial welfare or'investment aims of the customers, the obj"ective 
being rather to produce brokerage fees and profits for the company and 
its salesmen. The Court of Appeals for the Ninth Circuit, holding 
that the findings as to Hersh were supported by substantial evidence, 
affirmed the order as to him on the basis of the opinion of the Com
mission. The court dismissed Lile's petition for review on the ground 
that it lacked jurisdiction over the subject matter by virtue of Lile's 
failure to urge before the Commission any of the objections raised 
in his petition. 

In its motion to dismiss Lile's petition for review, the Commission 
had urged, as an alternative ground for dismissal, that the court lacked 
jurisdiction by virtue of Lile's failure to file his petition within 60 
days after the "entry" of the Commission's order, as required by 
Section 25 (a) of the Securities Exchange Act. The court rejected 
that argument on the ground that the Commission does not maintain 
a court-type docket from which the precise date of the "entry" of its· 
orders can be determined. The co'urt apparently construed the Com-

• 325 F. 2d 147 (C.A. 9,1963). 
• 324 F. 2d 772 (C.A. 9, 1963). 
• Securities Exchange Act Release No. 6848 (July 9,1962). 
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mission's Rules-of Practice as requiring· that such-a'docket be,inaih:..· 
tained: To avoid· the uncertainty created' by the Lil(r decision, the 
Commission· subsequently 'amended'its Rules'of Practice.1i . . 

l!n three cases this year, Securitie8' and· Exchange Oommi,8iio'n' v; 
Bill'Willoughby OoinExchange, et al;,B Securitie8 and Exchange Com-
mission v·. Space Oity Investment8, Inc., 'et al.,9 and' Securities 'and 
Exchange.Commission-v. Com8tock Coin--Oo;, et al:,lO:the Commissi'on 
sought injunctions against violation of the 'registration' provisions of 
the Securities· Act of'1933 ill'the offer and' sale of investment contracts 
and' certificates- of interest· and- participation in profit-sharing' agree
ments: issued: in connection· with coin- investment programs. The 
defendants had' solicited' funds from- 'investors, agreeing to use the 
funds in the purchase and sale· of coins and to'share the profits' derived 
therefrom',vith the· investors'. 'Iilie defendants in all three cases con
sented1to the entry of permanent injunctions~ 
·'·The. Commission filed a complaint against' Oonti7wntal' Growth 

FUnd; 1nc;, et' dl:,ll' an investment co~pany registered' as such with 
tile· Commission; and· certain of' its' officers and direct'o'rs, seeking to 
enjoin· the' ihdivid~al' defendants from continuing to act· as officers 
and:dlrectors'on the ground: that they had:been guiIty'of gross miscon
duct·and gross'abuse of/trust. The Commission also asked for the ap
pointment'of a'receiver fbI' the firm'S·assets~· The complaint'charged, 
among:otliel; things, that'RichardLC. Ja:cobs; U'·promoter of the Fund 
und; itf;!' former: presidimtJand 'director, embezzled $60,000 of the' Fund's 
monies!, through. a- scheme by w hieh lie· ea used the' Frankl in' National 
Bank as custodian' to disburse ·monies·for sham stock'purchases by the 
Fiuid,' ,'rIie· complaint.' also alleged" that Jacobs' caused the- Fund' to 
deviaie: froll' its'stated investment'policy, that' tIle' directors 'permitted 
the' Fund-' toJoperate' withoutra'fi'<lclity' insurance oond to protect the 
Fund) against ,larceny and 'embezzlement and' w.ithout' necessalfbooks 
micV records; that tl~e;net' asset value' at whielHt sold and redeemecl'its 
sliar~sj was' improperly computed' and tha.t' Jacobs sold secnrties to 
the Fund in violation of the Investment Company Act. The' court 
it ppointed a :receiver' for the assets' 3:nd" property of the- Fundi and the 
remaining ,issues were pending at the;c1ose'of the-year . 
. Tlie·Gorilmisslon fil~d'n; complaint:against James·J. Ling, Royce B. 

l11cf{ inley, and· Joseph F. Jlicf{ inney, former 'officers or directors, and 
Paul E:' Brodrick, the present treasurer of Electro-Science Investors, 
Inc:,' 12 an-investment company registered as such with the' Commission .. 

" •• I. 

'0 Se~~rlties Act'Release No. 4673 (March 5, 1964). 
'8 SiD: Calif.: No: 64:'c384-JWC, CCH Fed: Sec. L. Rep. If 91',355; 
• S.D. Tex., No. 64-H-2.53. 1. D. Nev., No. 1682, CCH Fed. Sec. L. Rep. 11 91,414. 
11 S.D. N.Y. 63 Clv. 2252. 
:2 N.D. Tex., No. CA-3-447. 
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The' complaint alleged; among 'other things, that bing, witli tlie assist
ance of. the.other defendants, took personal advantage of'a corpora:te· 
opportunity'of the'company;topurchase,and'reselh large block orcom-' 
mon stock of 'Tamar' Electronics-Industries; Inc., and·that he·realized 
substantial' personal profits from the l transaction which rightfully 
belonged. to· the investment company. The complaint seeks an order 
directing the :defendants· fo· account fbI' and return such' profits to the 
company and, also seeks ·an' injunction, pursuant to Section·' 36 ·of the 
Investment Company Act of'1940; preventing. any of the-defendants 
from serving in specified capacities. for a registered investment 
compani)' .. 

In Securities and Exchang.e·Commission V'. United States Diversi
jied\ Indust1'ies Corporation, Jack yetman-:and· Leonard 'Ja1nes,13 'the 
district. court issued a mandatory .injunction- directing the defendants 
to file with the.Commission an.annual report of the company for the 
year ended: December 31, 1961. The common stock of the company 
wits 'registered on the Pittsburgh Stock Exchange, a national securi
ties exchange, until'February 1'6; 1962; w ~len it was delisted; The fact· 
that the stock was delisted was held·not to relieve the company of the· 
oblig:ttion to file an annual report covering the last year during which' 
the stock· was still listed! 

Gilson v. Ohock F'ull O'NutlJ C01:poration 14 was an action by 'a 
stockholder' and his attorney seeking allowance of' attorney's fees. 
out. of :t fund paid to Chock Full O'N uts Corporation by certain 
of' its· officers: and, direotors in' settlement· of suits instituted against 
them by the coq)oration' to recover' "short-swing" trading profits purJ 
suant to Section 16(b) of. 'the Securities Exchange Act: Aceordingto,: 
the· compla.int,. the stockholder.'s"attol'ney· had: investigated possible 
liability of the insiders to .the cOl'poration uIlder' Section 16 (b) and 
then had made dema.nd on the corporation on.Aprill0, 1\)62,' that: suit . 
be instituted by May.31, 1962, a:s the statute'oflimitations"'ollld'other
wise expire on' June 2,·1962. After the,corpora.tion-,replied··on· Ap'ril 
16; 1D62" that. its,.preliniinal~'y- iflvestiga.tion indicated that ,no viola
tions hid ,occurred', the'stockholder:s attorney: pI'epared· a: complaint. 
On May 31, 1D62, however"the cOl'l)Omt.ioll commenced actions against 
the· insiders,. resulting; in·' the~'settlement. The' district: court"granh~d 
defendant: corporation'k:lilOt.ioni to 'dismiss; ruling-thatthe,awl1.rding· 
of attorneys' fees is: limited' to ,situations· where the recovei·y ,to' the 
COl\pOra tion uncleI' Section ilG (l). has ,reSH I te& from' a slii t; successfully" 
prosecuh>di by the· st.ockhoIder.15 

"S.D.N.Y., No, 63 Clv. 3317. 
,. 3111 F. 2<1 107 (C,A, 2, 1964), 
'"224 F. SuPp. 234 (S.D.N.Y., 1963). 

757-903--65----10 
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_ A panel of the Court of Appeals for-the Second Circuit, agreeing 
with the views expressed in a brief of the Commission filed as amicus 
curiae, reversed.16 After granting the corporation's petition for re
hearing en bane, the full bench reversed the district court and held 
that an attorney who did "considerably more than simple prepara
tion of the statutory request to the corporation to sue" was entitled to 
fees from the corporation after its successful suit. The court empha
sized, however, that it was not deciding the question whether a stock
holder's attorney is entitled to compensation from a corporation where 
he has done "nothing more than find a claim for the recovery .of 'shol't
swing' profits under Section 16 (b) ... which the corporation then 
successfully brings at the stockholder's request." 17 

In Levitt v. J ohnson/8 a stockholder. of an investment company, 
Fidelity C!tpital Fund, Inc., brought a derivative action on behalf of 
himself, the Fund, and other similarly situated stockholders of the 
Fund -against the Fund's directors, its corporate investment adviser, 
and its corporate underwriter. The complaint alleged inter alia 
(1) that the investment advisory fees had been and would continue 
to be "grossly excessive, unreasonable and illegal and out of propor
tion to the value of the services rendered" by the adviser and were a 
"waste and gift of the Fund's assets," in violation of Section 37 of the 
Investment Company Act and (2) that because of the degree of affilia
tion of the directors of the Fund with the directors of the adviser and 
the underwriter, the contracts and agreements for advisory and under
writing services, and all renewals and extensions thereof, were made 
in violation of Sections 10 (a) and 10 (b) of the Act and were thus null 
and void under Section 47 of the Act. The complaint stated that 
demand had not been made upon the directors of the Fund to bring 
this action, since they were to be named as defendants, nor had demand 
been made upon the stockholders, since that was assertedly unnecessary 
and futile for the reason, among others, that there were more than 
48,000 stockholders scattered all over the United States and that to 
require demand upon these stockholders to take action would cast an 
unconscionable financial burden upon the plaintiff and would involve 
the conduct of a proxy fight entailing prohibitive expenses. 

Motions to dismiss the complaint were filed by the defendants on 
the ground, inter alia, that the complaint failed to state a claim_upon 
which relief could be granted. The District Court for the District 
of Massachusetts found that Rule 23 (b) of the Federal Rules of Civil 
Procedure had been complied with but dismissed the complaint for 

1.326 F. 2d 246 (1964), 
17 331 F. 2d at 108-109 (1964). 
16 334 F. 2d 815 (C.A. 1, 1964). 
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failure by plaintiff to plead compliance "with the strict Massachusetts 
rule as to prior demand upon his fellow shareholders in Fund." 19 

- An appeal was taken ,from the distri~t court's dismissal of the com
plaint and" the Commission.filed a brief amicus curiae in support of 
the appellant. The Commission took no position on the merits of the 
case. On July 8,1964, the court of appeals, in vacating the judgment 
of the district court, held that demand upon the other stockholders of 
the Fund in the circumstances of this case would be a "pointless or, 
alternatively, impossibly burdensome act .[and] ... should be ex
cused." The court also held that the "strict Massachusetts rule" of 
demand upon stockholders would conflict with the broad declaration of 
policy contained in Section 1 (b) of the Act; it is therefore "the type 
of hurdle that the Investment Company Act ... forbids." 
, During the fiscal year the Commission was granted leave to par,

ticipate amicus curiae inllfiller v. General Outdoor Advertising Oorp., 
et al./o a case involving the question of the applicability of Section 
16 (b) of the Securities Exchange Act of 1934 to transactions involving 
the acquisition of options to purchase and sell securities of a class 
registered on a national securities exchange. The complaint in this 
case had alleged that the defendants ,and the Murchison Brothers, a 
partnership, had entere4 into a so-called agreement of put and call; 
whereby the defendants acquired the right to purchase from Murchi
son Brothers and Murchison Brothers acquired the right to sell to 
the ,defendants certain shares of commOli stock of Alleghany Corpora
tion, and that within a 6-month period the defendants entered into a 
contract to sell the stock, thus giving rise to liability for profits under 
Section 16 (b) . An appeal ,vas taken from the order of the' district 
court granting defendants', motion for summary judgment.21 The 
Commission filed a brief amicus C1triae urging that the agreement of 
put and call constituted a purchase of the Alleghany common stock 
by the defendants against which a sale within a 6-month period could 
be matched for the purpose of -determining liability un,der Section 
16 (b); At the end of the fiscal year the appeal was still pending. 

CRIMINAL PROCEEDINGS 

The statutes administered by the Commission provide that the Com
mission may transmit evidence-of violations of any provisions of these 
statutes to the Attorney General, who in turn may institute criminal 
proceedings. Where facts ascertained as a result of an investigation 
by a regional office of the Commission or at times its headquarters 

1·222 F. Supp. 805 (D. Mass. 1964). 
" 20 C.A. 2., No. 28781. , _ , 

l!l 223 F: Supp. 790 (S.D.N.Y .• 1963) 
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office _ a ppear to warrant' criminal prosecution, a detailed report 'is 
prepared. ' After careful review by the General Counsel's 'Office, the 
recommendations of the regional office and the General Counsel's Of
fice are considered 'by the Commission, and if the Commission believes 
criminal prosecution is appropriate the case is referred to the Attor
ney General and to the appropriate U.S. attorney. Commission em
ployees familiar with the case generally assist the U.S. attorney in 
the presentation of the facts to the- grand jury, the preparation of 
legal memoranda for use in' ~~e- trial, th,e-,~,onduct of the trial, and the 
preparation of briefs on appeal. - ' - - -

During fiscal year 1964 the Commission referred 50 cases to the 
Department of Justice for prosecution. In the course of the year, 
39 indictments were returned against 95 defendants in cases referred 
prior to and during the fiscal' ye~r, 2 criminal contempt actions were 
filed, and 93 convictions were obtained in 46 cases, while convictions 
were affirmed in 12 cases. 

From 1934, ~yhen the Commission was established, until June 30, 
1964, 3,408 defendants have been indicted in the' U.S. district, courts 
in 8U'cases'developed by the Commission-and"1,774'convictions have, 
been obtained.22 The record of convictions obtained and upheld in 
completed cases is over 84 percent for the 30-year life of the 
Commission.23 ' 

As in prior yea~s, the majority of the criminal cases prosecuted 
involved the offer and sale of securities by fraudulent representations 
and other fraudulent practices. These activities included high-pres
sure long-distance telephone "boiler-room" frauds, conversion of cus
tomers' funds and securities by broker-dealers or their salesmen. 
frauds involving the sale of securities by new as well as established 
businesses, and fraudulent securities sales in connection with the 
promotion of insurance companies, m9rtgage companies, oil and gas 
and ot ber 'inil}ing .ventures, and, other ';tjpes' of enterprises. It is 'nqt" , 
feasible to describe individually each of the many criminal matters 
pending during the fiscal year; 24 however, two of the landmark crim
inal prosecutions which occurred during the, year are di.scussed below. 

On February 16, 1964" after 5lj~ months of trial, Joseph Abrams, 
Sidney Albert and Richland Securities, a corporation controlled by 
Abrams,' were found gui'lty by' 'a jury of violating the registration 

,. This figllre doeR not incltlde convictions :In criminal contempt action", 
" "" For n condensed stati"tical stlmmnry'of all crlmmn1-' CaSC" developpd hy'the Cnmmi"' 
's'loTl from fiscal 1934 throlll!h fi"~a!' 196'(-'.-ec; AI)pe~'dix table 25. 'rahle 26 contalnH 11 

sllmmil-ry h'ased- on clnsslficatlon of th'(':deferi~lit,nts .. :'., c'. _, .... _ , ___ .. ' , 

,. Appendix tnhle 16 containR n IIRt of nil criminal cnRes developed hy the CommlsAlo'n 
which were pending during the YMlr and In which In<1\ctments have been' returnefl, nnd 
the Rtatus of each case, Table 13 is a summary of criminal cases developed by the' Com-
mission which were pending as of June 30, 1964, i,', ' " , 
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provisions of the 'Securities, Act of 1933 by offering and selling' un
registered stock of Automatic Washer Company (United . States. v. 
AlJ'rams, et al.). 

In late 1955, defendants'AbramS'ahd Albert gained cont~l.of·Auto
matic 'Washer Company by, causing a corporation which they con
trolled to purchase 330,000 shares of Automatic 'Washer .stock at a 
·price considerably below the .market price. Thereafter, they caused 
Automatic 'Vasher Company to issue large blocks of stock to them
selves and companies which they. controlled in exchange for assets of 
little value. In this· manner defendants obtained ;a ,total' of 1;585,000 
shares out of a total issued and outstanding of 2,155,594. At the trial 
it was proved that over 950,000 of the shares acquired by the defend
ants were sold to the public, commencing in January 1956, and con
tinuing through October 1956. In addition, during the period Abrams 
and Albert distributed their Automatic stock on the Midwest Stock 
Exchange, the price rose frDm $3 in December'1955, the date they 
Dbtained control, to $9 in March 1956. 

These convictions were obtained in',spite of the fact t.hat the defend
ants attempted to conceal. their unlawful sales by utilizing many of 
the devices that have been frequently employed to avoid the fun dis.: 
closure requirement.s of the registration provisions of the Securities 
Act. For example, the defendants distributed a large number of 
shares to the public by permitting banks and brokerage houses to sell 
out Automatic 'Washer shares pledged by the defendants as collateral 
for loans which they had no intention of repaying. The defendants 
also attempted to disguise the distribution of their control stock by 
initially making purported "private sales" to various friends and 
relatives who acted ,as nominees or conduits. Although the sliares so 
sold were immediately resold to the public, the defendants claimed that 
.since they had made.private placements, to these, "inve.stors" they were 
not engaging in a public ,distribution of the sto<fk. Finally, defendant 
Abrams also attempted to rely on a so-called "change of circumstances" 
as justification for the resale of the 'stock' he had purchased 'from 
Automatic Washer Company. . 

The conviction of the defendants is significant in demonstratin'g 
that unscrupulous promoters cannot' evade the registration require
ments of the ,securities Act by ,spurious reliance on exemptions from 
those requirements, and ·tl~ereby ,depr~ve the investing public of full 
disclosure concerning the .affairs of the issuer and its management. 

The convictions of Roy B. Kelly, Cecil V. Hagen, Milton J. Shuck 
and Gulf Coast Leaseholds, Inc., in United States v. Van Allen, et al., 
are also signifi~ant. These ,defendants, nine other individuals, and 
~ight corporations were charged :with' violating, and conspiring to 
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violate the anti-fraud and registration provisioris of the Securities Act 
of 1933 and the mail and wire fraud provisions of Title 18 of the U.S. 
Code in connection with the offer and sale to the public of Gulf Coa'st 
Leaseholds, Inc., stock. 

Evidence adduced during the trial showed that Gulf Coast Lease
holds, Inc., was a small and unprofitable oil company controlled by 
Hagen and Kelly. In September 1954, after unsuccessfully attempting 
to obtain an underwriter for a Gulf Coast Leaseholds stock offering, 
Hagen and Kelly were introduced to John Van Allen. Although Van 
Allen's Lichtenstein investment company, Brandel Trust, had only 
$20.80 in its bank account, he agreed to have it purchase 750,000 shares 
of Gulf Coast Leaseholds stock for approximately $1,300,000. 

Using Brandel Trust as a conduit, Van Allen began distributing 
Gulf Coast Leaseholds stock to the American public even before the 
deal was closed, using the proceeds from these sales to take delivery of 
each successive block of stock from Hagen and Kelly. Facilitated by 
the dissemination of false and misleading information furnished by 
Hagen and Kelly, the distribution of the 750,000 shares to the public 
was completed by September 1955, at prices ranging up to $15 a share. 
When the deal was closed the previous year the stock had been seIling at 
between $1.25 and $1.50 per share. 

Subsequently, Kelly and Hagen caused $2 million of Gulf Coast 
Leaseholds debentures to be issued to Van Allen. However, these 
debentures which were convertible into common stock at the rate of $8 
a share could not be resold until after November 17, 1956, because they 
were purportedly purchased for investment and bore a restrictive 
legend. Accordingly, the defendants, in order to maintain the market 
above the conversion price until that time, were forced to purchase 
Gulf Coast Leaseholds stock on the open market. This stock was 
resold to investors through two boiler-rooms owned by the defendant 
Shuck. The experienced salesmen employed by Shuck utilized every 
high-pressure device to induce unwary investors not only to purchase 
this stock, but to hold it, thereby reducing the floating supply of stock 
on the market. ' 

Eight of the defendants pleaded guilty before or during the trial 
and others were severed for trial. The trial, which began in November 
1962, arid continued until August 8, 1963, produced a transcript con:" 
taining nearly ·18,000 pages of testimony and over 1;000 exhibits. On 
October 8, 1963, the court sentenced the defendants to imprisonment 

. totaling 7Y2 years and $130,000 in fines. 
In addition to the 93 com-ictions obtained during the fiscal year, 

30 convictions were affirmed by appellate courts in 12,cases. A num
, ber of the opinions affirming these convictions are extremely significant 
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to the Commission's enforcement program. Early in the fiscriJ year the 
Court of Appeals for the Second Circuit, in United States v. Ross,2lS 
affirmed the convictions of Howard Ross and' Paul Gordon, salesmen 
for Kimball Securities, a "boiler-room" operation. The court rejected 
the contention of one of the salesmen who made misrepresentations to 
a customer, that he was warranted in relying on the information 
about the issuer given to him by his employer. It noted that even the 
few' days during which the salesman had been employed prior to his 
misrepresentations were enough to "teach anyone. ' .. exactly what 
wa~ going on," and that the literature regarding the issuer prepared 
by his employer "was suspicious on its face to anyone with the slightest 
financial)mowledge." 

Shortly after the affirmance in United States v. Ross, the Court of 
Appeals for the Ninth Circuit, in Farrell v. Ulnited States,26 affirmed 
the convictions of David and Oliver Farrell for violations of the secu
rities fraud, mail fraud and conspiracy statutes in connection with the 
sale of discounted trust deeds and mortgages issued by Los Angeles 
Trust Deed & Mortgage Exchange. The affirmance culminated one 
of the Commission's most intensive investigations and prosecutions in
volving fraudulent mortgage and trust deed promotions. Among 
other things, the court ruled that whether various instruments or in
vestment programs were securities under the Securities Act was to be 
determined under Federal law and on the basis of what the defendants 
represented them to be. 

During the fiscal year the final chapter in the prosecution involving 
the longest trial in the history of Federal criminal law was closed. 
The convictions of Virgil D. Dardi, Robert B. Gravis, Charles Rosen
thal 'and Charles Berman were affirmed by the Court of Appeals for 
the Second Circuit, in United States v. Dal'di.27 The Court rejected the 
contention, that the length of the trial (11 months) was prejudicial, 
stating that: "A multi-defendant stock fraud case, flS involved as this 
one, usually necessitates the delving into many financial transactions. 
Those who participate in such transactions do not slllpply the govern
ment with a simple and clear picture. The picture, even as a jig-saw 
puzzle, only comes into vision by the assembling of hundl:'eds of 
curiously shaped parts, each piece seemingly having no identity until 
it. is fitted into and made.a part of the whole." 

Finally, the Court of Appeals for the Second Circuit also affirmed 
the convictions of Martin Benjamin, an attorney, Bernard Howard, 
an accountant, and Milton Z. Mende in United States v. Ben}amin.28 

""312 F. 2d 61' (C.A. 2, 196:1), cert. den. 375 U.S. 894 (11)63) . 
.. 321 F. 2d 409 (C.A. 9, 1963), cert. den. 375 U.S. 992 (1964). 
'" 330 F. 2d 316 (C.A. 2, 1964). 
28 328 F. 2d 854 (C.A. 2, 1964), eert den. 37.7 U.S. 990 (1964). 
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· The. court ·noted: '''This appeal concerns another' of .those sickening 
financial frauds which so sadly imemoria:Iize the 'rapacity of the .per
petra!:ors .and the gullibility, and. perIuws also the cupidity, \of Jhe 
victims. It isunusual'in that the vehicle, American Equities Corpora-

· tion, owned nothin,g at all-and, in a happier sense, ·in that·the,SEC 
was able to nip the fraud quite early in -the bud." 'Vith respect to 
Benjamin and Howard, the court emphasized ,that "in our complex 

· society the accountant's certificate and the law,yer's opinion can·,be 
·instruments for inflicting pecuniary loss ,more potent than a chisel or 
rthe,crow-bar .. '. ,Congress equal~y could n~t have intended that men 
·holding themselves out as members of these ancient.professions should 
be able to escape criminal liability on a plea of ignorance when ,they 
had shut their eyes to what was plainly to be seen or represented a 

. knowledge they knew they did not possess." 

OFFICE OF PROGRAM PLANNING 

The Office o'f Program Planning was established during'the fiscal 
year. A primary responsibility of the Office during its first year was 
to assist and advise the Commission in the implementation of the 
recommendations of the Special Study of Securities 'Markets. To this 
end the Office participated, in coordination with other Commission 
Offices and Divisions, in the legislative effort which culminated in the 

,Securities Acts Amendments of 1964, in the drafting and evaluation of 
various rules which were proposed and/or adopted by the Commission, 
and in ·counseling with the 'self-regulating agencies on rules adopted 
by the latter. In the latter area, the Office devoted particular attention 
to the standards applicable to seUing practices, market literature and 

· written investment advice. It began an analysis of the over-the
counter market for listed'securities with a view toward measuring the 
impact and effect of trading in listed securities off the national securi
ties exchanges. Toward the end of the fiscal year the Office began 

,preparations for studies to' examine problems involved in' securities 
distributions, and analysis of broker-dealer economics. 

COMPLAINTS AND INVESTIGATIONS 

Each of the Acts' administered by'the Commission specifically au
thorizes investigations to determine ~hether violatioris' of the Fe,deral 
securities laws have occurred. 

The nine regional offices of the Commission, with the as~istance of 
· their respective branch offices, are chiefly responsible for the conduct 
of investigations. In addition, the "Office of Enforcement. of tJ:te Divi
sion of Trading and Markets· of the Commission's headquarters office 
conducts investigations .dealing with matters :of particu1ai.:tnter~st or 
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urgency, either independently or assisting the regionaJ offi'ceil. The 
Office of Enforcement, also exercises, general supervision' over andl 

coordination of the investigative activities of the regional offices. lts 
staff examines and analyzes the investigative findings and recommen
dations of the regional offices and recommends appropriate action to 
the Commission. " 

There are available to the Commission several· sources of information 
concerning possible violations of the provisions of the Feredil.ll secu~ 
rities laws. The primary source of information is complaints by mem
bers of the general public concerning the activities of certain persons 
in securities transactions. The Division of Trading and Markets and 
the regional offices give careful consideration to this information and, 
if it appears that violations of the Federal securities laws may have 
occurred, an investigation is commenced. Other sources of informa
tion which are of assistance to the Commission in carrying out its 
enforcement responsibilities, are the national securities exchanges;.bro
kerage firms, state and Canndian securities authorities, better business 
bureaus, the National Association of Securities Dealers, Inc., and 
various law enforcement agencies. 

It is the Commission's general policy to conduct its investigations 
on a' confidential basis. Such a policy is necessary to effective law 
enforcement and to protect persons against whom unfoun:ded or uncon
firmed charges might be made. The Commission investigates many 
complaints where no: violation is ultimately found to' have, occurred. 
To conduct such inv:estig~tions, publicly would ordinarily; result in 
hardship or embarrassment to many interested, persons and, might 
affect the market for the securities in question, reSUlting in injury to 
investors with no countervailing }:mblic benefits. Moreover"members, 
of the public'would have a tendency to be'reluctant to furnishinforma
tion concerning violations'if they' thought their personal affairs would , 
be made public. Another advantaga' o{confidential investigations is 
tHat persons under suspicion of having violated the law are'riot made' 
a:ware that their activities are under surveillance, since,such,awareness 
might have the effect ,of frustrating or obstructing the investigation. 
Accordingly, the Commission does not generally divu)ge the result of a, 
non public investigation unless it is made a matter of public record in 
proceedings brought before the Commission' or 'in the courts . 
. 'When, it ap'p'~ars that ,'a serious violation 'of~, ~he Federal, securities 

laws has occurred or is ,occurring, a "case" is <?pened and a full investi
g;tti9n is conducted.,:.,Under certain ci~cUlnstancesit becomes,neces
sary' for the Commission to issue a formal order of in vest igati 'on which 
a'pp~i'nts membel:s of. its, staff as officers to ,i~sue"subpoenas, to' take 
testimony und~r 'oath and to r~quir:e t4e.productiqn, of doc)lments. 

• .! 'I." , " . 
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Usually this step is taken when the subjects of the investigation and 
others who may be involved are uncooperative and it becomes neces
sary to use the subpoena power to complete the investigation of the 
case. 

During the ,past year 142 formal orders were issued in connection 
with investigations handled through the Division of Trading 'and 
Markets. In addition, there were 14 formal orders issued upon the 
recommendation of the Division of Corporate Regulation and 12 
upon the recommendation of the Division of Corporation Finance. 
The latter Division conducts certain investigative work in connection 
with the processing of filings under the Securities Act of 1933 and the 
Securities Exchange Act of 1934. ' 

When an investigation has been completed and enforcement action 
appears appropriate, the Commission mn,y proceed in one of several 
ways. It may refer the case to the Department of Justice for crim
inal prosecution. The Commission may also, when appropriate, insti
tute civil proceedings for injunctive relief to halt further violations 
~f law. In that event a complaint is filed in the appropriate U.S. 
district court and the case is presented by a member of the Commis
sion's staff. Finally, if the case is one where the Commission has the 
pO""er to institute administrative proceedings, that avenue may be 
chose~ as the most appropriate under the circumstances. 

The following table reflects in summarized form the investigative 
activities of the Commission during fiscal 1964: 

Inve8tigation8 01 P088ible violations 01 the act8 administered by the Oommis8ion 

Total 

Pending June 30, 1953________________________________________________________________________ 1,081 
New cases_____ __ _ _ ___ _ _ __ _ __ __ __ _ ___ _ _ __ _ _ _ _ __ __ _ _ _ _ _ _ _ _ _ _ _ __ _ _ __ _ _ __ __ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 458 

TotaL _; _ _ _ _ __ ____ __ _ __ __ __ __ _ _ _ _ _ _ _ _ _ _ __ __ __ __ __ _ _ __ __ _ _ _ _ _ _ _ _ __ __ ___ _ _ _ _ _ _ _ _ _ __ _ _ _ __ _ I, 539 
Closed _____________________________________________________________ :______________ __________ _ 612 
Pending at June 30, 1964_____________________________________________________________________ 927 

ENFORCEMENT PROBLEMS WITH RESPECT TO FOREIGN SECURITIES 

The unlawful offer and sale of Canadian securities in the United 
States remained at a very low level in fiscal 1964. For the most part, 
the cooperation of Canadian officials and segments of the Canadian 
securities industry with the Commission has been very good. 

The recent trend toward an increase in fraudulent promotions from 
the Bahamas and Panama continued during fiscal 1964. In dealing 
with these problems, the Commission is experiencing considerable 
success with the new and simplified procedures for obtaining foreign 
postal fraud orderS. The success of this program is due in large meas
ure to the continuing cooperation of the Post Office Department. 
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The Commission is still hampered by jurisdictional problems, in
cluding the status of the Supplementary Extradition Convention with 
Canada.29 

, 

The Commission continues to maintain its Canadian Restricted 
List, which consists of Canadian companies whose securities the 
Commission has reason to believe are being, or recently have been, 
distributed in the United States in violation of the registration require
ments of the Securities Act of 1933. The list and supplements thereto 
are issued to aild published by the press,' and copies are mailed to all 
registered broker-dealers and are available to the public. As a prac
tical matter, most United States broker-dealers refuse to execute 
transactions in such securities. 

Five supplements and a revised cumulative list were issued in fiscal 
1964. Reflecting the more effective enforcement activities here and 
in Canada, it was necessary to add only two names to the list during the 
year, compared with seven names added in fiscal 1963, 9 in fiscal 1962, 
47 in fiscal 1961, and 82 in fiscal 1960. A total of 117 names was de
leted during the year, following compliance with established pro
cedures. The number of names on the list as of June 30, 1964, was, 
139, the smallest in several years. 

The current'list, as of September 30, 1964, follows: 

CANADIAN RESTRICTED LIST 
Abbican Mines, Ltd. 
Adonis Mines, Ltd. 
Alaska Highway Berylllum Venture 
Alouette Mines, Ltd. 
Anuwon Uranium Mines, Ltd. 
Ambassador Mining Developments, 

Ltd. 
Americanadian Mining & Exploration 

Co., Ltd. 
Anthony Gas and Oil Explorations, 

Ltd. 
Associated Livestock Growers of On
, tario, 

Atlantis Industrial Development Co., 
Ltd. 

Autofab, Ltd. 
Ava Gold Mining Co., Ltd. 
Barite Gold Mines, Ltd. 
Bayonne Mine, Ltd. 
Bengal Development Corp., Ltd. 
Black Crow Mines, Ltd. 
Blue Spring Explorations 
Bonwitha Mining Co., Ltd. 
Burbank Minerals, Ltd. 

Cable Mines and Oils, Ltd. : 
Caesar Minerals, Ltd. 
Cameron Copper Mines, Ltd. 
Canol Metal Mines, Ltd. 
Canford Explorations, Ltd. 
Cartier Queuec Explorations, Ltd. 
Central and Eastern Canada Mines 

(1958), Ltd. 
Centurion Mines, Ltd. 
Consolidated Exploration & Mining 

Co:, Ltd. 
Consolidated Woodgreen Mines, Ltd. 
Crusade Petroleum Corp., Ltd. 
Day jon Explorers, Ltd. 
Devonshire Mining Co., Ltd. 
Devonshire Mining Syndicate 
Dolmac Mines, Ltd. 
Dominion Fluoridators, Ltd. 
Dominion Granite and Marble, Ltd. 
Elk Lake Mines, Ltd. 
Explorers Alliance, Ltd. 
Fairmont Prospecting Syndicate 
Federal Chibougamau Mines, Ltd. 
Foreign Exploration Corll., Ltd. 

20 See 26th Annual Report, pp 202-203 for a description of some of these problems. 
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. CANADIAN: RESTRICTED, LIST-Continued 
Foit Hope Grubstake, The 
Franksin Mines, Ltd. 
qasjet Corp:, Ltd: 
Genex Mines, Ltd. 
G~oray Prospe~ting Syndicate 
Golden Algoma Mines, Ltd. 
Guardian Explorations, Ltd. 
Haitian Copper Mining Corp., Ltd. 
Hallmark Explorations, Ltd'. 
Ibsen Cobalt-Silver M'ines; ·Ltd. 
International Claim'Brokers, Ltd. 
Irando Oil and Exploration, Ltd. 
Jack Haynes Syndicate 
Jaylac Mines, Ltd. 
Kateri Mining Co., Ltd. 
Keele Industrial Developments; Ltd. 
Kelkirk Mines, ·Ltd. 
Kelly-Desmond Mining Corp., Ltd. 
Kenilworth Mines, Ltd. 
Kennam~nt Development Corp., Lt'd; 
Key West Exploration Co., Ltd. 
Kimberly Copper Mines, Ltd. 
Kipwater Mines, Ltd. , 
Kordol Explorations, Ltd. 
Korich Mining Co., Ltd. 
Kukatush Mining Corp. 
Kuskokwim Grubstake 
Ladysmith.Explorations, Ltd. 
Leader Mining Corp., Ltd. 
Mack Lake Mining Corp., Ltd. 
Maple Leaf 'Investing Corp., Ltd~ 
March Minerals, Ltd. 
Marian Lake Mines, Ltd. 
Marpoint Gas & Oil Corp:, Ltd, 
Megantic Mining Corp. 
Merrican International Mines, Ltd. 
Midas Mining Co., Ltd. 
Mid-National Developments, Ltd. 
Milmar-Island Mines, Ltd. '" 
Milldale Minerals, Ltd. 
Mina-Nova Mines, Ltd. 
Missile Metals and Mining ,Corp., ·Ltd. 
Monarch Asbestos Co., ·Ltd. 
Montclair Mining Corp., Ltd. 
Nationwide Minerals, Ltd. 
Natto Mining Co., Ltd. 
New 'Campbell Island Mines, Ltd. 
New Hamil Silver-Lead Mines, Ltd. , 
New Mallen Red Lake Mines, Ltd. 
New Surpass Petrochemicals, Ltd. 
Norbank E~plorations, Ltd. " 

c. "NOl;tli' Eake·Mines, Ltd. 
North Tech Explorations, Ltd. 
Northport.Mineral Explorers, Ltd. 
Nu-Gord Mines, Ltd. 
Nu-World Uranium Mines, Ltd. 
Olympus Mines; Ltd, 
Outlook Explorations, Ltd. 
Peace River Petroleup1s, Ltd. 
Prestige Lake Mines, Ltd. 
Rambler Exploration Co., Ltd. 
Regal: Mfning &. Development, Ltd. 
Revere Mining Corp., Ltd. 
Roberval Mining Corp. 
RockJ,'oft. Explorations, Ltd. 
Rothsay Mines, Ltd. 

, St. Anthony Mines, Ltd. 
St: Lawrence Industrial Development 

Corp:' 
Ste. Sophie Development Corp. 
St. Stephen Nickel Mines, Ltd. 
Sastex 'Oil and Gas, Ltd. 
Savoy Copper Mines, Ltd. 
Slco Mining Corp., Ltd. 
Sinclair Prospecting Syndicate 
Strathcona Mines, Ltd. 
Sturgeon Basin Mines, Ltd. 
Success Mines, Ltd. 
Sudbay Beryllium Mines, Ltd. 
Tabor Lake Gold Mines, Ltd. 
Taiga Mines, Ltd. 
TerritorY'Mining Co., Ltd. 
Trans-Leduc Oils, Ltd. 
Trans Nation Minerals, Ltd. 
Trans-Oceanic Hotels Corp., Ltd. 
Trenton Petroleum & Minerals, Corp .• 

Ltd: 
Triform Explorations, Ltd. 
Triform Explorations (B.C.)', Ltd: 
Tumac Mining & Developme.nt Co .• 

Md. 
Turbenn Minerals, Ltd. 
Turzone Explorations, Ltd. 
Tyndall Explorations, Ltd. 
Upper Unguva Mining Corp., Ltd. 
Ver-Million Gold Placer Mining, Ltd: 
Vimy Explorations, Ltd. 
Western Allenbee 'Oil a,rid Gas 'Co., 

Ltd. 
Windy Hill Mining Corp. 
Wingdam & Lightning Creek Mining 

. Co., Lt?-. " 

. Yukon Prospectors' Syndicate 
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SECTION OF SECURITIES VIOLATIONS 

As a part of its enforcement program, the Commission maintains a 
Section of Securities Violations whose purpose is to aid the detection 
and prevention of fraud ill securities transactions. The Section main
tains files which provide a clearinghouse for other enforcement agen
cies for information concerning persons who have been charged with 
or found in violation of various Federal and state securities statutes. 
The information contained in these files is kept current through the 
cooperation of various governmental and nongovernmental agencies, 
including the U.S. Post Office Department, The Federal Bureau of 
Investigation, parole and probation officials, state securities authori
ties, Federal and state prosecuting attorneys, the National Association 
of Securities Dealers, Inc. (NASD), better business bureaus and 
chambers of commerce. At the end of the fiscal year the files con
tained information concerning 71,740 persons or firms against whom 
Federal or state action had been taken in connection with securities 
violations. During the year items of information concerning 8,599 
persons or firms were added, including information as to 3,062 persons 
or firms not previously identified in these records. A total of 9,538 
names was deleted, since the information concerning them was believed 
to be obsolete. 

The Section issues and distributes to officials of cooperating law 
enforcement and other agencies in the United States and Canada a 
quarterly securities violations bulletin containing information received 
during the period concerning alleged and actual violators and showing 
new charges and developments in pending cases. The bulletin includes 
a "wanted" section listing the names of persons wanted on securities 
violations charges, and references to bulletins containing descriptive 
information regarding them. It also includes a section reporting 
NASD disciplinary actions which resulted in the expulsion or sus
pension of an association member, or in the revocation or suspension 
of the registration of a. representative of a member. This section of 
the bulletin identifies the. disciplined member or representative and 
briefly describes the N ASD's ffudings. 

Extensive use is made of -the information available in the files of 
the Section of Securities Violations by regulatory and law enforce
ment officials. Each year numerous requests are received for special 
reports on individuals, in addition to the information supplied by the 
quarterly bulletin. During -the fiscal year the Commission received 
and disposed of 3,17 4 ~'securities violations" letters or reports and dis
patched 733 communications to cooperating agencies. 
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APPLICATIONS FOR NONDISCLOSURE OF CERTAIN INFORMATION 

The Commission is authorized under the various Acts administered 
by it to grant requests for nondisclosure of certain types of informa
tion which would otherwise be disclosed to the public in applications, 
reports or other documents filed pursuant to these statutes. Thus, 
under paragraph (30) of Schedule A of the Securities Act of 1933, 
disclosure of any portion of a material contract is not required if the 
Commission determines that such disclosure would impair the value of 
the contract and is not necessary for the protection of investors. Under 
Section 24 (a) of the Securities Exchange Act of 1934, trade secrets 
or processes need not be disclosed in any material filed with the Com
mission. Under Section 24 (b) of that Act, written objection to public 
disclosure of information contained in any material filed with the 
Commission may be made to the Commission which is then authorized 
to make public disclosure of such information only if in its judgment 
such disclosure is in the public interest. Similar provisions are con
tained in Section 22 of the Public Utility Holding Company Act of 
1935 and in Section 45 of the Investment Company Act of 1940. These 
statutory provisions have been implemented by rules specifying the 
procedure to be followed by applicants for a determination that public 
disclosure is not necessary in a particular case. 

The number of applications pending and the action taken on them 
during the year are set forth in the following table: 

Application8 for nondisclo8ure during 1964 /i8caZ year 

Number .. Number Number 
pending Number Number denied or pending 
July I, received granted withdrawn June 30, 

1963 ·1964 

Securities Act of 1933 d •••••••••••••••••••• 3 28 24 5 2 
Securities Exchange Act of 1934 • .•••••...• 7 37 33 8 3 
Investment Company Act of 1940 ' ••. _._ .. 3 20 19 1 3 

Totals _______________________________ 
13 ·85 76 14 8 

d Filed under Rule 485. 
• Filed under Rule 24h-2 . 
• Filed under Rule 45a-l. 

ACTIVITIES OF THE COMMISSION IN ACCOUNTING AND AUDITING 

The several Acts administered by the Commission recognize the 
importance of dependable informative financial statements which 
disclose the financial status and earnings history of a corporation or 
other commercial entity. These statements, whether filed in compli
ance with the requirements under those statutes or included in other 
material available to stockholders or prospective investors, are indis': 
pensable to investors as a basis for investment decisions. The Con
gress, cognizant of the fact that such statements lend themselves 
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readily to misleading inferences or even deception, whether or not 
intended, included express provisions in the various Acts with respect 
to financial information required to be disclosed. Thus, for example, 
the Securities Act requires the inclusion in the prospectus of balance 
sheets and profit and loss statements "in such form as the Commission 
shall prescribe" 30 and authorizes the Commission to prescribe the 
"items or details to be shown in the balance sheet and earnings state
ment, and the methods to be followed in the preparation of ac
counts ... " 31 Similar authority is contained in the Securities 
Exchange Act,32 and even more comprehensive power is embodied 
in the Investment Company Act 33 and the Public Utility Holding 
Company Act.34 

Pursuant to the broad rulemaking power thus conferred with respect 
to the preparation and presentation of financial statements, the Com
mission has prescribed uniform systems of accounts for companies 
subject to the Holding Company Act ;35 has adopted rules under the 
Securities Exchange Act governing accounting for and auditing of 
securities brokers and dealers; 36 and has promulgated rules contained 
in a single comprehensive regulation, identified as Regulation S-X,31 
which governs the form and content of financial statements filed in 
compliance with the several Acts. This regulation is supplemented by 
the Commission's Accounting Series Releases, of which 99 have so far 
been issued.3s These releases were inaugurated in 1937 and were 
designed as a program for making public from time to time opinions 
on accounting principles for the purpose of contributing to the devel
opment of uniform standards and practice in major accounting ques
tions. The rules and regulations thus established, except for the 
uniform systems of accounts which are regulatory reports, prescribe 
accounting principles to be followed only in certain limited areas. In 
.the large area of financial reporting not covered by such rules, the 
Commission's principal means of protecting investors from inadequate 
financial reporting, fraudulent practices and overreaching by manage-

.. Sections 7 and 10(a) (Schedule A, pars. 25, 26) . 

., Section 19 (a). 
82 Section 13(b)" 
.. Sections 30, 31. 
.. Sections 14, 15. 
M Uniform System of Accounts for Mutual Service Companies and Subsidiary Service 

Companies (effective August 1, 1936); Uniform System of Accounts for Public Utility 
Holding Companies (effective January 1, 1937; amended effective January 1, 1943; 
revised November 24, 1959). (Accounting Series Release No. 84.) 

sa Rule 17a-5 and Form X-17 A-5 thereunder. 
S7 Adopted February 21, 1940 (Accounting Series Release No. 12) ; revised December 20, 

1950 (Accounting Series Release No. 70). 
. sa Releases 98 and 99 were Issued during the year, the former being an Interpretation 
of the recordkeeping rules as applied to broker-dealer underwriters of Investment com
pany shares and the latter dismissing proceedings under Rule 2 (e) of the Commission's 
Rules of Practice against an accounting firm. 
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ment is by requiring a certificate of an independent public accountant, 
based ,on an audit performed ,in .accordance with generally accepted 
auditing standards, which expresses ,an opinion as to whether the 
financial statements are presented fairly in conformity with account· 
ing principles and practices which 'are recognized ,as sound and which 
have. attained general acceptance. ' 

. The Securities Act provides that the financial statements required 
to be ,~ade available to the public through filing with the Commis
sion 1sha11 be 'certified by "an independent ,public or certified account
ant." 3~ ,The.·other three statutes ,permit the .Commission to require 
that such.~tatements'be accpmpanied by a certificate of an independent 
public accountant,40 and the Commission's rules require, with minor 
exceptions, t~lat they be so ·certified. The value of certification by 
qu~lified accountants :has ·been . conceded for many years, but the re
ql!irE}ment as' to independence, ,long. -recognized and adhered to ·by 
some individual accountants, ,was for ,the first time authoritatively 
and. explicitly -introduced -into law in 1933. Under the·Commission's 
rules, an. aQcpuntant who is qualified to practice in his own state is 
qua)ified to practice ·beforethe Commission unless 'he has entered into 
disqualify:ing .relationships with;a particular,client, such·as becoming 
a, promoter, undenvriter, voting 'trustee, director, officer, employee, or 
'$tockholder; 41 has,' demonstrated incompetence or subservience to 
managen:tent; or ,hU$engaged in ,unethical or imprQper professional 
,conduct.42 , 
: .The Commission endeavors to encourage and Toster the independence 

of ,the acco.l.llltant,i~ his ,relationships with his·client ,so that he may 
better 'be.,able ,to .perform ,the ,service to the public contemplated by 
the,.Go~gI:ess in, -the )various Ac.ts··administered by the Commission. 
Because'-of'his ,special '\'ltatus and .responsibility, the accountant has a 
unique opportunity to be a leader in raising standards of. investor 
prQtection: The financial statements provide the .key information 
both iIhthedistribution and trading of securities. The work of the 
accountant in their preparation and publication is vital. Independ
ent accountants lend authority to management's representations ,by 
their opinions as experts, and they operate as a check on ·management 
in assuring that the financial data are fairly presented in accordance 
with. generally ·accepted accounting 'principles; . . 
.. 'The ·C,ommiss.ion,is v~gilant in .its' efforts to ,aSSllre itself that. t}:le 
audits which it requires'are .per.:for~ed 'l:>Y ,independentaccouRtants; 

3D Sectlon~ 7 and lO(~j '(SChedule A. pa~s. ;5, 2(1): 
•• Securities .Exchange Act, Sec, 13(a) (2)t; ,.Investment 'Company Act. Sec. ,30(e) : 

Holding Company Act, Sec. 14. 
, u:See. f~r exall)ple. ~ule 2-01 of Reg .. S-X . 
., Spe Rule 2 (c) of Rules of Practice. 
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tllll;t'~he inform~tion contained: in. the financial reports represents full 
and f~ir' disclosure; and ·that .. appropriate ·auditing. and: accounting 
practices and standards.have been' followed in their preparation., In 
addition, it recognizes.that changes and new. developments in financi~l 
a~d ~cono~c conditions affect the operations and'financiahtatlls of the 
severa~ ,thousand commercial and industrial companies required to file . 
statements with the Commission and that accounting and auditing 
procedures .cannot remain static and, continue to serve well'a dynamic 
e~(momy. Tl~e Commission's( accounting staff, therefore, studies the 
changes and new developments for the purpose of establishing and 
maintaining appropriate accounting and auditing policies, procedures 
and practices for the protection of ,investors. \ The.primary responsi
bility for this program rests. with the Chief Accountant of the Com
mission, ,w,ho has general.supervision with respect .to:accounting and· 
auditing poJicies and· their· application~ 
Progr~ in ·these activities requires.continuing contact and consulta

tion between the staff and accountants :both individually and through 
suc~ representative groups as, among. others, the American- Account
ing Association, the American Institute of. Certified Public 'Account
ants, the American Petroleum Institute, the· Einancial ·Analysts 
Federation, the Financial Executives Institute, and the NationalASso
ciation of Railroa<;l and 1 ,Utilities, COlinp.issioners,· as well as many 
Government agencies. Recognizing' the importance of. cooperation' in 
the formulation of accounting principles and practices, adequate dis-. 
closure ap.d auditing procedures which will. best serve·the interests of 
investors, the.American.Institute·of.Gertified Public Accountants, the 
F,inancial Analysts Federation and ·.the Financial Executives Insti-. 
tl.].te appoint committees/which maintain liaison with the'Commission?s 
staff. .' 

. . -

, The Commission on· its part has authorized.its Chie'f Accountant to 
continue to serve a~,a: meinber of an advisory committee to the Account
ing Principle Board of· the American . Institute 'of. Certified PubliCI 
Accountants. This com:lIl;ittee has.been serving as adviser to the Insti~' 
~ute's Director of·Researchtwho.has.been engaged in making an inven
tory of accounting principles 'and practices recognized by. the' 
accounting pr.ofession and currently,in use.,' The work on this inv.en~· 
tory is. nearing, completion and w:ill be published soon by ,the Institute. 
The Chief Accountant has also served on a somewhat similar:commit
tee of the American Accounting Association~ ') . '. J: 

J'he many:daily decisions to be made which require the attention of. 
members of the Chief Accountant's staff include queStions raised by 
the 'oper~ting .. divisi()lls of· ,the Commission; :the regionai .offices, and, 
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the Commission itself. As a result of this day-to-day activity and the 
need to keep abreast of current accounting problems, the Chief Ac
countant's staff continually reexamines accounting and auditing prin
ciples and practices. From time to time members of the staff are 
called upon to assist in field investigations, to participate in hearings 
and to review' Commission opinions insofar as they pertain to account
ing matters. . 
, Prefiling and other conferences, with officials of corporations, prac
ticing accountants and others are also an important part of the work 
of the staff. Resolution of questions and problems in this manner 
saves registrants and their l;epresentatives both time and' expense. 
The 1964 amendments to the securities acts will bring into contact with 
the 'Commission many heretofore "unregulated" companies. Un
doubtedly, in many cases, the, accountant will be a primary, bridge 
between the issuer and the Commission. The accountant will be called 
on to advise on the establishment of systems and controls which will 
promote the, most effective and comprehensible form of compliance. 
A little-foresight can avoid many unnecessary, and possibly:eriibarrass-' 
ing;'problems., For example; when it is contemplated that a company 
will. 'have to register in the future-as when the shareholder limit 
under the 1964 amendments drops to 500 after ,about 2 years-the 
appropriate internal controls should be established now to avoid poten
tial' problems which might preclude the issuance of an unqualified 
certificate. ' 
:, Many specific accounting and auditing problems are found in the 
examination of financial statemerits required to'be filed with the Com
mission. ,'Where examination reveals that the rules alid-regulations 
of: the Commission have not' been complied with or that' applicable 
generally accepted accounting principles have not been adhered to, 
the examining division' usually notifies the registrant by an informal 
letter of comment. These letters of. comment and the correspondence 
or'conferences that follow- continue to 'be a most convenient and satis
factory method of effecting corrections and ,improvements in finan
cial statements, both' to registrants and to the Commission's staff. 
Where particularly difficult or novel questions arise which'cannot be 
settled by the ,accounting. staff of the divisions and by the Chief 
Accountant, they are' referred to the Commission for consideration 
and decision. 

Difficulties often arise in connection' with initial filings 'because 
accountants and other advisers who'serve the registrant have not had 
any prior experience with the Commission. ' In 'some ca'ses these per
sons have:ndt'lfainiliarized themselves with the'rules and regulations 
of the Commission-particularly the instructions ~s to finap.ci~~ ,!3tate-
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ments'required by the forms, the rules relating to independence of the 
certif:Ying accountant, 'and those relating to the form and content of. 
finan·cial statemerits as set forth in Regulation S-X. In an effort to, 
improve this situation several members of the accounting staff of the 
Commission participated in a course on filings with the Commission, 
at the invitation,of the sponsor, the American Institute of Certified 
Public Accountants. This course, first offered in 1963,'has been given 
in Chicago, Los Angeles, Milwaukee, New York, San Francisco, Wash: 
ington, D.C., and elsewhere. In addition the Chief Accountant and 
other members of the staff ·have addressed accounting groups in many: 
cities· on the financial· reportirig requirements of the ,securities acts. 
This work is continuing and it is believed should facilitate the adjust
ment ·of companies becoming subject to those acts for the,first time as 
a ~result of the 1964 amendments of the Securities Exchange Act 
of 1934. ' 

·During the year the Office of the Chief Accountant devoted con- : 
siderable time to the various aspects of the 1964 amendments; and in 
response toa specific request of the Sub-committee ·on Commerce and 
Finance of the Committee on Interstate and Foreign Commerce; Rouse 
of Representatives, prepared a ·memorandum on R.R., 6789 and R.R. 
6793'which was' included· in the record on those bills. This memo
randum set forth what the' Commission understands 'to be. some of· 
th~ areas of accounting where alternative praCtices could produce 
materially· different results under generally accepted accounting prin- . 
ciph~s and included a/statement as to the COInmission's policy with 

. respect to financial reporting. . 
The st~ff of the Chief Accountant's Office and the:staff of the Office 

of Program PhinilUlg,had several conferences during fiscal 1964 with' 
representatives of the New York Stock Exchange for the purpose of 
securing information necessary for a better understanding of ,the 
Stock Exchange's commission rate structure and leveL As recom
mended"by the ~pecial Stu~y,4S the Income.and Expense Report de
veloped by the 'Exchange was reviewed to determine whether that 
report could be revised to be more useful as a basis for studies by thifl 
Commission and the Exchange. ' . , 

Representatives from the Chi~f Accountant's Office, the New York 
Stock Exchange, apd its consultants Price Waterhouse & Co., and the 
two odd-lot member' 'firms conferred and made field investigations 
for the purpose of determining how the recommendation of the Spe
cial Study to· the effect thaf "The New York Stock Exchange should 
recognize and meet its respon·sibility to regulate odd-Iot·diffcrentials" 

43 Report of SpecIal Study of Securities Mnrkets of the' Securities and Exehange Com
mission, 88th Cong., 1st Sess., H. Doc. No. 95, pt. 2, p. 349. 
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should be implemented. 44., These persons r:;tudied the operating' meth
ods and financial data of odd~lot dealers for the purpose of developing. 
a financial report.'w hich will 'reflect the. income and' expenses of the: 
odd-lot functions of brokers and' dealers in this area of the securities 
market. 

Conferences were. held between members of the Commission's staff 
from the Division of ·Trading and Market~,. :certain regional offices, 
and the Office ofthe Chief Accoun~ant and representatives of the New 
York and Midwest Stock Exchanges; arid representatives. of the Amer
ican Institute of Certified Public ACcountants, to consider:a proposed. 
revision of Form X-,17A-5, the-annual repqrt of financial·condition· 
required to be filed by certain brokers and dealers pursuant to Section' 
17. of the Securities Exchange Act of 1934. This form is being revised 
to meet 'changing conditions and practices in. the securities industry 
and expanded and clarified for its use by small brokers and dealers . 
not fully familiar with, stock exchange _practices .. 

·Cooperation between the Office. of the Chief .Accountant. and. the 
Division of· ,Corporate ·Regulation . resulted .i.J;l a prop9sed. new.rule 
and a proposed revision of annual report Form 'N-30A-1 under the 
Investment Company Act of 1940.~5 ,The proposed new, rule, Rule 
2a-4, defuies procedures to be followed in the .periodic calculation of 
the net asset value ·of any redeemable security issued by a register~ . 
investment companjr for the purposes of distribution,. redemption, : 
and repuichase:o£ such redeemable: l?eclirity. " fI'he proposed re.vision 
of annu;tl 'report· Fo~. N.:...30A-l ,which ,is filed w~th the Commission. 
by' registered management investment companies will'require an ac
countant, in addition, to certifying the finan~ial statements .in such 
repOrts, to assume varying degrees of, resPQ:r;lS~~ility -as to the .fair 
presentation of information ,pres~nted.in ,many other'item!'?" e.g.,' asset 
coverage ~f Senior Securities, portfolio t~rnover ,rates, and. with re
spect to items in the minutes relating to, fina~cial matters. 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
,J • ',I',., f 1 1 ., I , : '. 

Sectio~, 15 of the Bretton }"!"opqs Agr~m,en'-ts --,;\ct, .as amende~, ex
empts from registration under both the ~ecurities --';\c~ ~f ~933·and th~. 
Securities Exchange Act q~ 1934,_ securities i~sued, or guarap.t~9- as 
to. both principal a~d interest, by the Ip.ternf1t!0n~~ B~p.k for ~on
struction' and Development.. The Bap.k. is requi~ed, to file with the 

• '1 J J • . ' 

CommisSion such annual-and other reports with respect to such securi-
ties ,a,~the Commissio~, si~.all :de~e-rmi~e to be appropriate in view of the. 
spe~ial character.of the Ban)\: .~~A i,ts operations and necessary in the 

.. Ibid., p, 202, 

.. The announcement of. the~e proposals waSj made shortly after ·the clos.e' of the fiscal 
year. 
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public interest or for the protection of investors. The Commission 
has, pursllant to the above authority, adopted rules,requiring the Bank 
to file ,quarterly reports and als~ to. file copies of each annual report 
of the Bank to its Board of Governors. The Bank is a~so"required to. 
~le reports with the CQmmission ip. advance of any distributiQn in the 
United States of its primary obligatiQns. The CQmmissiQn, acting 
iii consultation with the National AdvisQry CQuncil on International 

, Monetary and ,Fin'ancial ?~oblems, is' a uth~rized 'to suspend 'th~ ~iemp
tion at any time as to any Qr all securIties issued, Qr ,guarante~d by 'the 

, j",' , 

Ba~ duripg the period of such s~spensi,on. " ' " , , 
During the J3ank's last, fis~al. Yjear ending J u~e 30, 19!>4, the Banlr 

made 37 IQans totaling $80~.9 milliQ~, cQmpared with a total of $448.:7 
_mil~lon last year. The IQan,~ were 'made in Algeria, Chile ,( byo. lo~ns), 
China, Co.lombia ,( two. .lQans), Oo.s~a Rica, Denmark, EcuadQr, EI 
Salvador,', Ethio.pia" Fi~land, Iran, J a'pan '( two. IQ~ns), Lib~ria, Ma
laysia (two. IQans), Malta, Mauritius, Mexico~ New Zealand (two. 
IQans), Nigeria, NQrway, ,Pakistan (three IQans), Peru (two. lo.ans), 
PQrtugal (twO. loans) , Spain, Tha~la:nd, Tunisia, Venezllela, and Yugo.
slavia. This b'rQught tlie tQtal nmnber' Qf IQans to. 386 in 73 cQuntries 
and territQries and, raised the grQSS to.tal Qf cqmmitments to. $7,931.3 
millio.n. By June 30, 'as a resulto.f canceilatiQns, exchange adjust
ments, repayments and sales Qf loans, the PQrtiQn o.f lQans signed still 
retained by the Bank had been reduced to.' $5;191.9 millio.n. 

During the year the Bank SQld o.r agreed to. sell $173.3 milliQn prin
cipal amQUnts Qf lQans, CQmpared "'ith sales of $273.3 milliQn last year. 
On June 3'0, the to.tal Qf such sales was $1,778.6 milliQn, Qf which all 
except $69 milliQn had been made' withQut the Bank's guarantee. 

On June 30, the Qutstanding funded debt of the Bank was $2,491.8 
milliQn, reflecting a net decrease Qf $27.4 milliQn in the past year. 
During the year, 'the funded' debt was increased by $104.5 million 
'thrQugh the private placement Qf a $100 milliQn United States dQllar 
bond issue and the delivery Qf,$4.5 milliQn of bQnds which had'been 
subject to. delayed delivery' arrangements. 'The debt was decreased by 
$131.9 milliQn as a result Qf the maturing Qf the equivalent Qf $107.8 
milliQn Qf bQnds and Qf sinking fund and purchase fund transactiQns 
amo.unting to $24.1 inillion. ' ' 

During the fiscal y~ar the fo.llowirig'17 cQuntries became members of 
the Bank ': Algeria, BuruI!-di, CamerOQn, Central' African Republic, 
Chad, CQngo. (Brazzaville)"CQngQ (LeQPQldville), DahQmey, Gabo.n, 

'Guinea, Kenya, Malagasy Republic, Mali, Mauritania, Rwanda, Trini
'dad and TQbago, and Uganda: S~bscribed "capital' amQunted to. 
$21,186 millio.n Qn June 30, 1964. ' ' 
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INTER-AMERICAN DEVELOPMENT BANK _-

The Inter-American Development Bank Act, which authorizes the 
United States to participate in the new Inter-American Develop

'ment Bank, provides an exemption 'for certain securities which may'be 
'issued by the Bank similar to that provided' for securities of the Inter
national Bank for Reconstr~ction and Developm,ent. Acting' pur
suant to this authority, the Commission adopted, Regulatio~ lA, which 
requires the Bank to file with the Commission substantially the same 
information, documents and reports as are required from the Inter
national Bank for Recopstruction and Development. The Bank is 
:also'required to file a report with the Commission prior to the sale of 
'any of its primary obligations to the public in the United States. 

During the year ended June 30, 1964, the Bank made 22 loans total
'ing the equivalent of $119,977,000 from its"ordinary capital resources, 
'bringing the gross total of loan commitments outstanding at June 30, 
to 89, aggregating $413,!'i09,123. ,During the year, the Bank soid or 

'agreed to sell $6,273,524 in participati9ns in the ' aforesaid loans, all of 
-such participations 'being without'the guarantee of the ~ank. The 
,loans from the Bank's ordinary capital resources were made in Argen
'tina, Brazil, Chile, Colombia, Dominican Republic, Ecuador, Guate
mala, Mexico, Peru,'and Uruguay. 

During the ,year the Bank also made six loans from its Fund for 
Spec~al Operations totaling the equivalent of $7,610,000, bringing the 
gross total of loan commitments outstanding at June 30, to 39, aggre
gating $126,521,687. Participatrons in five loans in- the aggregate 
amount of $1,645,058 were sold during the year without the guarantee 
of the Bank. The Bank made 17 loans during the year from the Social 

,Progress Trust Fund, which it administers under an Agreement with 
the-' :United States, aggregating $38,435,000, bringing the gross total 
.of loan corrunitments outstanding at .June 30, to 81, aggregating 
$386,34:7,000. 

During t.he year the Bank made its second sale of its primary'obli
'gations in the United Stat~s with a public issue of dollai· bonds in the 
amount of $50 million. , 

The outstanding funded debt of the Bank on June 30, 1964, \vas the 
equivalent of $149,193,548,eomposed of $125 million resulting from 

,two sales 9f dollar bonds and Italian lire equivalent to $24,193,548 
result.ing from the sale of bonds in Italy in April 1962. 

The subscribed ordinary capital of the Bank on June 30, 1964, was 
,the equivalent of $813,160,000, of which $431,580,000 represented 
callable capita1. 



THIRTIETH ANNUAL REPORT 151 

STATISTICS AND SPECIAL STUDIES 

During the past fiscal year the Office of Statistical Studies (formerly 
Branch of Economic Research) continued its regular work in connec
tion with the statistical activities of the Commission and the overall 
Government statistical program under the direction of,the,Office of 
Statistical Standards, Bureau of the Budget. 

The statistical.series described below are published in the Commis
sion's Statistical Bulletin and in addition, except for data on registered 
issues, a~d on, corporate pension funds, current figures and analyses 
of the data are published in quarterly press releases. 

Issues registered under the Securities ACt of 1933 

Monthly'statistics are compiled on the n:umber and volume of regis~ 
tered securities; classified by industry of issuer, type of security, and 
use of proceeds. Sunmlary'statistics for the years 1935-64 are given 
in Appendix Table 1 and detailed statistics for the fiscal year 1964 
appear in Appendix Table 2. ' 

New Securities Offerings 

This is' a-monthly and quarterly series covering 'all new corporate 
and noncorporate issues offered for cash sale in the United States. 
The serie~ includes not only issues publicly offered but also issues 
privately placed, as well as other issues exempt from registration 
under the Securities Act such as intrastate offerings and railroad se
curities. The offerings series includes only securities actually offered 
for cash sale, and only issues offered''£or account of issuers. Annual 
statistics on new offerings for recent years as well as monthly 'figures 
from ,January 1963, throllgl~ .June 1964, are given in Appendix Tables 
8,4,and5. ' I 

Estimates of the net cash flow through securities transactions are 
prepared quarterly and are derived by deducting from the amount of 
estimated gross proceeds recei,-ed by corporations through the sale of 
securities the amoUl).t of estimated gross payments by corporations to 
investors for securities retired. Data on gross issues, retirements and 
net change in securities outstanding are presented for all corporations 
and for the principal industry groups. " 

Individuals' Saving 

The Commission compiles quarterly estimates of the volume and 
composition of individuals' saving in the United States. The series 
represents net increases in individuals' financial assets less net in
creases in debt. The study shows the aggregate amount of saving and 
the form in which the saving occurred, such as investment in securities, 
expansion of bank deposits, increases in insurance and pension re~ 
serves, etc. A reconciliation of the Commission's estimates with the 
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personal saving estimates of the Department'of'Commerce, derived in 
connection :with its, national' income series, is published amlUally by 
the Department of Commerce aS,well as in the Securities and Exchange 
Commission ~tatistical Bulletin. 

Private Pension Funds 

.An annual survey is made of private pension plans other than those 
administered by insurance companies, showirig the flow of money into 
these funds, the types bf assets ill 'which'the funds are invested and the 
principal items of income,and expenditures. A new quarterly survey 
has been initiated in cooperation with certain large bank trustees and 
corporations to obtain quarterly figures on pension fund assets and 
stock trans\tctions, and similar'figures,ar~ being collect~d from prop
eI1-y and casualty, iJ;l~urance companies. This informati9ll is to be 
combined witp., fltatistics, ,on, jnvestments 9f other financial interme
diaries, a:nd it i!5 planned that the d,ata will be published in' the ,cl1rrent 
fiscal yeai. 
Financial Position or Corporations 

The series on the ,working ,capital position of all United States cor~ 
porations, excludi~i.~a~s, insurance compll,nies and savings and loan 
associations, shows the principal, cqmponents, of current assets and 
liabilities, and also, contains an abbrevi~ted analysis of the sources 
and uses, of corporate funds. ' 
, '1.'he ,Commission, jointly w'ith, ~he Federal Trade Commission, COID

pi~es a qua~-t~rly financial repo~.of all United States manufacturing 
concerns. , This report gives complete balance sheet data and an abbre
viated income account, data being classified by industry and size of 
company. 
Plant and Equipment Expenditures 

" The Commission, together with the Department of Commerce, con
ducts quarterly and annual surveys of actual and anticipated plant and 
equipment expenditures of all United States business, exclusive of 
agriculture: After the close of each quarter, data are released on actual 
capital expenditures of that quarter and anticipated expenditures for' 
the next two quarters. In addition;· a survey is made at the beginning 
of each year of the plans for business expansion during that year. 

Directory or Rei;istered Cmnpanies 

, J'he 'Commission annually publishes a listing of companies required 
-pO file annual reports under the Securities Exchange Act of 1934. I? 
ad9-ition 'to an alphabetica'I -listing, there is a listing of companies by 
industry group classified according to The Standard lndu,strial Classi-
ficati9n Manual. ' 
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Slock Market Data 

" The Office of Statistical Studies regularly' 'compiles statistics on 
the market value and volume of sales on registered and exempted 
securities exchanges, round -lot stock transactions on the New York 
exchanges for accounts of members and 'nonmembers, odd-lot stock 
transactions on the New York exchanges, special offeringS and second
ary distributions. Data on round-lot and odd-lot trading on the two 
New York exchanges are released weekly. The other statistical data 
mentioned above, as well as these'weekly series, are published regularly 
in the Commission's StatisticaI,Bulletin. 

OPINIONS OF THE COMMISSION 

Administrative proceedings under the statutes administered by the 
Commission and under its Rules of Practice generally involve a hear
ing before a hearing examiner and culminate in the issuance of an 
opinion by the Conimission. Under' a modified procedure adopted 
during the' fiscal year and applicable to proceedings initiated on or 
after August 1, 1964, the Commission will adopt the hearing examiner's 
decision if Commission review is not sought'or if the COmrilission does 
not deem it appropriate to review that decision. 

In the preparation of its opinions, the Commission, or the'individual 
Commissioner to whom a case 'may be assigned for the p'reparation 
of an opinion, is generally' assisted by the Office of Opinions and 
Review (formerly Office of Opinion Writing). This Office is directly 
responsible to the Commission 'and is completely independent of the 
operating divisions, consistent with the principle of- separation of 
functions embodied in the Adminis~rative Procedure Act. Where the 
parties to a proceeding waive their right to such separation, the operat
ing division of the Commission wl~ich participated in the proceeding 
may' assist in the drafting of the Commission's decision. ' 

The Commission's opinions are publicly released and are distributed 
to the press and to persons on the Commission's mailing list. In addi
tion, they are printed~:hdpublished peiipdic~lly by the, Government 
Printing Office in bound volumes entitled "Securities and Exchange 
Commission Decisions ~nd ~ports:", ' 

DISSEMINATION OF;INFORMATION 

As indicated elsewhere herein, a wealth of financial and other in~ 
formation is containe~ in the registration statements and reports filed 
with the Commission, which are public documents available for inspec
tion py investors and other intere.~ied persons. Much of this informa~ 
tion fiI}-d~;~~s: way illto securities manuals and other financial publica
tion's: Various activities of the Commission serve to augment the public 
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dissemination of financial and other information filed with the Com
mission and that reflected in decisions issued by and other' actions of 
the Commission . 
. ' To facilitate the pub~ic dissemination of this information, the Com
'mission publishes a daily ,"News Digest" containing a resume of each 
proposal for the ,public offering of securities for which a registration 
,statement is filed, as well as a, summary of each order, decision 0'1' rule 
issued or other action taken,by the Cpmmission. Thus, during the year, 
the Digest irlCluded !t report on each of the 1,039 registration state
ments filed with the Commission (not including investment company 
filings which added additional securities by way of amendments to 
previous filings); and it also include-d summaries of the 889 orders, 
decisions, rules and other actions 'of the Commission. It also sum
,marized 300 releases announcing injunctive and other enforcement 
actions of the Commission. The Digest is made immediately available 
to the press; and it also is reprinted and distributed by the Govern
ment Printing Office, on a subscription basis, to some 2,565 investors, 
securities firms, practicing la '''yers and others. The Commission also 
makes a more limited distribution of the full text of its decisions and 
other actions. 

Through public discussions ,by individual members of the Commis
sion and staff officers, including addresses before professional, business 
and other groups and participation in panel discussions, the Commis
sion also seeks to promote a better understanding of the provisions 
of the laws it administers and the rules promulgated thereunder, thus 
facilitating compliance therewith. 

Information Available for Public Inspection 

, The many thousands of registration statements, applications, dec
larations, and ~nnual and other periodic reports filed each year are 
available for p~lblic' inspection at the Commission's principal office in 
Washington, D.C: In addition, copies of r,ecent reports filed by com
panies having securities listed on exchanges other than the New York 
Stock Exchange ,and the American Stock Exchange, and copies of 
"current reports of many n'o~listed companies which have registered 
securities for public offering under the Securities Act, may be exam
ined in the Commission's New, York Regional Office; and recent 
reports filed by companies whose securities are listed on the N ew York 
arid Ainericim Stock'Exchanges may'be examined in the Commission's 
Chicago Regional Office. Moreover, tllere are available for examina
tion in' all regional offices copies of prospectuses relating to recent 
public offerings of securities registered under the Securiti~ Act; and 
all,regional offices have'copies of broker-dealer annual finincial reports, 
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and Regulation A letters of notification filed in their respective: 
regions. Reports of companies whose s~curiti~s are lis~d. Oil the 
vario~s exchiwges may be seen at the'~spebtiv~ exchange offices. ' 

In order to facilitate a wider dissemination of finanCial and other" 
information con,t~i:qed in corporate reports filed with the Commission 
under the Federal securities laws (an objective strongly urged by the 
Special'Study Report);'the Coffimission'has arranged to take stand
ing ordel~s, on an experimental basis, for 'photocopies of Form 10-K 
annual reports filed. This service may be extended later to other 
reports, depending upon public reception and the experience gained 
in supplying copies of annual reports. 

Under the existing contract with a printing company for the repro
duction Of material in 'the Commissiop.'s public files in response' to 
requests of members of the public, photocopies may be obtained at a. 
reduced cost of 0.08 cent per page for pages not exceeding 8112" by 14" 
in size. The detailed per-page prices are given in Release No. 34-'-7351 
which may be obtained from the publications unit of the Commission,., 
The charge for each certification of any docmnent by the Commission 
is $2., . 

So that corporate reports may be more readily available for exam
ina tion by interested members 'of the public, the Commission also has 
made arrangements for the Form 10-K annual reports to be placed on 
open shelves in the public area of its public referenc~ room in '\V'ash
ington, D.C.; thus making these reports available for immediate inspec
tion. There are presently three coin-operated photocopiers in the 
public reference room to enable visitors to make immediate reproduc
tions of reports at a cost of 25 centS per page. (The New York 
Regional Office has, a similar machine. ) , 

Each year many thousands of requests for photocopies of and infor
mati~n from the p~blic files of the Commission are received by the, 
pliblic reference room in vVashington, D.C. ,During the year 5,132. 
persons e.xamined material on file'in the Washington, D.C. office an,4, 
~everal thousand others examined files in, the New York and ChicagG 
te'gi'on:al offices. Ove~, 18,268 searches we~e made for individuals re
q~esting infoqnation' :and approximately 2,164 letters were written, 
with respect to information required. 

PUBLICATIONS 

Iriaddition to t!le daily News Digest, and releases concerning,Com-, 
~ission action under the Acts administered by it and concerning'liti
gation involving securities violations, the Commission issues a numbe~ 
of other pUblications, including the following: . 
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Monthly: 
Statistical'BulletIn.a 

Official Summary of Securities Transactions .and H!)ldings of Officers, ~irec-
tors and Prhicipal Stockhoideis.a ·· ,'," 

Quarterly: ' 
Financial'Report, U.S. Manufacturing Corporations (jointly with the Fed

eral Trade Commission). a ( , 
Plant and Equipment Expenq.itures of U.S. Corpot:ations (jointly with the, 

Department of Commerce). 
,New Securities Offerings. 
Volume'and Composition of Individuals' S~ving. 
Working Capital of U.S. Corporations. 

AnnuallY: 
Annual Report of the Commission.a 
Securities Traded on ,Exchanges under the Securities ExchaI!,ge Act of 19M. 
List of Companies ,Registered under the Investinent Company Act of 1940, 
Classification, Assets and Location of Registered Investment Companies 

under the lIMO Act. b ' 

,Co.roorate Pension Funds. 
Directory of Companies Filing Annual Reports.a 

Other Publications : 
Decisions and Reports of the Commission.a 

Securities and Exchange Commission-Its Functions and Activities. 
" A: Study of Mutual Funds (by: The Wharton School) ,a 

Report of Special Study of Securities Markets.a 

ORGANIZ;\TION 

The' Commission's staff' consists of attorneys, security analysts, 
accountants, engineers, investigators and administrative and clerical 
personnel. ' 

Duripg the fiscal year, certain organizational changes were effected 
, pursuant, to recommendations ,of the, Special Study of Securities 
Markets., ' 

In J u,ly 1963, a new OfP.ce 9f Program Planning was established 
to assist the Commission in reviewing and formulating policy and of 
coordinating activities in the implementation qf the Special Stu~y's 
recommen4ati~ns. This work i~yolves, in coordination with other 
Commission offices and divisions, changes in the rules, regulations an,d 
policies of theComnllssion and sel~-regulatory agencies; recommend!l-
tions for legislation; proposals for modifications of industry practices; 
and procedures for gathering and:aha1yzingeconomic'data about the 
securities markets. ' 
, In .Qctober 1963, the Division of Trading and Exchanges was re
named~ the Division of Trf1ding and Markets, and its fuD.ctions were 
,'. .- , .. 

G Must be ordered from the Superintendent of Documents, Government Printing 01ll.ce. 
Washington, D.C., 20402. , ' ' 

• This document Is available In photocopy form, at a cUl-rent cost of $10.32 pluB postage. 
Purchas~rs are billed by the printing company which prepares the photocopies. 
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realigned to implement the recommendation contained·in the Report 
of the Special Study that the Division be so organized and staffed 
that it might more adequately oversee the operation of the self-regula
tory agencies, examine on a continuous basis changing market circum
stances and regulatory needs and appraise the adequacies of existing 
regulatory measures. In addition, the Report recommended that the 
Division's research activities be expanded so that greater emphasis 
be given to the compilation, analysis and, where appropriate, publica
tion of data concerning certain aspects and developments in the trad
ing markets. As reconstituted, the Division consists of six units
the Offices of Chief Counsel, Criminal Reference, Enforcement, Reg
ulation, Special Proceedings, and Statistical Studies. 

Another change effected during the year involved the transfer of 
the Section of Machine Tabulation from the Office of the Comptroller 
to the Office of Records and Service. This change was made in con
templation of the installation of a computer during fiscal year 1965, 
which is to be operated by the staff of that Section. 

PERSONNEL AND FINANCIAL MANAGEMENT 

Highlights of the Commission's personnel program in .fiscal 1964 
inqluded (1) increased activities designed to curb grade escalation, (2) 
the addition of an important fringe benefit in the for,m of accident 
insurance, (3) the conduct of OPERATION SCAN under' the 'incen
tive awards program, (4) participation in the Federal government's 
program for hiring mentally retarded persons and (5) the continua
tion of after-hours training of employees. 

In the 6 years from 1958 to 1963, the average grade in the Com
mission rose from 8.8 to 9.1. This is a 3.4 percent increase as compared 
with a 12.5 percent increase for all agencies. Similarly,:the number 
0f positions in grades GS-13 through GS-18 increased only 10 percent 
as compared with an increase of 59 percent for all agencies. Although 
no significant or unwarranted rise in the grades of its positions was 
found, the Commission instituted measures to control' upgradings 
which could not be fully justified. As of June 30, 1964, the ,average 
grade was 9.2. 

All employees were offered complete accident insurance coverage at 
group rates under the Securities Commission Accident Plan (SCAP) 
adopted in June 1964. This plan is offered as an employee service at 
no cost to the Commission. Employees pay the total cost of premiums 
and deal directly with the insurance company or its agent on a private 
transaction basis. The plan is particularly attractive to employees 
who perform considerable official travel. 
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OPERATION SCAN was launched in April 1964 in an all-out 
effort to spur' all Commission employees to propose and devise new 
ways to improve job performance and to suggest ways to improve 
methods, reduce costs, increase productivity, and save man-hours. 
Members of the Commission sent a letter to each employee urging 
wholehearted participation in the program. Chairman John W. 
Macy, Jr., of the Civil Service Commission in a letter to the Chairman 
stated: 

My congratulations to you and your associates for this imaginative 
response to the President's call for an intensified effort aimed at encour
aging employee ideas for cutting costs and increasing efficiency during 
this Tenth Anniversary year of the incentive awards program. We plan 
to bring this program to the attention of other agencies ..... 

The Commission was one of the first Federal agencies to employ a 
qualified mentally retarded person under the special appointing au
thority approved by the Civil Service Commission. The young man 
entered on duty as a messenger on February 17, 1964 and he has per
formed satisfactorily. 

Formalized training in the work of the Commission continued to be 
emphasized by several of the divisions and offices. The Division of 
Trading and Markets conducted its Third Annual Seminar on Investi
gative Techniques and Trial Practice in the spring of 1964. Eight 
after-hour sessions were conducted. A highlight of the Seminar was 
a mock administrative hearing held in the court room of the United 
States Court of Military Appeals. 

The Commission's General Counsel, Philip A. Loomis, Jr., received 
a Career Service Award from the National Civil Service League in 
April 1964. He is the third employee to be accorded this honor. 
Andrew Barr, Chief Accountant of the Commission, received the 1964 
Alpha Kappa Psi Foundation Award. Frederick Moss, Chief, Office 
of Special Proceedings, Division of Trading and Markets, was a semi
finalist for one of 10 Arthur S. Flemming Awards presented annually 
to outstanding young men in the Federal Service. 

During the period April 15, 1963 through June 30, 1964, 130 mem
bers of the staff received an additional within-grade salary increase 
in recognition of high quality performance. These awards are author
ized by Section 702 of the Classification Act of 1949, as amended by 
the Salary Reform Act of 1962. 

Cash awards totaling $5,700 and certificates of merit were presented 
to 48 employees at the Commission's Eighth Annual Service and Merit 
A wards Ceremony, held in October 1963. 
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The following comparative table shows the personnel strength of 
the Commission as of June 30, 1963 and 1964: 

June 30, 1964 June 30, 1963 

COmmissloners _________________________________________________________ _ 4 ~ 

Stall: Headquarters office _________________________________________________ _ 
Regional offices _____________________________________________________ _ 848 861 

527 522 
Total stall ____________ -___ -___ -_______________________________ ----- 1,375 1,383 

Orand totaL ____ -_____________________________________ . ______ -- --- 1,379 1,ass. 

The table on page 161 shows the status of the Commission's budget 
estimates for the fiscal years 1960 to 1965, from the initial submission 
to the Bureau of the Budget to final enactment of the annual appro
priation. 

The Commission is required by law to collect fees for registration 
of securities issued, qualification of trust indentures, registration of 
exchanges, and sale of copies of documents filed with the Commission.46 

The following table shows the Commission's appropriation, total 
fees collected, percentage of fees collected to total appropriation, and 
the net cost to the taxpayers of Commission operations for the fiscal 
years 1962, 1963, and 1964: 

Year 

1962. __________________________________ _ 1963 ___________________________________ _ 
1964. __________________________________ _ 

Percentage of 
fees collected 

Appropriation Fees collected to total appro
priation 
(percent) 

$11,412,500 
13,261,700 
13,937,500 

$3,422,403 
2,533,986 
3,106,213 

30 
19 
22 

Net cost of 
Commission 
operations 

$7,990,097 
10,727,714 
10,831,287 

.. Principal rates are (1) 1Aoo of 1 pellcent of the maximum aggregate price of securities 
proposed to be ollered but not less than $25; (2) 1,-500 of 1 percent of the aggregate dollar 
amount of stock transactions. Fees for other services are only nominal. 
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Action taken on budget estimates and IJfJPropriation from fisCal 1960 through (iscal 1965 

ACTION 

Estimate submitted to the Bureau of the 

Fiscal 1960 

Posi
tions 

Money 

Fiscal 1001 

Posi
tions 

Money 

Fiscal 1002 

Posi
tions 

Money 

, Fiscal 1963 

Posi
tions 

Money 

Fiscal 1964 

Posi
tions 

Money 

Fiscal 1005 

Posi
tions 

Money 

Budget._________________________________ 1,036 • $8,437,000 1,190 S9, 760, 000 1,290 $11,450,000 1,671 • $14, 516, 500 1,577 $14,800,000 1,677 1$17,165,000 
Action by the Bureau of the Budget. _______ ' -18 -162, 000 -98 -860,000 -36 -435,000 -91 -716,500 -42 -400,000 -84 -1,450,000 

Amount allowed by the Bureau of the 
Budget__________________________________ 1,018 

Action by the House of Representatlves___ -55 
8,275,000 
-475,000 

---1-----1 SubtotaL ____________ , _____ __ _ ______ _ 963 7,800,000 
Action by the Senate______________________ +55 +475,000 

---1-----1 
8,275,000 
-175,000 

Subtotal. ,______ _____________________ 1,018 
Action by Conferees_______________________ -18 

--,1----1 

1,092 
-46 

1,046 
+101 

1,147 
-57 

Annual Approprlation____________________ 1,000 8, 100, 000 1,090 
Suppiemental appropriation for statutory 

8,900,000 1,254 
-375,000 

8,525,000 1,254 
'+775,000 +65 

9,300,000 1,319 
-387,500 

8,912,500 1,319 

• 11, 015, 000 1,580 13,800,000 1,535 14,400,000 1,593 15, 715, 000 
-;-15,000 -47 -500,000 -67 -625,000 -131 -885,000 

11,000,000 1,533 13,300,000 1,468 13,775,000 1,462 14,830,000 
"+450,000 ' -.------ -------------- -------- +325,000 

11,450;000 1,533 13,300,000 1,468 14,100,000 1, 462 14, 830, 000 
-37,500 -52 -500,000 -162,500 -------. ------------

11,412,500 1,481 12,800,000 1,468 13,937,500 1,462 
pay increases____________________________ ________ ______________ ________ 605,000 ________ ______________ ________ 461,700 ___________________________ _ 

14,830,000 

612,000 

Total appropriatlon_~_______________ 1,000 

• Excludes a supplemental request for $200,000. 
, Includes a supplemental request for $400,000 . 
• Includes a supplemental request for $100,000. 

---1----1-- ---1-'-----1 1----
8,100,000 1, ~ 9,517,500 1,319 11,412, 500 1,481 13,261,700 1,468 13,937,500 1,462 15,442,000 

4 Includes a supplemental request for $450,000 for the Special Study of the Securi-
ties Markets. ," .. 

• Includes a supplemental request for $1,366,000. 
1 Includes 2 supplemental requests; $800,000 and S390,ooo-a total of $1,190,000. 
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-TABLE I.-A. 30-1Iear record of registrations effective under the Securities A.ct 
of 1938 

1935-1961, 
[Amounts In millions of dollars] 

For cash sale for account of Issuers 
Number 

Fiscal year ended June 30 of All regis-
state- tratlons Bonds, Preferred Common 

ments l Total debentures. stock stock 
and notes 

1935 , _________________________ 
284 $913' $686 $490 $28 $168 1936 __________________________ 689 4,835 3,936 3,153 252 531 1937 __________________________ 
840 4;851 3,635 2,426 406 802 1938 __________________________ 
412 2,101 1,349 666 209 474 1939 __________________________ 
344 2,579 2,020 1,593 109 318 1940 __________________________ 
306 1,787 1,433 1,112 110 2lO 194L _________________________ 
313 2,611 2,081 1,721 164 196 1942 _____________________ ~ ____ 
193 2,003 1,465 1,041 162 263 1943 __________________________ 
123 659 486 316 32 137 1944 __________________________ 
221 1,760 1,347 732 343 272 1945 __________________________ 340 3,225 2,715 1,851 407 456 1946 __________________________ 661 7,073 5,424 3,lO2 991 1,331 1947 __________________ ~ _______ 493 6,732 4,874 2,937 787 1,150 1948 __________________________ 
435 6,405 5,032 2,817 537 1,678 1949 __________________________ 
429 5,333 4,204 2,795 326 1,083 1950 __________________________ 
487 5,307 4,381 2,127 468 1,786 1951 __________________________ 
487 6,459 5,169 2,838 427 1,904 1952 ______________________ ' ____ 
635 9,500 7,529 3,346 851 3,332 1953 __________________________ 593 7,507 6,326 3,093 424 2,808 1954 __________________________ 631 9,174 7,381 4,240 531 2,610 1955 __________________________ 
779 10,960 8,277 3,951 462 3,864 1956 __________________________ 
906 13,096 9,206 4,123 539 4,544 1957 __________________________ 876 14,624 12,019 5,689 472 6,858 

1958 __________________________ 813 16,490 13,281 6,857 427 5,998 1959 __________________________ 
1,070 15,657 12,095 5,265 443 6,387 1960 ______________________ ~ ___ 
1,426 14,367 11,738 4,224 253 7,260 1961 __________________________ 
1,550 19,070 16,260 6,162 248 9,850 1962 __________________________ 1,844 19,647 16,286 4,512 253 11,521 1963 __________________________ 
1,157 14,700 11,869 4.372 270 7,227 

1964 ___ ~-,--------------------- 1,121 16,860 14, 784 4,554 224 10,006 

I Statements registering American Depositary Receipts agalost outstandlog foreign securities as provided 
by Form 8-12 are Included. 

, For 10 months ended June 30, 1935. 

165 



166 SECURITIES AND EXCHANGE COMMISSION 

TABLE 2.-RegiBtrations effective under the Securities Act of 1988, ftscaZ year 
ended June SO, 1964 

PART I.-DISTRIBUTION BY MONTHS 

[Amouuts in thousands of doUars ') 

AU registrations Proposed for sale for account of Issuers 2 

Totals 3 Corporate 4 
Year and month Number Number 

of state- of Amount 
ments Issues 2 Number Number 

of Amount of 
issues \I Issues' 

19119 July ______________________ 101 124 $1,025,116 102 $915,035 43 August ___________________ 81 90 1,140,204 77 I, on, 562 34 September _______________ 53 75 622,065 59 533,601 27 
October __________________ 96 105 1,032,018 87 949,416 46 November _______________ 66 82 958,113 62 553,676 37 Decem ber ________________ 91 112 956,564 83 846,223 38 

1964 January __________________ 80 91 1,729,859 76 1,293,416 36 February ________________ 75 83 2,753,498 68 2,643,197 27 March ____________________ 
82 97 1,422,294 78 1,293,942 42 April _____________________ 142 162 1,933,936 137 1,768.349 39 May ______________________ 137 158 1,720,259 127 1,542,324 48 June _____________________ 

107 145 1,565,824 112 1,372,969 56 ---
Total, fiscal year 1964 ______________ ' 1,121 1,324 16,859,751 1,068 14,783,709 473 

PART2.-PURPOSE OF REGISTRATION AND TYPE OF SECURITY 

[Amounts in thousands of doUars ') 

Type of security 

Purpose of registration AU types 
Bonds, de- Preferred 
bentures, stock 

and notes I 

AU registrations (estimated valuel __________________ $16,859,751 $4,668,381 $261,522 

For account of issuer for cash sale ______________ 14,783,709 4,553,572 224,154 

For Immediate offering , ___________________ 6,632,684 3,983,713 217,915 
Corporate s _____________________________ 6,515,044 3,866,073 217,915 

Offered to: 
General public _________________ 4,518,807 3,683,308 207,700 
Security holders ________________ 1,884,444 180,870 8,625 
Other special groups ___________ 111,792 1,895 1,500 

Foreign governments ___________________ 117,640 117,640 0 

For extended cash sale and other issues 3 ___ 8,151,025 569,858 6,238 

For account of issuer for other than cash sale ___ 612,299 27,745 28,985 

For account of other than issuer ________________ 1,463,743 87,064 8,383 
For cash sale _______________________________ 1,316,596 81,545 1,687 Other ______________________________________ 

147,147 5,519 6,697 

See footnotes at end of part 4 of tablr. 

Amount 

$423,591 
359,683 
269.628 
640,171 
281,906 
452,728 

397,777 
1,526,718 

356,296 
415,918 
564,971 
825,656 

s 6,515,044 

Common 
stock} 

$11,929,848 

10,005,984 

2,431,065 

2,431,055 

627,709 
1,694,949 

108,398 

0 

7,574,928 

555,569 

1,368,296 

1,233,365 
134,931 



TABLE 2.-;-Registratiom effective under, the8ecuritie8 Act of 1933, fiscal year ended June SO, 1964-Continued 

PART 3.-PURPOSE OF REGISTRATION AND INDUSTRY OF REGISTRANT , , 

[Amounts in thousands ot dollars I] 

Purpose of registration 
All regis-. Manufac-
tratious turing Extractive 

Number ot statements ______________ ~_____________ 1,121 
Number ot Issues ,________________________________ 1,324. 

, . - - ~ 

199, - 49 
239 52 

All reg\st~aitous (estimated value) ______________ . __ $16.859,751 $2, 221, 56,4 $178,931 

For account of \ss~er ____________ , ___________ ._ 15,396,008 1,195,634 148,840, 
For cash sale_~ ___________________________ 14,783,709 923,433 P3,144 

For immediate offering_______________ 6,632,684' 923,433 113,144 

, Corporate__ ______________________ 6,515,044 
Foreign governments __ . ________ ._.__ 117,640 

923,433 113,144 
------------ ------------

For extended sale • __________________ _ 8,151,025 

ElectriC, 
gas and 
water 

87 
100 

$2,163,830 

2,106,427 

2,102,597 

2,102,597 

2,102,597 
------------

, Type of Issuer " 

Commu
nication 

28 
30 

$2,166,244 

2,157,681 

2, 155, 92~ 

·2,155,926 

'2,155,926 
------------

Financial 
and real 
estate 

142 
169 

$1,316,994 

1,164,755 

1,010,313 

1,010,313 

1,010,313 
------------

Commer
cial and 
other' 

106 
138 

$542,496 

354,006 

209,631 

' 209,631 

209,631 
------------

Foreign Investment' Other 
govern- companies types 
ments 

6 199 305 
8 230 358 

$517,640 $5,q26,516 $2,725,536 

517,640 5,025,489 2,725,536 

517,640 5,025,489 2,725,536 

117,640 ------------ ---.-----.--

----i17;64ii- ------------ ------------
------------ ------------

400,000 5,025,489 2,725,536 

Investment companies 1. _________ _ 
Employee saving plan certificates_ 
Securities tor employee stock 

option plans __________ ~ ________ _ 
Other 11 ________________ : ____ ~ ___ _ 

5, :~: m :::::::::::: :::::::::::: :::::::::::: :::::::::::: :::::::::::: :::::::::::: :::::::::::: __ ~~~:~~~~_ -----687;iii9 

1,~: ~~ :::::::::::: :::::::::::: ::::::::::~: :::::::::::: :~:::::::::: :::::::::::: ----400;000- :~:::::::::: 1,~: ci~ 
for other than cash sale ______ . ___________ _ 

Exchange transactions 1I ________ ~ ____ _ 
Reserved tor conversion _____________ _ 
Other _______________________________ _ 

For account of other than Issuer _____________ _ 

For cash sale ____________________________ _ 
Other ___________________________________ _ 

See tootnoOOs at end,ot part 4 of table,. 

612,299 

234,404 
353,335 
24,560 

1,463,743 

1,316,596 
147,147 

272,201 

79,326 
192,093 

782 

1,025,930 

981),625 
45,305 

35,696 3,830 

8,986 '3,830 
16,885 0 
9,825 0 

30,091 67,403 

19,328 6,416 
10,763 50,987 

1,756 154,442 144,375 --- .. -------- ------------ ------------

0 114,579 27,684 !.,j ------------ -----------. ------------
1,756 34,782 107,819 ---~~.:.------ -----------,.. ----------.-

0 5,081 8,872 ------------ ------------ ------------

8,563 152,239 188,491 ---.-------- 1,027 ------------

8,023 118,168 183,009 ------------ 1,027 ----------- .. 
540 34,071 5,482 ----------- .. ------------ ------------

..... 
a:. 
--1' 



TABLE 2.-Reg£strations effective under tke Securities Act 01 1993, fiscal year ended June 30, 1964-Continued 

PUT 4.-USE OF PROCEEDS AND INDUSTRY OF REGISTRANT 

[Amounts. In thousands of dollars I] 

Use of proceeds 
All 

corporate 

Corporate Issues for Immediate cash offering for account of Issuers (estl-mated gross proceeds) : _________________________________________________ 
$6, ~15,O44 

Cost of flotation ____________________ " _________________________________ 114,365 
Commissions and dlscounts ______________________________________ 79,021 
Exponses_ ------- ----- --- -0- -- - - - - - 0 C-.--- - -- - --- - - ------ --- --- ---- 35,345 

Expected n~t proceeds _____________________ . ___________________________ 6,400,678 
New money purposes _____________________________________ : ______ 5,524,695 

~~~~~a~:t!f~~~~---::::::::::::::::::::::,::::::::::::::::: 4,213,810 
1,310,885 

Retirement of securltles __________________________________________ 323,094 
purchase of secUrlties _____________________________________________ 166,430 

" Other ____________________________________________________________ 
386,458 

1 Dollar amounts ~e rounded Bnd will not necessarily add to totals shown. 
'Warrants are excluded from the count of the number of Issues although Included 

In dollar amount. 
S Includes Issues to be offered for sale continuously over an extended period of time, 

such as Investment company Issues Bnd securities reserved for exercise of warrants 
or options. 

, Covers only issues proposed for sale Immediately following effective registration. 
! The 1,121 effective registration statements covered In this table differ from the 

1,110 "net" effective statements shown In the text table "Number and disposition 
of registration statements ftJed" as this table Includes 11 statements which became 
effective during the fiscal year 1964, but which were later withdrawn.', 

! This total differs from the sum of the monthly figures for offerings shown In Table 
3, part I, under the heading "Registered under 1933 Act" because of differences In 
timing between effective registration dates and offering dates, and because parts of 
Issues sold to I!ffiliated companies are excluded from the series on securities offerings. 

Industry of Issuer 

Extractive Electric, gas Financial and Commercial Manufac- Communl-
turing and water cation real estate Bnd other' 

$923,433 $113,144 $2,102,597 $2,155,926 $1,010,313 $209,631 

25,613 2,987 28,749 20,618 25,415 10,983 

19,002 2,094 18,941 li,416 19,407 8,161 
6,611 893 9,808 9,201 6,009 ~,822 

897,820· 110,157 2,073,848 2,135,308 ll84,898 198,647 

657,465 106,111 1,830,910 1,928,419 834,247 167,543 

423,017 34,399' , 1,812,005 1,819,012 3,016 122,360 
234,448. 71,711 18,005 109,407 831,231 45,183 

13,026 596 226,619 70,242 3,600 .8,922 

34,1,92 0 0 22,664 102,765 6,809 

193,136 3,451 16,319 113,983 44,196 15,374 

. 'Includes face amount certificates. _ 
• Includes certificates of participation, warrants and voting trust certificates . 
• Includes trade, construction, transportation other than railroad, and service 

industries. ' 
10 Includes registrations of new investment companies organized for the purpose 

of exchanging Investment company shares for Individuals' portfolio holdings. 
11 Includes securities for exercise of warrants, options and other contingent offerings 

mostly involving parts of issues being registered, the other parts being Included 
elsewhere In the table. Also Includes Issues offered over an extended period to 
employees under plans other than savings and stock option plans, and certificates of 

.: participation in retirement plans of the self·employed. 
12 Includes voting trust certificates and certificates of deposit registered (or Issuance 

in exchange for original securities deposited. 
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Calendar year or month 

1959 ___ ~ ______________________ 
1960 __________________________ 
196L _________________________ 
1962 ______ ~ ___________________ 
1963 _______ ~ __________________ 

196~ January ___________ ' ___________ 
February _____________________ 
March ________________________ 
AprIL ________________________ 
May ~ ________________________ 
J une __________________________ 
July __________________________ 
August _______________________ 
8eptem ber ____________________ 
October ______________________ 
N ovem ber ____________________ 
December ____________________ 

1964 

~':b~~Jy::::::::::::::::::::: March ________________________ 

tf:~::::::::::::::::::::::::: J une __________________________ 

TABLE a.-New securitie8 offered, for ca8h 8ale in the United, State8' 
PART I.-TYPE OF OFFERING 

[Estimated gross proceeds in thousands of dollars 'I 

CORPORATE 

Classified hy type of offering 

All 
offerings Public offerings' 

(corporate 
and non- Total 

corporate) corporate Not registered under 1933 act 

Total Registered 
public under Issues 

offerings 1933 act Total Railroad exempt 
Issues because 

of size' 

31,074,208 9,748,069 5,993,154 5,426,192 566,962 151,415 161,180 
27,540,560 10,153,980 6,657,092, 6,047,677 609,414 193,744 ' 196,357 
35,527.314 13,164,644 8,142,689 7,476,502 666,187 128,363. ' 237,236 
29,956,043 10,704,562 6,064,172 5,543,601 520,571 216,044 126,865 
31,616,257 12,236,646 5,823,354 5,070,060 753,294 381; 199 58,112 

2,707,983 . 694,811. ' 430,130 389,323 40,808 29,388 3,655 
2,165,557 642,317 341,941 302,615 39,326 13,885 4.850 
2,830,358 1,363,267 574,171 532,936 41,235 31,601 3,661 
2,927,100 1,048,532 577,061 549,447 27,613 10,694 6,785 
2,782,609 1,339,626 620,433 537,361 83,072 70,245 6,430 
5.054,258 1,245.784 536,342 445,104 91,237 76,430 6,667 
2,088,890 809,752 356,318 331,456 24,862 10,527 4,579 
1,979,903 755,669 395,288 353,379 41,909 8,401 ~ 2,702 
1,672,985 870,628 347,503 288,488 59,015 50.592 4,960 
2,977,153 1,116,210 617,294 592,148 25,147 12,983 5,375 
2,117,461 891,071 . 330,421 274,225 56,196 24,913 5,145 
2,312,000 1,458,981 696,452 473,577 222,875 41,542 3,302 

2,481,622 984,792 439,036 404,331 34,704 27,531 4,276 
2,021,741 709,557 360,564 .' 304,205 56,358 32,717 2,479 
2, 121, 183 804,966 445,117 315,634 129,483 23,835 2,844 
4,930,045 2,234,345 1,740,812 1,671,278 69,534 47,012 2,778 
2,267,101 1,155,478 587,686 549,904 37,782 25,278 3,994 
3,056,492 1,461,203 820,289 774,177 46,113 22,299 3,212 

I!ee footnotes at end of part 4 of teble. 

NON-
CORPORATE 

Private 

Other 
placeme~ ts ' 

exempt 
offerings' 

254,368 3,754,915 21,326,139 
219,314 3,496,888 17.386,580 
300,587 5,021,955 22,362,670 
177,662 4,640,389 19,251,482 
313,983 6,413,292 lU, 379, 611 

7,765 264,681 2,013,172 
20,591 300,376 1,523,240 
5,973 789,095 1,467,091 

10,134 471,471 1,878,568 
6,397 719,194 1,442,982 
8,141 709,442 3,808,473 
9,757 453,434 1,279,139 

, 30,806 360,381 1,224,234 
3,463 523,125 802,358 
6,789 498,916 1,860,943 

26,138 560,650 1,226,391 
178,031 762,528 853,020 

2,897 545,757 1,496,830 
21,162 348,993 1,312,185 

102,803 359,849 1,316,217 
19,744 493,533 2,695,700 
8,510 567,792 1,111,623 

20,602 640,913 1,595,290 



TABLE S.-New securities offered tor cash sale in the United 8tates i -Continued 
PART 2.-TYPE OF SECURITY 

[Estimated gross proceeds In thousands of dollars 'J 

All types of securities 
Calendar year or month 

Bonds, debentures, and notes 

All Issuers Corporate N oncorporate All Issuers Corporate N oncorporate 

1959 ••••.•..•.......•..•..•...............•. 31,074,208 9,748,069 21,326,139 28,515,908 7,189,769 21,326,139 
1960 •.••..•.....•.•.•..••................... 27,040,560 10,153,980 17,386,580 25,467,927 8,081,346 17,386,580 
196L ..•..•..•.••...•..••......•............ 35,527,314 13,164,644 22,362,670 31,782,472 9,419,802 22,362,670 
1962 .•.•.....•.••...•....................... 29,956,043 10,704,562 19,251,482 28,220,575 8,969,093 19,251,482 
1963 .••••.......•..••.•.•................... 31,616,257 12,236,646 19,379,611 30,251,937 10,872,326 19,379,611 

1969 
January ••••.•.•............••.........•... 2,707,983 694,811 2,013,172 2,606,118 592,946 2,013,172 
February ..•....•..•.................... '" 2,165,557 642,317 1,523,240 2,071,612 048,372 1,523,240 
March ........•.••.•............... ' .•..... 2,830,358 1,363,267 1,467,091 2,739,610 1,272,519 1,467,091 
April ••..•....••••.•....................... 2,927,100 1,048,532 1,878,568 2,710,045 831,977 1,878,568 
May .•••. " ....•...•....... """""""" 2,782,609 1,339,626 1,442,982 2,687,287 1,244,305 1,442,982 
June ..•....•••.•...•...•................... 5, OM. 258 1,245,784 3,808,473 4,941,652 1,133,179 3,808,473 
July •••...•..•.•...••..................•.•. 2,088,890 809,752 1,279,139 1,988,990 709,851 1,279,139 
August .•..•......••••..................... 1,979.963 755,669 1,224,234 1,879,997 655,764 1,224,234 
September •........•.................... '" 1,672.985 870,628 802,358 1,586,2.36 783.879 802,358 
October •..•................•............... 2,977,153 1,116,210 1,860.943 2,852.450 991,508 1,860,943 
November •....•...•....................... 2,117.461 891,071 1,226,391 1,957,982 731,591 1,226,391 
December ................................. 2,312,000 1,458,981 853,020 2,229,456 1,376,436 853,020 

1901, 
January .••..•................... "" .... " 2,481,622 984,792 1,496,830 2,360.195 863,365 1,496,830 
February ••.••.....••...................... 2,021,741 709,557 1,312,185 1,933,441 621,256 1,312,185 
March ..................................... 2.121,183 804,956 1,316,217 2,630.534 714,317 1,316.217 

tl':~.~:: :::::::: :::::::: ::::::::::::::::::: 4, 930, 045 2,234,345 2,695,700 3,558,524 862,824 2,695,700 
2,267,101 1,155,478 1,111,623 2,119,363 1,007,740 1,111,623 

June •....•••.•...•••••..•.••••.•.•..••.•••. 3,056,492 1,461,203 1,595,290 2,686,137 1,090,847 1,595,290 

Bee footnotes at end of part 4 of table. 

Ul 
t:'J 

Preferred 
stock 

Common C".l 
stock q 

::0 ...... 
~ 

531,191 
408,525 
450,361 
421,877 
342,637 

2,027,109 t:'J 
1,664,109 Ul 
3,294,480 

~ 1,313,591 
1,022,283 

1:1 

30,387 
17,347 
17,132 
26,015 
16,990 
37,794 
34,961 
38,649 

71,478 t'J 
76,598 ~ 
73,616 C".l 

190,040 § 78,331 
74,811 
64,939 0 
61,257 t:'J 

5,379 
33,781 
53,753 
29,850 

81,370 
C".l 90,922 

105,727 0 
52,695 ~ .... 

26,700 
7,900 

94,728 Ul 
Ul 80,401 .... 

3,350 
22,612 
49,809 
81,793 

87.299 0 
1,348,908 Z 

97,930 
288,562 



Caiendar 
year or 
month Total cor· 

porate 

1959 .... _ .... _ 9.748,069 
1960 .......... 10.153,980 
196L ........ _ 13,164.644 
1962 .... _ .... _ 10,704,562 
1963 .... _ .... _ 12,236,646 

1969 

January __ .... 694,811 
February __ .. 642.317 
Mareh .... _ .. 1,363,267 
April ......... 1,048,532 
May .. _____ .. 1,339,626 
June ...... ___ 1,245,71l-! 
Jnly __________ 809,752 
Augnst _______ 755,669 
September .. _ 870,628 
October ______ 1,116,210 
November ___ 891,071 
December .. __ 1,458,981 

1961, 

January .. _ .. _ 984,792 
Febrnary ... _ 709,557 
March _____ .. 804,966 
ApriL _____ .. 2,234,345 
May ...... ___ 1,155,478 
June_ .... ____ 1,461,203 

TABLE 3.-New securities offered for cash sale in the United States '-Continued 

PART 3.-TYPE OF ISSUER 

[Estimated gross proceeds in thousands of dollars '1 

Corporate N oncorporate 

U.S. Gov- Federa! 
Electric. Other Financial Com- ernment agency 

State and Manufac· Extrac· gas, and Rail· trans· Commu- and real mercia! Total non· (Including (issues 
turing tive water road porta· nication estate 7 and corporate Issues not guar· municipal 

tlon other gnaranteed) snteed) 

2.072,820 161,396 3,257,790 173,913 792.829 71 7.101 1.802,906 719,314 21.326,139 12,322,475 706.998' 7,681,054 
2,152,419 245,682 2,851,215 211.244 507,286 1,019.810 2.524,619 611,705 17,386.580 7,906,326 1,672,086 7,229.500 
4.076,671 259,259 3,032,485 180,193 513.712 1.833,958 2,333.477 934,889 22,362,670 12,252,845 1,447.508 8.359.512 
3.249.364 208,927 2.825,367 225,52\l 340.809 1,302.528 1,892,608 659.429 19,251.482 8,590.216 1,187,788 8 • .158. 201 ' 
3.543,191 214,132 2,668,319 431,268 533,269 1,094,423 3.119,757 632,287 19.379.611 7.213,142 1,168,325 10.106,663 

142,265 17,010 181,385 29,388 69,939 126,807 93,521 34.497 2,013.172 774,046 0 998,748 
228,358 24,421 146,533 13.885 16,509 68.826 113,918 29,866 1,523,240 424,546 148,000 810,072 
630,338 11,034 161,161 43.401 100.175 46.449 290,852 79,859 1.467,091 396, :114 0 ' 989,276 
15.1,562 16,125 433, C,37 10,694 23,128 72,391 274,451 62,544 1,878,568 715,611 186,4nS 914,569 
247.548 2,693 283.064 83,809 77,673 :l57,180 225,709 ,61,950 1.442,982 409.363 0 902,276 
238,776 83,027 413,442 77, ISO 45,401 66,140 285,048 36,771 3,808,473 2,252,008 459,425 1,071,811 
329,786 3,702 191,399 , 26.006 8,855 92.241 93,156 64,607 1,279,139 412,875 0 788,5.15 
279,361 13.045 123,786 8,401 28,370 97,108 • 160,801 '44.797 1,224.234 397,873 0 726,259 
287,486 5,655 78.976 50,592 19,067 :l9,734 358,358 - 30.760 S02,358 346,767 0 451,811 
247,326 18,237 277,653 17,228 9.R43 46,154 453,447 46,322 1.860,943 394,270 174,435 1,281,948 
225,570 17,242 174,172 27,167 fi7.107 16.112 344,604 29,096 1,226,391 332,829 200,000 688.392 
530,816 1,940 20.1, III 43,520 77.2(l:1 65,282 425,892 111.218 85.1,020 356,642 0 482.9-17 

165,712 54,100 137,098 30,170 69,704 159,035 335,218 33,754 1,496,830 474,327 0 1,006,491 
127,708 10,431 '·161,355 34,717 125,931 84.353 112,719 52,343 1,312,185 412,739 0 810,179 
164,965 30,392 194,732 23;835 7,147 35,557 329,285 19,052 1,316,217 399,108 0 844,054 
195,187 45,026 173,522 47,510 53,403 1,385,377 270,361 63,958 2,695,700 1,444,225 0 1,204.022 
216,684 13,665 500,826 25,278 101,072 27,335 231,785 38; 833 I, 111,623 366,970 0 659,926 
373,725 19,651 270,951 22,299 14,475 268,884 458,582 32,636 1,595,290 383,340 275,344 899,740 

See footnotes at end of part 4 of table. 

Foreign 
govcrn- Non· 
ment profit 

and in· insti-
terna· tutions 
tlonal 

'545,658 69,955 
504,445 74,223 
229.644 73,161 
733,765 181.513 
771,978 119,502 

232,248 8,131 
133,033 7,589 
76,004 5,497 
57,260 4,664 

114,247, 17,090 
11,300 13,930 
62.881 14,828 
82,575 17,528 

0 3.7SO 
0 10,290 
0 5.170 

' ,2,430 11,000 

3,550 12,462 
81,558 7,709 
69,343 3,712 
29,989 17,464 
74.543 10,185 
25,500 11,366 



Calendar year or month 

TABLE 3.-N ~w' 8ecuritie8 offered, for ClJ8h 8ale ~ the United, State8 1-Continued 

PART 4,-PRIVATE PLACEMENT OF COR'PORATE SECURITIES' 

[Estimated gross proceeds In thousands of dollars) 

Type of security Industry of issuer, 

All private 
placements Bonds, de- Manufac- Electrl~ Other Communi· 

benturcs, Stocks turing Extractive gas, an Railroad transpor' cation 
and notes water tation 

1959 •••• ______________________________ 3,754,915 3,632,417 122,498 978,778 59,023 676,987 22,498 659,161 101,170 1960_._. _____________ . ________________ 3,496,888 3,275,407 221,482 958,134 112,926 517,568 17,500 386,146 107,027 1961_: ___________________ ._. _______ • __ 5,021,955 4,720,050 301,905 1,805,149 180,801 817,358, 51,830 375,445 187,293 1962 •• _ ._~ _________ • __________________ 4,640,389 4,528,623 111,767· 2,105,636 117,249 457,840 9,485 247,362 149,697 1963 ___ • _____ . __ . _____________________ 6,413,292 6,158,374 254,918 2,328,257 83,545 690,967 60,069 449,463 240,146 

1968' January __ ." ________________________ 264,681 243,112 21,568 62,255 1,160 32,611 0 69,339 4,348' February _ • __________________________ 300,376 289,066 11,310 155,130 18,595 27,952 0 5,499 8,270 MarcIL _____________________________ '_ 789,095 773,987 15,109 315,692 7,690 19,287 1i,800 100,175 5,649 ApriL _______________________________ 471,471 451,769 19,702 128,697 4,500 58,118 0 22,828 6,316 

~t:::::::::::: :::: ::::::::: ::::::: 719,194 ' 694,014 25,180 214,762 2,477 163,871 13,564 77,608 74,228 
709,442 674,679 34,763 158,262 22,150 203,297 750 40,139 29,913 July __ • ______________________________ 463,434 431,152 22,282 239,839 1,384 39,817 15,479 4,078 33,705 August ___ • _________________________ 360,381 319,476 40,905 160,692 0 43,449 0 1,550 26,244 

~~~:'r~~~:::::::::::::::::::::::===: 523,125 600,869 22,256 169,260 3,935 49,604 0 19,067 9,867 
498,916 480,701 18,215 231,632 13,197 19,919 4,245 9,843 18,701 November ___ . _______________________ 560,650 ' 548,647 12,002 128,943 8,016 26,060 2,254 51,107 13,075 December __ ~ ________________________ 762,528 760,903 11,625 363,202 440 16,993 1,977 .. ' 48,322 9,832 

.. .. , 

1964 
525,557 January _______ .. ____________________ 545,757 20,200 108,675 30,200 38,546 2,638 9,001 25,320 February ____________________________ 348,993 342,034 6,959 75,842 4,561 7,700 2,000 125,931 8,850 March _______ ' ________________________ 359,849 352,947 6,901 114,930 16,107 60,020 0 6,852 10,099 ApriL _______________________________ 493,633 480,015 13,518 121,561 40,526 29,249 498 18,986 47,917 May._. ________ . _____________________ 567,792 637,424 30,368 2ID,l71 556 111,320 0 95,775 19,200 June _______ • ____________ . ____________ 640,913 623,060 17,863 294,843 ' 6,662 .. , 15,022 0 12,994 33,049 

-, , ,- - ." .... .. , , , ._, _. 

Financial comnier·-
and real cial and 
estate other 

'982,567 274,730 
1,093,362 ' 
1,162,829 

,304,225 
441,250 

1,187,306 365,915 
2,072,256 498,599 

65,626 . 29,343 
65,608 19,321 

269,294 '59,609 
203,930 47,082 
144,244· 38,541 
228,829 26,102 
60,564 58,568 
91,383 37,063 

247,476 23,926 
161,544 39,935 
306,264 24,942 
227,495 ' 94,267 

304,339 27,036 
84,784 39,324 

144,760 17,081 
191,105 43,691 
98,400 32,371 

259,818 18,526 



I The dataln these tables cover substantially all new issues 01 securities offered lor 
casb sale in the United States in amounts over $100,000 and witb terms to maturity 
01 more than 1 year. Included In tbe compilation are issues privately placed as 
well as issues publicly offered and unregistered issues as well as those registered under 
the Securities Act 01 1933. The figures on publicly offered issues include a small 
amount 01 unsold securities, chiefly nonunderwritten Issues 01 small companies. 
The figures on privately placed issues include securities actually Issued but exclude 
securities which institutions have contracted to purchase but which bad not been 
taken down during the period covered by the statistics. Also excluded are: inter
corporate transactions; U.S. Oovernment "Special Series" issues and other sales 
directly to Federal agencies and trust accounts; notes Issued exclusively to commercial 
banks; Issues 01 investment companies; and issues to be sold over an extended period 
such as offerings under employee-purchase plans. The chiel sources 01 data are the 
financial press and documents filed with the Commission. Data lor offerings of 
State and municipal securities are Crom the Bond BUI/er; these represent principal 

amounts instead oC gross proceeds. All figures are subject to revision as new data are 
received. For data Cor the years 1934-58, see 25th Annual Report. 

• Gross proceeds are derived by multiplying principal amounts or numbers oC 
units by offering prices except Cor State and municipal issues where principal amount 
is used. Slight discrepancies between the sum oC figures in the tables and the totals 
shown are due to rounding. 

• Issues sold by competitive bidding directly to ultimate investors are classified as 
publicly offered issues. 

• Issues in this group include those between $100,000 and $300,000 in size wl1icl1 are 
exempt under Regulation A of the Securities Act of 1933. 

• Chiefly bank stock Issues. 
• The bulk of the securities included in this category are exempt from registration 

under section 4(1) 01 the Securities Act of 1933. 
7 Excluding issues of investment companies. 
, Excluding Issues sold by competitive bidding directly to ultimate investors. 



174 SECURITIES AND EXCHANGE COMMISSION 

TABLE 4.-Proposet% uses of net proceeds from the sale of new corporate securitie8 
offered for cash in the United States 

P.\RT i.-ALL CORPORATE 

[Amounts in thousands of dollars '] 

Proceeds New money 
Calendar year or Retlre- Other 

month' ment oC purposes 
Tot,al ~-o-~ Total net Total new Plant and Working securities 
procel'<l~ :I proceeds 3 money equipment capital 

1959 ________________ 9,748,069 9,526,fJal 8,577,764 6, 084~ 152 2,493;612 134,548 814,319 1960 ________________ 10,153,980 9,923,779 8,758,240 5,661,567 3.096,673 270,784 894,755 1961 " _______________ 13,164,644 12,885,485 10,715,467 7,412,774 3,302,693 868,446 1,301,572 1962 ________________ 10,704,562 10,500,860 8,240,013 5,651,790 2,,588,223 754,104 1,506,743 1963 ________________ 12,236,646 12,080,967 8,992,659 5,404,615 3,588,044 1,527,537 1,560 .. 770 

1963 January ____________ 694,811 684,390 562,801 378,138 184,663 71,692 49,897 
February ___________ 642,317 631,452 448,217 319,456 128,761 36,966 146,269 March _____________ 1,363,267 1,348,895 1,055,535 755,409 300,126 204,922 88,438 AprIL _____________ 1,048,532 1,034,054 811,989 528,538 283,451 103,746 118,318 May _______________ 1,339,626 1,322,757 829,953 497,844 332,109 -419,250 73,555 June _______________ 1,245,784 1,230,452 783,179 511,996 271,183 '216,978 230,295 July _______________ 809,752 797,307 587,872 373,615 214,257 120,922 88,513 August. ____________ 755,669 744,855 566,231. 269,291 296,940 107,256 71,368 September _________ 870,628 862,051 729,998 373,483 356,515 ' 67,071 64,982 October ____________ 1,116,210 1,101,059 912,366 368,347. 544,018 88,273 100,420 
November _________ 891,071 879,215 606,290 354,257 252,033 60,524 212,401 December __________ 1,458,981 1,444,479 1,098,229 674,241 423,988 29,937 316,313 

--1964 January ____________ 984,792 972,300 844,622 472,622 372,001 42,585 85,093 February __________ 709,557 701,584 522,719 329,622 193,097 16,515, • 162,350 March _____________ 804,966 795,754 676,844 340,793 336,051 41,949 - 76,960 
tferlL------------- 2,234,345 2,214,776 2,094,499 1,788,477 306,022 37,173 83,104 ay _______________ 

1,155,478 1,140,928 953,236 661,728 291,507 71,845 115,848 1ooe _______________ 
1,461,203 1,441,314 1,292,186 719,865 572,321 63,068 86,060 

PART 2.-MANUFACTURINO 

1959 ________________ 
2,072,820 2,011,306 .1,684,071 863,709 820,362 70,419 266,815 1960 ________________ 
2,152,419 2,076,267 1,710,743 944,632 766,111 79,327 286,196 1961. _______________ 
4,076,671 3,977,355 ,3,010,744 1,827,381 1,183,363 286,641 679,971 1962 ________________ 
3,249,364 3.186,185 2,129,725 1,142,471 987,254 227,&'\4 .' 828,607 1963 ________________ 
3,543,191 3,502,721 2,596,280 1,446,368 1,149,912 190,288 716,153 

19611 ., 
January ____________ 142,265 139,392 105,814 59,581 ;46,233 4,662 ·28,915 February __________ 228,358 225,591 145,841 89.575 56,267 5,570 74.179 March _____________ 630,338 623,666 536,334 389,574 146,760 31,283 56,049 Aprll ______________ 

155,562 153,347 109,018 65,056 43,961 5,053 39,277 May ___ -' ___________ 
247,548 244,965 195.233 39,872 155,361 29,113 20,619 June. ______________ 
238,776 236.682 188,719 62,933 125,786 9,676 38,286 July ________________ 
329,786 325,040 240,456 116,032 124,424 '28,321 56,263 August _____________ 279,361 27.~, 246 231,854 108.851 123,004 3,286 40,106 September _________ 287,486 284,414 188,191 148,068 40,124 47,248 48,974 October ____________ 247,326 244,890 165,942 78,575 87,367 5,165 73,782 November _________ 225,570 222,009 1&1,059 89,757 '93,302 8,244 30,706 

December __________ 530,816 527,480 305,817 198,495 107,322 12,666 208,996 

1964 .-
January ____________ 165,712 163,215 130,087 79,978 -50,109 . 14,214 18, 914 February __________ 127,708 12/i,625 107,868 34,726 73,142 2,753 15,004 March _____________ 164,965 163,361 125,933 88,411 37, .~22 17,408 - 20,019 
~rll ______________ 

195.187 191,850 159,472 104,712 54,760 5,927 26.452 ay _______________ 
216,684 215,601 142,185 94,257 47,927 10,031 63,385 June _______________ 
373,725 370,453 295,299 195,318 99,981' ,38,668 36,486 

Bee Cootnotes at end oC table. 
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TABLE 4.-Prop08ed use8 ot net proceed8 trom the 8ale ot new:corpqr.ate secut:itielt 
offered tor cash in the United'Btales-Continued 

PART 3-EXTRACTIVE 

[Amounts in thousands of dollars 1) 

Proceeds New money 
Calendar year or Retire· Other 

month' ment of purposes 
Total gross Total net Total new Plant and Working securities 
pr~ceeds a proceeds 3 ~oney equipment capital 

1959 ________________ 
161.396 ' 154.495 1i9.555 39: 100 80,365 '12.245 22;69 1960 ___ • ____________ 
245.682 239.469 154.216 71.338 82.879 8;476 ' 76.777 

5 
196L _______________ 259,259 253.917 188.008 91. 530 96,478 1.721 64.188 
1962 _____________ - -- 208.927 204,192 185,302 102,745 82,557 4,914 13.975 1963 ________________ 

214,132 209,269 158,408 89,640 68,768 819 50,042 

1965 
i6,509 January ____________ 17.010 16,745 2,667 13, R42 116 12(} Fehruary __________ 24.421 24.038 6.110 589 5.521 0' 17,928 March. ____________ 11.034 10.847 9.101 3,038 '6,063 499 1,248 

M':~~~::::::::::::: 
" 16.125 15.620 11,167 2,064 9,103 0 '4,454 

2,693 2.659 2.659 2,551 ,107 0 ... 0 
June _____________ "_ 83.027 81.106 60,475 54.405 '6,070 155 20,476 July ___ • ____________ 3,702 3,574 2,824 1,223 1.601 '0 750 
August ______ .' ______ 13.045 12,490 12,490 '3;509 8.981 0 0 September ____ c ____ 5.655 5.565 5,415 ,2,783 2,633 50" 100 October ___ ~ _____ ; __ 18,237 17.977 13,649 9,621 4,027. 0 4;328 November _________ 17,242 16,825 16,187 6,355 ,9,833 0 638 December __________ 1,940 1,822 1,822 836 987 0 D 

1961, 
54.100 lO:oR6 i2.003 ,30,314 January ____________ 53,003 22,749 0 February __________ 10,431 10,260 9,813 4.405 5.408 0 ' 447 Marcb _____________ 30.392 30.040 21.753 7.868 13.884 0 8,287 AprIL _____________ 45.026 44,723 44,723 41,337 3.387 0 D May _____________ ._ 13665 13.540 13.007 3.680 9,387 0 473 June ____________ • __ 
19,651 19,248 16,353 5,860 10,493 596 2,299 

PART4.-ELECTRIC, OA'S AND WATER 

1959 ________________ 
3,257,790 3,2D4;090 3.056,634, 3,036,644 19,990 , 15,250 132.205 

1960 ________________ 2,8S1;215 2,805,315 2,655,559 2,624,059 31,500 51,170 98,587 196L" ______________ 3,032,485 2,988, 702 2,763,363 2,744,424 18,939 100,183 119,166 1962 _________ : ______ 2,825,367 2,785,657 2,172,965 2,129,809 43,156' 444,202' 168,491 1963 ________________ 
2,668,319 2,633,988 1,911,668 1,839,944 71,724 698;599 23,721 

1963 
113,651' January ____________ 181,385 178,932 70,410 43,241 64.736 '. ,~ February __________ 146,533 144,745 114,897 108,897 6,000, ' 29,848 March ______ : ______ 161,161 157,718 97,064 96,966 98 60,654 0 ApriL. _____________ 433,637 427,733 341.139 341,029 110 85,704 89 May _______________ • 283,064 279,760 221.037 220,700 337 57,644 1,179 June _______________ 413,442 409,007 218,873 218,873 0 179,484 10,650 July ________________ 191,399 188, 974 100,388 100,388 0 81,920 666 August _____________ 123.786 122,607 94,294 81,158 13,136 22,197 6,116 

o 

S~ptember _________ 78,976 78,152 77,806 77,806 0 248 99 October ____________ 277,61i3 274,217 199,415 190,613 8,802 73,090 1,711 
November ___ .. ____ 174,172 172,233 130,404' 130,404 0 41.232 597 December .. _____ , ___ 203,111 199,910 196,700 196,700 0 1,943 1,267 

, 1964, 
l8i ,1,~!~ 

January ____________ 137,098 135,000 107,754 107,573 25,912 
February __________ 161,355 159.477 154,451 154,434 17 4,278 March _____________ 194.732 192,587 173,209 172,657 552 18,401 978 
tferiL---.. -------- 173,522 170,862 141,298 141.298 0 19,426 10,139 ay _ .. ______ _" .. ___ 5110,827 494,662 433,884 433,884 0 53,347 7,431 June _____________ ' __ 

270,951 267,384 263,357 263,357 0 3,780 248 
-,- -- ,-- .. -.-~ -, - - _ .. " . -' ' , 

8ee footnotes at end of table. 



l7,6 SECURITIES AND; EXCHANGE COMMISSION 

TABLE 4 . ...,.-p,rop08ed ,U8eSI ot,net_ proceed8 trom,the 8ale ot new corporate 8ecurities' 
- , ,offered tor ca8h in .. the United State8-Continued 

fART 5.,RAIL,ROAD 

[Amoun,ts in thousands of dollars I] _ 

Proceeds New money 
Calendar year or 

- mo,,:th' ' 
Total gross Total net Tot.,lnew Plant and Working 
proceeds a proce~ds· money equipment capital 

1959 ________________ 
173,913 172,244 172,244 169,314 2,930 1960 _________ ~ __ ~ ___ 211,244 209,146 174,485 174,485 ,0 

1961. __________ 0 ____ 180,193 178,307 149,786 148,634 ~1, 152 1962 _________ ~ ______ 
225,529 223,293 198,659 185,988 12,671 1963 ________________ 
431,268 427,299 322,820 312,478 10,342 

1965 January ____________ 29,388 29,154 29,154 29,154 0 February __________ 13,885 13,771 13,771 13,771 0 March ______________ 43,401 43,090 43,090 43,090 0 
AprIL _____________ 10,694 10;607 10,607 10,607 0 May" _______________ 

83,809 82,978 23,235 23,235 0 lune _______________ 77;180 76,419 41,611 41,611 
'4,85g July ___________ : ____ 

26,006 25,768 25,768 20,912 August _____________ 8,401 8,326 8,326 8,326 0 
Septembe.r _________ 50,592 50,084 41,997 41,997 0 October ____________ 17,228 17,072 15,230 15,230 0 
November _________ 27,167 26,944 26,944 26,944 0 December __________ 43,_520 43,087 43,087 37,601 5,486 

1964 lanuary ____________ 
30,170 29,885 29,885 29,885 0 

February ___________ 34,717 34,457 34,457 34,457 0 March ______________ 23,835 23,633 23,633 23,633 0 AprIL ____ ~ ________ 47,510 47,095 47,095 47,095 "g May ________________ 
25,278 25,100 25,100 25,100 lune _______________ 
22,299 ,22,069 22,069 22,069 0 , 

.-
~ART,6.-0THER TRANSPOR~ATION 

1959 ________________ '792,829 784,469 747,347 699,873 '~N~1 1960 _______ : ________ 507,286 501,031' .. 451,064 423,993 .. 1961. _: __________ ' ___ 513,712 507,683 445,360 426,572 18,788 1962 _________ ~ ______ 
340,809 335,799, ' 327,797 318,080 9,718 

1~ _____________ ~ __ 633,269 528,773 508,651 496,141 12,510 

196$ lanuary ____________ 69,939 ' 69,718 69,718 69,222 496 
Fehruary _______ :_~ 16.509 16,103 14,380 14,187 194 
March _____________ 100,175 99,933 99,933 99,532 401 

tf;il~~:::::: ::::::: 2.~, 128 22,958 22,958 22,958 0 
77,673 77,285, 75,946 72,229 3,716 

June" ___________ c __ 45,401 44,882 44,745 42,136 2,609 luly ________________ 8,855 8,754 8,754 8,590 164 
August ______ ~ ____ ' __ 28,370 27,638 16,208 15,972 236 
September _________ 19,067 18,993 16,997 16,997 0 
October ____________ '9,843 9,733 9,733 9,560 173 
November _________ 57,107 56,248 54,248 52,941 '1,307 
December _______ , __ 77,203 76,:;28 

t' ~ • 
75,031 71,817, 3,214 

1964 January ____________ 69,704 68,394 68,394 68,094 301 
February _____ c ____ 125,931 125,633 54,886 42,343 12,544 March _____________ 7,147 7,086 7,086 6,942 144 

tf;il~:::::::::: :::: 53,403 52,154 35,864' 34,531 1.332 
101,072 99,849 74,260 53,823 20,437 

l~e"-------------- '14,475 14,303 13,155 9,096 4,059 

. ' .. 
See footnotes at end of table. 

Retire-
ment of 

securities 

0 
34,661 
21,271 
15,270 
81,823 

0 
0 
0 
0 

59,743 
12,153 

0 
0 

8,086 
1,842 

0 
0 

0 
0 
0 
0 
0 
0 

15,077 
3,908 

13,278 
479 

1,497-

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1,497 

0 
5,529 

0 
7,779 
5,615 
1,148-

-.. --

Other, 
purposes 

0 
0 

7,250 
9,365 

22,655 

0 
0 
o 
0 
0 

22,65 5' 
o 
0 
o 
o 
o 
o 

o 
o 
o 
o 
0' 
o 

22,045 
46,059 
49,045 

7,522 
18,624 

0 
1,723 

0 
0 

1,339, 
137 

0, 
11,430 
1,996 

,0 
2,000 

0 

.0 
65,118' 

0 
8,510_ 

19.974 
0 



'THIRTIETH lANNUAL"-' REPORT l7!7 

C1'ABLE '4 . ....:.;.Proposed uses ,otnet proceeds from' the sale of new"corporate securities 
r",:, offered' for cush'.in·, tlie Unite'd States"":""Continued 

" ,PA'RT 7:-'COMMUNICATION 

, [Amounts iIl thousands of dollars '] 

Calendar year or 
Proceeds' New money " 

month 2 

Total gross Total net Total new Plant 'and' Working 
proceeds 3 proceeds 3 money equipment capital' 

1959 ________ -________ 717,101 707,265 702,959 701,347 1,612 1960 ________________ 1,049,810 1,036,460 1; 031, 659 1,022,870 8,790 196L ____ ~ _____ ' _____ 1,833,958 1,817,518 1,396;463 1,384,641 11,822 1962 ______ 0 _________ 1,302,528 1,287,059 1,210,695 1,208,506 2,189 
1963 ____________ , ___ 1,094,423 1,081,304 606,938 694,909 12,029 

1963 
January ___ : ________ 126,807 125,274 124,232 124,232 0 
February __________ 68,826 68,089 68,089 68,089 0 
March ______________ 46,449 46,041 42,900 42,900 0 
A pf1L __ ~_ :_, _______ 72,391 71,145 ' 20,370 ' 20,370 0 May _____ ~ __________ 357,180 ' 353,981 92,111 91,127 984 June _______________ 66.140 65,426 ' 56,204 55,854 350 

~~:ust~~======:==== 
92,241 90,760 , 73,200 73,200 0 
97; 108 96,222 ; 24,317 23,823 493 

September _________ 39.734 39,609 38,638 37,652 986 
October ____________ 46,154 44.306 39,676 '30,792 8,884 
November _________ 16,112 15,757 11;610 11,408 202 
December __________ 65,282 64,694 15,591 15,462 129 

1964 
159,035 January ____________ 157,096 154,091 139,925 14,166 

'February. _. _______ 84,353 63,185 22,62:! 22,326 297 IIlarch ______________ 35,557 ' 34,718 - 10,682 10.682 0 ApriL _____________ 1,385,377 1,377,862 1,360,478 1,354,704 '6,774 May ________________ 27,335 26,844 24,844 , 24,497 348 June _______________ '268,884 263,493 255,438 161,588 93,850 

PART 8.-'-FINANCIAL AND REAL E~TATE 

" " 

1959 ________________ 1,852.906 1;807.390 1, 568, gg~ 300,592 1.268,398 1960 ________________ 2,524.619 2,472,229 2,143,135 267.586' 1. 875,549 196L _______________ 2,333.477 2,270,103 2,051,126 523,198 1,527.928 
1962 ________________ 1, 892. 608 1,847,668 1,509.131 372,129 1,137.002 '1963 ________________ ?, 119, 757 3,077,846 2,388,320 438,276 1,950,044 

1968 
January ____________ 93.521 91,367 73.863 17.075 56.788 February __________ 113.918 109,893 60.488 16.382 44,106 
March _____________ 29(1.852 288,663 165.105 62.932 102.173 ApriL _____________ 274.451 271,645 254.793 52,275 202.518 May _______________ 225.709 221.5H9 166.42~ 26.242 140.1~ ,June _______________ 285.048 281.150 142.844 28,488 114.356 ,July ________________ 93.156 90,662 73,738 13.547 60.192 A ugust _____________ 160.801 158.303 143.583 19.292 124,291 
September _________ 358.358 355.0GG 336,960 35,995 300.963 
October ____________ 453.447 447.391 427,175 24,195 402.980 
November _________ 344,604 340.455 162.749 26,908 135.841 
December __________ 425,892 421,629 380,597 114,947 265,650 

1961, 
January _" __________ 335,218 332,871 307,551 26.661 280,890 
February __________ 112,719 111.434 101,989 17.780 84.209 Mareh _____________ 329,285 325.450 298,186 23.064 275.121 ApriL _____________ 270,361 267,980 249.864 50.870 198,994 May _______________ 231. 785 227.117 215.664 14,893 200,771 ,June _______________ 

458,582 452,572 397,412 50,220 347,192 

Sec footnotes at end of table. 

757-903-65-13 

Retire-
ment 0(' I 

, securities 

113 
682 ' 

382,219 
11,364 

355,763 

0 
.. 0 
--- 3, 141 

0 
261,796 

7,722 
4,61i4 

71,350 
647 

,3,508 
2,692 

252 

304 
337 

1,218 
421 
·0 

5,248 

6,116 
71.366 
22,446 
22.519 

144,458 

596 
370 

105,226 
798 

9.341 
4.845 
1.893 
3.748 
6.949 
1.11i4 
3.521 
6,016 

740 
1,289 
3,695 
3.457 
1,435 

13,219 

' ,Oth,"r 

, 

purposes 

4,192 
4,119 

38,837 
65,000 

118,603 

' 1,042 
'0 
o 

50,774 
74 

1'[00 
12,906 

554 
324 

1,123 
1,455 

48,851 

2,700 
60,225 
22,819 
16.963 

- 2,000 
2,807 

232,28 5 
28 
1 
7 
8 

257,7? 
196,53 
316,01 
545,06 

16, 908 
5 49,03 

18.331 
16.054 
45.821 

133.461 
15,03 o 
10,971 
11.191 
19,062 

174,18 5 
35,016 

24,580 
8,156 

23.569 
14,659 
10,017 
41,941 



178 SECURITIES ,AND EXCHANGE COMMISSION 

TABLE 4.-Proposed, uses 01 net pr.oceeds from the sale 01 new corporate securitie8 
offered, for cash in the U'nited, ,States-Continued 

PART 9,-'-COMMERCIAL AND OTHER 

[Amounts In thousands of dollars I) 

Proceeds New money 
Oalendar year or 

month ~ 
Total gross Total net Total new Plant and Working 
proceeds 3 proceeds a money equipment capital 

1959 ________________ 719,314 685,374 525,963 273,483 252,480 
1960 ______ ' __________ 611,705 583,860 437,378 132,604 304,774 1961.. _______ c ______ 934,889 891,900 710,619 266,395 444,224 1962 ________________ 659.429 631.006 505.739 192.061 313,678 1963 ________________ 632,287 619,768 499,574 186,860 312, it5 

1963 January ____________ 34,497 33,807 29,861 5,799 24,062 
February __________ 29,866 29,223 24,640 7,966 16,674 MarciL ____________ 79,859 78,936 ' 62,007 , -17,377 44,631 

tf;~~~::=:::::::::: 62,544 60.998 41; 937 14,179 27,758 
I 

61,950 59.542 53,306 21,887 31,419 June _______________ 36,771 35,782 29,708 7,695 : 22,012 July _____________ ~_ 64,607 63,776 56,745 33,725 23.020 August _________ ~ ___ 44,797 44,025 35,159 8,361 26, 799 
September _________ 30,760 '30,13/\ ,23,994 12,186 11,807 
October ____________ 46,322 45,472 41,545 9,761 31. 784 
November _________ 29.096 28,743 21,089 9,541 11.549 
December __________ 111,218 109,329 79,584 38,384 41.200 

1964 
14,291 January ____________ 33,754 '32.771 24,111 9,820 

February _' __ , ______ , 52.343 51,613 36,631 ,19,151 17,480 
M arch ________ , _____ 19,052 18,879 16.362 7.535 8,827 

~~l __ ~::::::::::::: - 63,958 6~, 249 55,704 13.930 41,775 
38.833 '38,217 24.233 11,594 12.1>38 June _______ : _______ 32,636 31,793 29,104 12.358 16.745 

Retlre-
ment of 

securities 

15,328 
21,194 
34,688 
27,502 
54,289 

1,581 
1,178 
4,119 

12,191 
1.713 
2,944 
4,134 
6,674 
3,843 
3,513 
4,834 
7,563 

1,415 
2,329 
1,228 

164 
1,417 

410 ' 

Other 
purposes 

144,08 2 
288 

3 
5 

05 

125, 
146,59 
97,76 
65,9 

2,3 
3,40 

65 
5 
o 
o 

12,81 
6,87 
4,523 
3,13 
2,89 

o 
7 

2,191 
2,299 

413 
2,82 o 

2 22,18 

7,24 5 
3 

88 
12,65 
1,2 
6,3~1 

12,567 
9 2,27 

I Slight dl~crepancies between the sum of flgures In the tables and the tc,tsls shown are due to rounding, 
• For earlier data see 25th annual report . 
• Total estImated gross proceeds represent the amount paid for the securities hy investors, while total 

estimatei net proceeds represent the' amount received by the issuer after payment of compensation to 
distributors and other costs of flotation, 



TABLE 5.-A 8ummary of corporate 8ecuritie8 publicZy offered and p"ivately placed in each year f.rom 1934 through June 1964 

[Amounts· in millions of dollars] 

Total Public of)'erings Private placements Private placements 

Calendar year - as percent of total 

All issues Debt Equity All issues Debt Equity All issues Debt Equity All Issues Debt 
issues issues issues· issues issues issues issues 

1934 __________________ , _______________ 
397 372 25 305 280 25 92 92 0 23.2 24.7 1935 __________________________________ 

2,332 2,225 108 1,945 1,840 106 387 385 2 16.6 17.3 1936 __________________________________ 4,572 4,029 543 4 199 3.660 .139· 373 369 4 8.2 9.2 1937_ .. _______________________________ 2,309 1,618 691 1,979 1,291 '688 330 327 3 14.3 20.2 1938 __________________________________ 2,155 2,044 111 1,463 1,353 110 692 691 1 32.1 33.8 1939 __________________________________ 2,164 1,979 185 1,458 - 1,276 181 706 703 4 32.6 35. Ii 1940 __________________________________ 
2,677 2.386 291 1,912 1,628 284 765 758 7 28.6 31.8 1941. _________________________________ 2,667 2,389 277 1,854 1,578 276 813 811 2 30.5 33.9 1942 __________________________________ 1.062 917 146 642 506 136 420 411 9 39.5 44.8 1943 __________________________________ 1,170 990 180 798 621 178 372 369 3 31.8 37.3 1944 __________________________________ 
3,202 2,670 532 2,415 1,892 524 787 778 9 24.6 ·29.1 1945 __________________________________ 6,OIl 4,855 1,155 4,989 3,851 1,138 1.022 1,004 18 17.0 20.7 1946 __________________ ~ _______________ 6.900 4,882 2,018 4,983 3,019 1,963 1.917 1,863 54 27.8 38.2 1947 __________________________________ 6,577 5,036 1,541 4,342 2.889 1,452 2.235 2,147 88 34.0 42.6 1948 ______ : ___________________________ 7,078 5,973 1,106 3.991 2,965 1,028 3,087 3,008 79 43.6 50.4 1949 _________________________________ - 6,052 4,890 1,161 3,550 2,437 1,112 2,502 2,453 49 41.3 50.2 1950 __________________________________ 6,362 4,920 1,442 3,681 2.360 1,321 2,680 2,560 120 42.1 52.0 1951 __________________________________ 
7,741 5,691 2,050 4,326 2.364 1,962 3.415 3,326 88 44.1 58.4 1952 __________________________________ 9,534 7,601 1,933 5,533 3,6405 1,888 4.002 3,957 45 42.0 52.1 1953 __________________________________ 8,898 7,083 1,815 5,580 3.856 1,725 3,318 3,228 90 37.3 45.6 1954 __________________________________ 9,516 7,488 2,029 5,848 4.003 1,844 3,668 3,484 184 38.5 46. Ii 1955 __________________________________ 10,240 7,420 2,820 6,763 4.119 2,644 3.477 3,301 176 34.0 44. Ii 1956 __________________________________ 10,939 8.002 2,937 7,053 4,225 2,827 3.886 3,777 109 35.5 47.2 

1957 __________________________________ 12,884 9,957 2,927 8,959 6.118 2,841 3.925 3,839 86 30.5 38.6 1958 __________________________________ 11,558 9,653 1,906 8,068 6,332 1,736 3.490 3,320 170 30.2 34.4 1959 __________________________________ 9,748 7,190 2,558 5,993 3.557 2,436 3,755 3. 63~ 122 38.5 60.5 1960 __________________________________ 10,154 8.081 2.073 6,657 4.806 1,851 3,497 3,275 221 34.4 40.5 1961. ___________________________ . ______ 13,165 9,420 3,745 8,143 4,700 3,443 5,022 4,720 302 38.1 50_1 1962 _____________________ -' ____________ 10,705 8,969 1,735 6,064 4.440 1,624 4.640 4,529 112 43.3 50.5 1963 __________________________________ 12,237 10,872 1,364 5,823 4,714 1,109 6,413 6,158 255 524 56.6 1964 (January-June) _________________ 7,350 5,160 2,190 4,394 2,299 2,094 2,957 2,861 96 40.2 55.4 
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TABLE G.-Brokers and dealers registered under tlre Securities Exchange Act of 
1934 '-effective registration8 as ot June 30, 1964, classified by type ot organi
zation and by location of principal office 

Number of registrants Number of proprietors, partners, 
officers, etc.' 3 

Location of principal office Sole 80le 
pro- Part- Cor- pro- Part- Cor-

Total prie- nCT- pora- Total prie- ner- pora-
tor- sbips tions' tor- sblps tlons' 

ships ships 

---------------------
Alabama ____________________________ 

33 9 2 22 114 9 5 100 Alaska ______________________________ 
4 4 0 0 4 4 0 0 

Arizona. _. __________________________ 29 6 3 20 118 6 8 104 
Arkan~as ___ .. _ ...... __ .............. -- .... -- .......... 26 5 2 19 98 5 4 89 
Cuhfornh. ____________ ----- --- -- --- -- 419 145 79 195 1,799 145 570 1,084 
Colom(lo. ___________________________ 78 22 6 50 286 22 22 242 
Connect \Cut __________ -_ --- -- --- -- --- 44 11 11 22 197 11 51 135 
Dela ware ___________ -_ ---- - --- --- -- -- 19 4 6 9 8.1 4 28 51 
District of Columbia ________________ 97 20 12 65 433 20 56 357 
Florida __ .............. ____ .................... -- .......... 119 33 10 76 375 33 28 314 
Georgia _____________ - --- --- -- ---- ---- 39 6 8 2.'; 248 8 32 208 
I-l awall. ____ - _ -- _ - -- -- --- --- --- -- ---- 36 10 3 23 166 10 8 148 
Idaho. ______________________________ 16 6 0 10 50 6 0 44 
Illinois _______________ -_ - --- --- -- -- -- 187 29 52 106 915 29 264 622 
Indiana. ____________________________ 59 22 4 33 200 22 8 liO Iowa ________________________________ 39 9 5 25 16.'; 9 14 142 
R ansas _____ -- -- -- --- -- -- -- ---- -- -- -- 31 9 5 17 133 9 15 109 
Kentucky _________________ ---------- 19 6 5 8 68 6 26 36 
Louisiana. __ . _______________________ 46 19 9 18 136 19 43 74 
M aine ________________ - -- --- --- - --- -- 25 9 2 14 72 9 10 53 
Maryland. ___________ - _ -- - --- ---- --_ 55 16 13 26 231 16 83 132 
Massachusetts ______________________ 200 81 28 91 899 81 233 585 Michigan. __________________________ 58 10 13 35 34.'; 10 91 244 
M Innesota ____________ - __ -- -- _ - --- --- 63 8 7 48 339 8 40 291 
Mississippi ___ - -______ --- - -- -- --- ---_ 20 8 5 7 61 8 15 38 
MlssourL._ ----- ---- -.. - -_ .. - .. ------- 86 24 13 49 579 24 149 406 M on tana _________________ -- -_____ - __ 13 6 1 6 32 6 2 24 Nebraska ___________________________ 

27 9 0 18 102 9 0 93 
Nevada_ .... __________________________ 6 2 1 3 15 2 2 11 
New Hampshlre ____________________ 9 5 0 4 22 5 0 17 New J,'rsay. ________________________ 204 100 32 72 493 100 '80 313 New Mexico _________________________ 7 3 3 1 20 3 10 7 
New York (excluding New York Ci ty) ______________________________ 

386 184 42 166 900 184 155 561 North Carollna ______________________ 
39 8 7 24 212 8 20 184 North Dakota _______________________ 9 1 0 8 33 1 0 32 Ohio .... ____________________________ 118 19 32 67 620 19 196 405 Oklahoma ___________________________ 40 16 4 20 100 16 8 76 Oregon. _____________________________ 29 6 5 18 100 6 10 84 

Pennsyl vania_~ ______ _ .. ______________ 222 60 74 88 973 66 397 516 Rhode Island _______________________ 
22 3 7 12 73 3 21 49 South Carolma ______________________ 
21 4 2 15 73 4 4 65 

South Dakota ____________ . __________ 4 2 0 2 9 2 0 7 Tennessee. __________________________ 44 9 4 31 231 9 18 204 Texas _______________________________ 179 68 16 95 637 68 61 508 Utah. _______________________________ 40 13 6 21 117 13 14 00 Vermont ____________________________ 
4 3 0 1 6 3 0 3 

Vir~in ia ______________ .. ________ .. __ ...... 49 13 12 24 210 13 72 125 Wash ington. ________________________ 
84 42 2 40 296 42 4 250 West Vir!!inla. ______________________ 11 5 3 3 27 5 7 15 

Wisconsin. __________________________ 50 7 2 41 246 7 27 212 Wyoming ___________________________ 
9 6 0 3 14 6 0 8 ------------------------

Total (excluding New York Oi ty) ________________________ 
3,473 1,125 558 1,790 13,675 1,127 2,911 9,6.17 New York City __ . __________________ 1,347 285 509 553 7,387 285 3,795 3,307 ------------------------TotaL _________________________ 4,820 1,410 1,067 2,343 21,062 1,412 6,706 12,944 

I Does not Include M registrants whose principal offices are located in foreign countrIes or otber territorial 
JurisdIctions not listed. 

2 Includes directors, officers, trustees, and all other persons occupyIng similar status or performing similar 
functions. 

a Allocations made on the basis of location of principal office~ of registrants, not actual location of persons. 
Information taken from latest reports filed prior to June 30, 1964 . 

• Includes all forms of organizatlons other than sole proprietorships and partnerships. 



_ THI~TIETH:.~NUAL_ REPQR'l' 

TABLE 7.-Nurrlbe~·, pt._ issuers: ,and 'se,cur;i~y _ iS8ues .. Qn exchanges 

PART 1;--'-UNDUPLICATED NUMBER OF: STOCK AND BOND 'ISSUES ADMITTED ',TO 
TRADING ON EXCUANGES AND THE NUMBER'OF ISSUERS INVOLVED, AS OF JUNE 
30,1964 . 

Total - Issuers 
Stat~ under the Act I Stocks Bonds stocks Involved 

and bonds 

Registered pursuant to Section 12 (b), (c), Rnd (d) __ • __ 
Temporarily exempted from registration by Commis-

2,879 1,197 4,076 2,467 
, sion rule _____ • ___________________________ ~ ________ • __ 10 - 3 -13 

Admitted to unUsted trading privileges on registered 
116: exch"nges pursuant to Section 12(0 __________________ 128 20 148 

Listed on exempted exchanges under exemption orders of the Commission ___________________________________ 69 7 - 76 56 
Admitted to troUsted trading privileges on exempted 

exchanges under exemption orders of the Commission_ 13 0 13 13 
TotaL __ ~ _____________ : ______________________ •• _. 3,099 ' 1;227 4.326 2,659, 

I Registered' Section 12(b) of the Act provides that a sccurlty may be registered on a national securities 
exchange liy We issuer filing an appliCation with the ""cliange and with the Commission containing certain 
types of specUled information. Section 12(c) authorizes the Commission to require the submis<ion of infor
mation of a comparable character if in its judgment Information specified under Section 12(b) is inapplicable _ 
to any specified class or classes of Issuers, Section 12(d) provides that if the exchange authorities certIfy to 
the Commission that the sceurity ha.< heen approved by the exchange for Usting and registration. llie rcgls-' 
tration shall become effecti ve 30 days after the receipt of such certification by tbe Commission-or within such -
shorter period of time as the Commission may determine. , 

Temporarily exempted, These are stocks of certain banks and other securities resulting from merger 
consolidations. etc,. which the Commission has by published rules exempted from registration under speci-
fied conditions and for stated periods. , _ 

Admitted' to unUsted trading privileges' Section 12<0 provides. In effect. that securities which were 
admltted,to unlisted trading privileges on Mar, 1. 1934 (I.e,. without applications for-listing filed by the 
Issuers). may continue such statllS. Additional securities may be granted unlisted trading priVIleges on 
exchanges only If they are listed and regl.tered on another exchange or the issuer is subject to the reportlng
requirements of the Act under Section 15(d). ' ., •• 

Listed on exempted exchangcs' Ccrtaln exchanges were exempted from full rcglstration under Section 6 
of the Act because of,the limited volume of transactions, The Commission's exemption order sperlfies that 
securities which were listed on the exchange at the date of such order may continue to he listed thereon, and 
that thereafter no,addltional securIties may be listed except upou compliance with Section 12 (b); (c). and 
(d)_ ' _ - , 

Unlisted on exempt exchanges: The Commission'S exemption order specifies that securities which were 
admitted to unlisted trading privileges thereon at tho date of such order may continue such priviieges, and 
tbat no additional· securities may be admitted to unlisted trading privileges except upon compliance with, 
Section 12(0. -

PART 2.-NUMBEROF,STOCK AND BONP'ISSUES ON EACH EXCHANGE AND N:UMBER 
OF ISSUERS INVOLVED, AS OF JUNE 3D, 19&\ 

Exchanges 
Stock's Bonds 

Issueis'I---~----~--~----~--~-----I-----~--~----~--~----
R X U XL XU Total R X _ 'u XL T,otal' 

-'-----,,--1-------------------------
Amerlcan ___ • _____ • _._ 
Boston _________ ~ __ .~._ 
Chicago Board of Trade _______ • _. ____ _ 
CinclnnatL _________ _ 
Colorado Springs_._._ Detroit ________ • ___ • __ 
Honolulu ___ ._. _____ ._ 
Mldwest ______ • ____ ._ 
N ationaL _____ • ______ • 
New York Stock ___ ._ 
Pacific Coast. _______ _ 
Phlla_-Balt.-Wash ___ _ 
pittsburgh __ • ___ ._ •• _ 
Rlchmond. __ • __ •• ___ _ 
Salt Lake_. _____ ._. __ _ 
San Francisco Minlng_ 
Spokane ____ ._ •• ____ ._ 
Wheeling ____ •• ______ _ 

, 972 
411 

9 
151 

11 
293 
49 

463 
11 

1.389 
535 
5i9 
110 
15 
67 
31 
25 
13 

873 
. 54 

6 
34 

1 
2 

149 
363 

3 
121 _______________ .___ 11 _____ _ 

102 2 196 ________ • __ _ 
___ • _____ • ___ ._____ 46 13 

381 130 • ___ ._ • ____ _ 
12 ._ •• ________ • ________ • __ 

1,611 2 ____ • _________ • __ _ 
366 4 231 __ •• _______ _ 
175 6 485 _____ • ___ ._. 
39 78 • _____ ._~ __ _ 

_. ______ •• ___ ._.___ 25 ____ •• 
65 3 __ ••••• _._._ 
31 __ • _________ • _________ ._ 
22 ._____ 6 ___________ _ 

________ • ___ . ______ 11 3 

1,023 
419 

9 
156 
11 

300 
59 

512 
12 

1,613 
601 
666 
117 
25 
68 
31 
28 
14 

64 1: 21 ______ . 86-10 ____ • ____________ c " '10_ 

-'-'in- ----i- ==:=:= :===== -"-ii 

======= ====== ==:=== ----7- -----7 14 ____ • ___ .___ ______ 14 

1,115 2 __ •• ____ .___ 1,117 
25 _. __ • ____ •• _ ______ 25 
52 •• __ ._ ______ ______ 52 
1 ____ ._ ______ ______ 1 

Symbols: R-reglstered; X-temporarily exempted; U-admitted to unlisted trading privileges; XL
listed on an exempted exchange; XU-admitted to unlisted tradIng privileges on an exempted excbange. 

NOTE_-Issues exempted under Section 3(a) (12) of the Act, such as obligations of the U.S. Government, 
the states and Cities, are not Included In this table. 
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TABLE S.-'Unlisted stocks on ellJchanges 1 

PABT I.-NUMBER OF STOCKS ON THE EXCHANGES IN THE VARIOUS, UNLISTED 
CATEGORIES AS OF JUNE, 30,1964 1 

Unlisted only' Listed and registered on another exchange 
Exchange 

Clause 1 Clause 3 Clause 1 Clause 2 Clause 3. 

American _______ ~_ __ ___ ________ _ _ 122 2 20 4' 1 Boston __________________ "_______ 0 0 123 240 0 
0 '3 0 0 
0 0 121 0 

Chicago Board of Trade_________ 0 
ClncinnatL______________________ 0 
Detroit__________________________ 0 0 13 183 0 
Honolulu________________________ 13 0 0 0 0 Midwest. ___________ ,_ ,_ ________ 0 0 0 130 0 
Pacific Coast.___________________ 1 0 55 176 0 
Phila.-BaIt.-Wssh_______________ 2 0 205 278 0 

0 16 62 0 
0 0 '0 1 

Plttsburgh_ _____________________ 0 
Salt Lake________________________ 2 

0 1 2 0 
0 0 3 ,0 ~g!:W:g=======:=========:====== ~ I--------I-------I--------I---~---I-------

Total.____________________ 143 2 436 1199 2 

PART2.-UNLISTED SHARE VOLUME ON THE EXCHANGES-CALENDAR YEAR 1963 

Unlisted only' Listed and ~eglstered on another exchange 
Exchange 

Clause 1 : Clause 3 Clause 1 Clause 2 Clause3' 

Amerlcan ________________________ 18,701,495 17,550 5,857,827 3,460,700 19,980 
Boston __________________________ 0 0 2,172,420 2,159,765 0 
Chicago Board of Trade _________ 0 0 0 0 0 ClncinnatL _____________________ 0 0 0 565,394 0 Detrolt __________________________ 0 0 431,916 4, 959, 363 0 Honolulu _________________ : ______ 89,185 0 0 0 0 Midwest. _______________________ 0 0 0 14,235,943 0 Pacific Coast ____________________ 463,896 0 6,137,750 .10,370,614 0 Phila.-Balt.-Wash _______________ 0 0 5,630,505 5,598,489 0 Pittsburgh ______________________ 0 0 217,360 213,543 0 Salt Lake ________________________ 0 0 0 0 0 Spokane _________________________ 858,675 0 14,588 211,214 0 Wheeling ________________________ 0 0 0 467 0 

Total ______________________ 20,103,251 17,550 20,462,366 41,775,492 19,980 

1 Refer to text under heading "Unlisted Trading Privileges on Exchanges." Volumes are as reported by 
the stock exchanges or other reporting agencies and are exclusive of those in short-term rights. 

1 The categories are according to Clauses I, 2, and 3 of Section 12(0 of the Securities Exchange Act, as in 
effect prior to the 1964 Amendments. 
'. None of these Issues has any listed status on any domestic exchange . 
. , These issues became listed and registered on other exchanges subsequent to their admission to unlisted 

trading on the exchanges as shown . 
• Duplication of issues among exchanges brings the figures to more than the actual number of issues in· 

volved. . 
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TABLE' 9.-Dollar volume and share ·volume of sales effected on securities ex
change8 in the calendar year 1968 an~ the 6-month period ended June 80, 
1964 

PART 1.-12 MONTHS ENDED DECEMBER 31, 1963 
[Amounts In'thousands] 

Bonds Stocks 

Total 
dollar 

volume Dollar Principal Dollar Share 
volume amount volume volume 

, Registered excbanges _____ 66,157,485 1,740,458 1,653,777 64,313,920 1,838,359 
American __________________ 4,917,837 72,925 67,457 4,755,286 336,261 Boston _____________________ 270,504 0 0 270,477 5,505 
Chicago Board of Trade ____ 0 0 0 0 0 
CincinnatL ________________ 40,856 87 112 40,768 834 Detroit _____________________ 334,893 0 0 334,883 8,775 Midwest ___________________ 1,755,705 (*) (*) 1,755,659 43,773 
NationaL __________________ 408 0 0 , 408 389 New York _________________ 56,564,379 1,667,283 1,586,041 54,886,501 1,350,885 
Pacific Coast _______________ 1,542,511 ,68 67 1,539,647 51,293 
Phila.-Balt.-Wash __________ 685,875 95 100 685,774 15,701 
Pittsburgh _________________ 33,368 0 0 33,368 796 Salt Lake __________________ 4,766 0 0 4, 766 13,802 
San Franclsco ______________ 256 0 0 256 4,855 Spokane ___________________ 6,127 0 0 6,127 5,490 

Exempted exehanges _____ 21,055 9 10 20,980 1,208 

Colorado Sprlngs ___________ 84 0 0 84 415 Honolulu __________________ 20,207 9 10 20,132 771 Richmond _________________ 390 0 0 390 9 Wbeellng __________________ 374 0 0 374 13 

PART 2.-6 MONTHS ENDED JUNE 30, 1964 

Bonds Stocks 

Total 
dollar 

volume Dollar Principal Dollar Share 
volume amount volume volume 

----
Registered exchanges __ c __ 39,859,731 1,559,364 1,402,277 38,103,922 1,057,326 

American __________________ 3,660,921 37,673 36,616 3,514,702 194,809 Boston, ____________________ 159,912 0 0 159,330 3,035 
Chicago Board of Trade ____ 0 0 0 0 0 CincinnatI. ________________ 23,769 26 33 23,736 442 Detrolt _____________________ 251,524 0 0 251,423 6,141 Mldwest ___________________ 1,153,170 0 0 1,151,125 25,239 
N atlonal ___________________ 157 0 0 157 172 New York _________________ 33,223,562 1,520,900 1,364,804 31,627,600 778,094 Pacific Coast _____ : _________ 927,472 86 86 919,754 27,206 
Phila.-Balt.-Wash __________ 429,541 679 738 426,392 9,947 
Plttsburgh _________________ 24,267 0 0 24,267 570 Salt Lake __________________ 1,589 0 0 1,589 4,298 
San Francisco Mining ______ 262 0 0 262 3,415 S pokane ___________________ 3,585' 0 0 3,585 3,958 

Exempted exchanges.. ____ 9,121 8 7 9,113 557 

Colorado Springs ___________ 42 0 0 42 215 Honolulu __________________ 8,366 8 7 8,358 326 Rlchmond _________________ 528 0 0 528 13 Wheellng __________________ 
185 0 0 185 3 

Rights and 
warrants' 

Dollar Num-
volume ber of 

units 

--
103,107 40,949 

---
89,626 18,044, 

27 46 
0 0 
1 4 

10 38 
46 35 
0 0 

10,595 20,923 
2,796 1,844 

6 15 
0 0 
0 0 
0 0 
0 0 
---

66 282 ---
0 0 

66 282 
" 0 0 

0 0 

Rights and 
warrants 

Dollar Num-
volume berof 

units 
------

196,445 68,058 ---
108,546 8,612 

582 278 
0 0 
7 3 

101 49 
2,045 1,016 

0 0 
75,062 54,183 
7,632 2,764 
2,470 1,153 

0 0 
0 0 
0 0 
0 0 

0 0 ---
0 0 
0 0 
0 0 
0 0 

NOTE.-Data on the value and volume of securities sales on the registered exchangcs are reported in con
nection with fees paid under Sectlon'31 of the Securities Exchange Act of 1934. Included are all securities 
sales, odd-lot as well as round-lot transactions, effected on exchanges except sales of bonds of the U.S. Govern
ment which are not subject to the fee. Comparable data are also supplied by the exempted exchanges. 
Reports of most exchanges for a given month cover transactions effected during the calendar month, but 
the reports may be of transactions cleared during the calendar month. Clearances generally occur on the 
fourth business day after that on which the trade was effected, Figures are rounded and will not neces
sarily add to the totals as shown. 

·Less than 500. 
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TABLE. lO.-Oomparative, share sales and. dollar, vOlumes -on· ea:changes

[Annual saies:lnchiding stocks, warrants-and rights, as rep~~tcd Ily all U·.S. exChanges' to th~ Commls~lon_ 
Figures for merged exchanges are included in tbose of tbe excbanges into wbich they were merged] 

'1' 

Year _Sbare sales NYS AMS .MSE. PCS 
% % % % 

------
1935 .••••• ____ 681,970,500 73.13 12 42 1.91. ,,2.69 1936 __________ 962, 135,940 7302 16.43 218 296 
1937 _________ ~ . , 838, 469. 889, 73 19 14.75 1. 79 323 1938 ______ ~ __ : . . 1i43, 331. 878 78 08 10.55 2 27 2 67 1939 __________ 468.330.340 78 23 11.39 2.26 2.35 1940 __________ 377,896,572 75.44 13.20 2. J1 2.78 1941. _________ 311,150,395 73.96 12.73 2.72 2.69 1942 ___________ 

221.159.616 76 49 11.64 2.70 '2.62 1943 ________ ;_ 486, 290, 926 74.58 16.72 2.20 1.92 1944 __________ 
465. 523, 183 73.40 ,16.87- 2.07 2.40 1945 __________ 769.018,138 65.87 21.31 1. 77 2.98 1946 __________ 
803. 076. 532 6607 19.37 1.74 3.51 1947 __________ Ii 13. 274. 867 69.82 16.98 1. 67 4.22 1948 __________ 1i71; 107. 842 . 72. 42 15.07 1.63 3.95 

1949 __________ 1i16. 408. 706 . 73. 51 14.49 1. 67 3.72 . 
19.10 __________ 893. 320, 458 76.32 13.54 2.16 3.11 1951. _________ 863,918,401 '74 40 14.60 2.10 3.54 1952 __________ 732.400,451 71 21 16.08 2.43 385 19.13 __________ 716,732,406 7264 1585 2.28 3.90 19M __________ 

1,053,841,443 71. 04 1687 2.00 3.24 1955 __________ 1,321,400,711 68. 85 19.19 2.09 3.08 1956 __________ 
I, 1R2. 487. 085 6631 21.01 2.32 325 1957 __________ 1,293.021,856 70.70 18.14 2.33 2.73 1958 __________ 
1.400.578.512 71. 31 19 14 2.13 2.99' 19.19 __________ 1.699.696.619 65.59 24. SO 200 "281 

1960 __ -_: ___ ~ __ 1.441.047.564 68.48 22.27 -2.20 3.11 1961. _________ 2. 142. 523. 490 6499 25.58 2.22 3.42 1962 __________ 1.711,945.297 71. 32 20 12 2.34 2.95 
1963 __________ 1,880,798, 423 72.94 18.84 2.33 2.83 
Six months 
.to June 30,. 1964 ________ 1. 125, 940, 568 73.92 18.07 2.33 2.66 

- Dollar volume 
(000 omitted) 

1935 __________ $15,396.139 86.64 7.83 1.32 1. 39 1936 __________ 23,640.431 86.24- 869 1. 39 1. 33 1937 __________ 21,023.865 87.85 7.56 1.06 1. 25 1938 __________ 12.345.419 S9.24 5.57 1.03 1. 27 1939 _____ :~ ___ 11.'434,528 87.20 6.56 1. 70 1. 37 1940 __________ 8,419,772 85.17 7.68 2.07 1. 52 1941. _________ - 6. 248. 055 84.14 7.45 - 2.59 1. 67 1942 __________ 4,314,294 85 16 6.60 2.43 1. 71 1943 __________ 9,033,907 84.93 8.90 2.02 1 43 1944 ________ ._ - 9.810,149 84 14 9 30 2:J1 1. 70 1945 _____ . ___ . 16.284.552 82.75 1081 2.00 1 78 1946 __________ 18;828.477 82 65 10 73 2 00 1. 87 1947 __________ 
11, .196, R06 84 01 8.77. 1 82 2.26 1948 __________ 12,911,665 84 67 8.07' 1.85 2.53 1949 __________ 10.746,93.1 83 85' 8.44 1.95 2.49 1950 __________ 21. R08, 284 8591 685 2.35 2.19 1951. __________ 21.306,087 85.48 7.56 2.30 2 .. 06, 1952 __________ 17, 394, 39.1 84 86 7.39 2.67 2.20 

1953 ________ ~_ 16.715,533 85.25 6.79 2.84 '2.20 
1954 _______ ~_, 28.140.117 86 23 6.79 2.42 2.'02 
1955 __________ 38.039.107 86.31 6.9S 2.44 1. 90 1956 __________ 3.1. 143, 115 84.95 7.77 2.75 208 1957 __________ 32,214,846 85.51 7.33 2.69 2.02 1958 __________ 38.419,560 85 42 7.45 2.71 ' 2.11 
1959 __________ 52,001,255 83 66 9.53 2.67 1. 94 
1960 __________ 45,306.603 83 81 9.35 2.73 1. 95 196L __________ 

64.071.623 82.44- 10.71 2.75 . "2.00' 
1962 _____ : ____ 54,855.894 86.32 6.81 2.76 2.00 1963 __________ 64,438,073 85.19 7.52 2.73 2.39 
Six months 
"to June 30, ._1964 ________ . 38,309,480 82.75 - 9.46 - 3. 01-. ... 2.42 

, , 
_PBS. _BSE. DSE, _PIT 

% % % % --------
.0.76 0,96 0.85 0.34 

.69 .n .74 .32 

.70 .83 .59 .38 

.79 1. 03 .75 .25 

.93 1.18 .76 .25 
1. 02. . 1.19_ ',.82 .. 31 
1. 24 1. 50 .87 .36 
1.08 1. 39 .90 .29 
085 .76 .64 .20 
.79 .81 .86 .26-
.66 .66 .79 .40-
.68 .84 .63 .28 
.90 1. 0.1 .66 .19 
.87 .76 .68 - .18. 

1.21 .93 .73 ·.18-
.79 .65 .55 .18 

'.76 .70 .58 .16 
.85 .73 .55 .16 
.83 .81 .5.1 ·.15 
.88 .1i0 .53 .13 
.75 '.48 .39 .10 
.72 .47 .49 .11 
.98 .40 .39 .13 
.73 .45 .35 .11 
.90 .37 .31 . 07 

- .89 .39 .34 .06 
.79 .31 .31 .05 
.87 .31 .36 .05 
.84 .29 .47 .04 

.-. :99 .29 .55 
. -, 

.05 

- .-, .- .. - .. 

.68 1. 34 .40 .20 

.62 1.05 .31 .20 

.60 1.10 .24 .20 

.72 1. 51 .37 .18 

.82 1 70 .34 .I~ 

.92 1 91 .36 .19 
1.10 2.27 .33· _ .. 21 
.96 233 .34 .23 
.80 1 .. 'l0 - .30 '.16 
.79 1. 29 .34 .15 
.82 1.16 .35 .14 
.79 1.23 .33 .16 
.91 1. 51 .36 .14 
.88 1.33 .34 .14 

1.11 1. 43 .39 :13 
.92 1.12 .39 .11 
.89 ,I. 06 .36 ;11· 
.99 1.11 .43 • \.1 

1.06 .1:g~ .46 .16 
.94 .39 .14 
.90 :.78 .39' ,13 
.96 .80 .42 .12 

1. 00 .76 .42 .12 
1. 01 .71 -.37 .09 
1. 01 .66 .33 .08 
1. 04 .60 .34 .06 
1. 04 .50 .37 .06 
1. 05 .46 .42 . .06 
1.07 .42 .52 .05 

" 

_1.12 .42 . .66 .06 

.CIN. 
% 
--

0.03 
.04 
.03 
.04 
.05 

.. _.08 
.14 
.12 
.07 
.06 
.05-
.05 
.08 
.08 

- .09 
.09 
.08 
.09 
.11 
.07 
.05 
.05 
.06 
.05 
:04 
.05 
.04 
.05 
.04 

.05 

.04 

.03 

.03 

.04 

.06 

.09 
__ .12 

.13 

.07 

.07 
- .06 

.07 

.11 

.10 
-.12 
.11 
.11 
.12 
.13 

. '.10 
-.09 
.08 
.08 
'.08 
.. 07 

. OS 

.07 

.07 

.06 

.06 

Othe 
% 

6.91 
2.9 o 

1 
7 
o 
5. 
9 
7 
6 
8· 
1 
3 
3' 
6 
7-
1 
8 
5 

4.5 
3.5 
2.6 

. 2.0 
3.7 
2' 7 
2.0 
2.4 
5.5 
6.8 

-4.4 
4.3 
34 
2.6 
3.0 
4.0 

·2 
4.7 

88 
4 
2' 
T 
4, 

50 
5.2 
4.1 
2.7 
3.4 
2.2 
2.2 

4 
1 
1 
9" 
3 
8 

1.6 
1.3 

1.1 0' 

- " 

.1 

.1 

.1 

6-
4-
1 

.0 7-
7 
9 
2' 
1 
9 
1 
3-
7' 
1 
9-

.0 
.0 

-.1 
.1 
.0 
.1 
.1 
.1 
.1 
.0 

.0 

.0 
'.0 
;0 

09' 
5 
7 
8 
7-

.0 8-
08 

7 
7-

.0 

.0 

.0 

.0 
5 
5 
4 
6 
5 
5-

.0 

.0 

.0 

.0 

.0 

Symhols: NYS, New York Stock Exchange' AMS, Americim Stock Exch-ang~; MSE, Midwest Stock
Exchange; PCS, Pacific Coast Stock Exchange; PBS, Philadelphia-Raltimore-Washlngton Stock EXchange; 
BSE, Boston Stock Exchange; DSE, Detroit Stock Exchange; PIT, Pittsburgh Stock Exchange; CIN,_ 
Oinclnnati Stock Excbange.·· .. 
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TABLE' l1~-Block' distributions.' of 8tocks reported. by eICchanfl61l 

-- IValue in thousands of dollars) 
.- -- . ... -- .. 

Special offerings Exchange distributions Secondary distributions 

,Calendar year 
: Num. Shares Value Num· Shares Value Num· Shares Value 

ber sold i ber sold ber sold 

.. -- --
1942 , __ .... ' ..... 79 812,390 22,694 -.-.- .. -- ------------ -------- 116 2,397,454 82,840 

,1943 ............. 80 1,097,338 31,054 -------- ------------ -------- 81 4,270,580 127,462 
1944,. ........... 87 1,053,667 32.454 -------- ------------ -------- 94 4,097,298 135,760 
1945.. ........... 79 947,231 29,878 -------- ------------ .. ------- 115 9,457,358 191,961 
1946 ............. , 23 3OS,134 11,002 -------- ------------ -------- 100 6,481,291 232.398 
1947 •. · ...•.••.•.. 24 314,270 9,133 -------- ------------ -------- 73 3,961,572 124,671 

.1948 ............. 21 238,879 5,466 -------- ------------ -------- 95 7,302,420 175,991 
1949 ............. 32 500,211 10,956 ----_ .. -- ------------ -------- 86 3,737,249 104,062 
1950 ............. 20 150,308 4,940 -------- ------------ -------- 77 4,280,681 88,743 
1951.. ...•..•..•. 27 323,013 .10,751 ----_ ... -- ------------ -------- 88 5,193,756 146,459 
1952 •.••••....•.. 22 357,897 9:931 ----- .. -- ------------ -------- 76 4,223,258 149,117 
'1953 .....••.....• 17 380,680 10,486 -------- ------------ -------- 68 6,906,017 lOS, 229 
1954 .....•••..... 14. 189,772 6,670 57 705,781 24,664 84 5,738,359 218,490 
1955 ............. 9 161,850 7,223 19 258,348 10,211 116 . 6,756, 767. 344,871 

·1956 .••.••....... 8 131,755 4,557 17 156,481 4,645 146 11,696,174 520,966 
1957 ............. 5 63,408 1.845 33 390,832 15,855 99 9.324,599 339,062 
·1958 .....•....... 5 88,152 3,286 38 619,876 29,454 122 9,508,505 361,886 
1959 ............. 3 33.500 3,730 28 545,038 26,491 148 17,330,941 822,336 

.1960 ............. 3 63.663 . 5,439 20 441,664 11, lOS 92 11,439.065 424,688 
1961.. ........... 2 35,000 1,504 33 1,127,266 58,072 130 19.910,013 926,514 
1962.. ...•.•..... 2 48,200 588 41 2,345,076 65,4.59 59 12,143,656 658,780 
1963 ............. 0 0 0 72 2,892,233 107,498 100 18,937,935 814,984 

'The first special otTerlng plan was made etTective Feb. 14, 1942; the'plnn of exchange dlstrlbution was 
'made etTective Aug. 21, 1953; secondary distributions are not made pursuant to any plan but generally 
exchanges require members to obtain approval of the e<change to participate in a secondary and a report 
on such distnbution is filed with this Commission. 

'TABLE 12.-ReorganiZation proceedings under Ohapter X of the Bankruptcy Act 
in which the Oommi8sion partiCipated during' ~he fiscal year 1964 

Dehtor District Court Petition flied Petition 
approved 

. Securi tics 
and 

Exchange. 
Commission 

notice of 
appearance 

flied 

.Admiral Oils, Inc ..•......•...•....••....•. 
Alaska Telephone Corp ............... __ .•. 

.American Bonded Mortgage Co., Inc. , .... 
'Alncrican Fuel & Power Co. (4 sub~ 

W.D. Okla ..•. June 27,1962 June 27,1962 July 30,1962 
W.D. Wash ... Nov. 2.1955 Nov.21,1955 Nov. 7.1955 
S.D. Fla...... Feb. 12,1962 July 22,1963 Aug. 20,1968 

E.D. Ky ....... Dec. 6,1935 Dec. 20,1935 May 1.1940 
D. Ariz ....... May 11,1964 May 18,1964 May 25.1964 

sidiaries) 8 ............................... . 
.Arlzona Lutheran Hospital' .............. . 
Aspic Investments Corp ................. .. S.D. FIll ...... June 29,1962 July 24,1962 Aug. 29,1962 
Atlas Sewing Centers, Inc. (49 Sub· 

sidiaries) ...................................... do ......... June 22,1962 Juno 22.1962 
Automatic Washer Co, .................... S.D. Iowa ..... Oct. 17,19.56 Nov. 2,1956 
Bevis Shell Homes, Inc. (2 subsidiaries) .... M.D. Fla ..... Juno 27,1962 June 28,1962 
Brookdale Lodge, Inc ...................... N.D. CaliL .. Sept. 18,1962 Sept. 24,1962 
Brookwood Country Club ................. N.D. IlL ..... Feh. 17,19.59 Mar. 3,1959 
Bzura Chemical Co., Inc. (1 subsidiary) ' ... ·D. N.J ........ Feh. 6,1963 Feb. 6.1963 
Cal·West AViatIOn, Inc .................... N.D. CaliL .. Oct. 26.1961 Oct. 26,1961 

. Central States Electric Corp. .............. E. D. Va...... Feb. 26, 1942 Feh. 27,1942 
Certified Cred,t Corp. (4 subsidiaries) ...... S.D. Ohio ..... Apr. 2,1963 Apr. 2,1963 

'Charlotte Motor Speedway, Inc ............ W.D. N.C .... Nov. 3,1961 Nov. 3.1961 
Clute Corp., The .......................... D. Colo ....... Nov. 5,1962 Nov. 7,1962 

. Coast Investors, Inc. I ...................... W. Wash ..... June 9,1964 June 9,1964 
Coastal Finance CDrp .•.••..... :........... D. Md ........ Fcb. 15,1956 Feb. 18,1956 

. Coffeyville Loan & Investment Co., Inc .•.. _ n. Kans ...... July 17,1959 July 17,1959 
Continental Vending Machine CO. I ........ S.D. N.y ..... July' 10,1963 July 12,1963 

. Cosmo Capital Inc .... ~ .................... N.D. IlL·.'· ... Apr. 22,1963 Apr. 22,1963 
DePaul Educational Aid Society' .............. do ......... Jan. 5,1959 Jan. 13,1959 
DUhert's Leasmg & Development Corp.... E.D.N. y ..... IIlar. 14,1963 Mar. 14,1963 
DIIbert's QUality Super·Markets, Inc •• ' •.•..... do •.•.....••..•. do ............. do ....... . 
Dixie Fertilizer Co., Inc .••••••.•......••. ~. S.D. Miss. .•.• July 21,1961 July 22,1961 
Doctors' Hospital;Inc •••••••...•. ~ ..••....• S.D. Iowa ••. ' Dec. 14,1962 Feb. 15,1963 
Dumont-Airplane & Marine Instruments, S.D.N. Y.. ... Oct. 27,1958 Oct. 27,1958 

Inc. (1 subsidiary)'. 
~EI.Tionics, lIic .•••• ~ __ .• ~ ••••••••... ~ •• ::~· .• E.D: pa:::.:. NOV.25,1958 Nov. 25,1958 

See fo()tD()tes at end of table. 

July 26.1962 
Nov. 2,1956 
July 20,1962 
Oct. 5,1962 
Mar. 19,1959 
Feb. ll, 1963 
Oct. 26, 1961 
Mar. 11.1942 
Apr. 10,1968 
Nov. 3,1961 
Jan 28,1963 
June 10,1964 
Apr. 16,1956 
Aug. 10,1959 
Aug. 7,1963 
Apr. 26,1963 
Feb. 4,1959 
Mar. 15,1963 

Do. 
Aug, 18,1961 
Jan. 25, 1963 
Nov. 10,1958 

Jan. 16, 1959 
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TABLE 12.-Reorganization proceeding8 under Ohapter X of the Bankruptcy Act 
in which the Oommis8ion participated during the fiscal year 1964-Continued 

Securities 
and 

Debtor District Court Petition filed Petition Exchange 
approved Commission 

notice of 
appearance 

filed 

Equitable Enterprises, Inc ..•....•..•...••. ·M.D. Fla .•.•.• June 19,1962 July 5,1962 July 24,1962 
Equitable Plan Co.' .......•••.•....••.•.... S.D. CaliL ... Mar. 18,1958 May 29,1958 Mar. 2:1,1958 
Fehr Brewing Co., Frank ....••••.....••••. W.D. Ky •••.. Oct. 9,1962 Oct. 10,1962 Nov. 26,1962 
Fleetwood Motel Corp_._._ ........... _ ... D.N.J ....•.... se~t. 26, 1960 Sept. 27, 1960 Nov. 3,1960 
Flora Sun Corp (6 subsidiaries) .••••.....•• S.D. FilL •..•• Fe . 2:1,1962 Apr. 25,1962 June 5,1962 
Florida Southern Corp.' ••.....•••........•• ..... do •••.•..•• May 17,1962 May 17,1962 July 12,1962 
Food Town, Inc.' .....•.........•.•.....••• D. Md .....•.• July 29,1959 July 29,1959 Aug. 13,1959 
GFE Industries, Inc .............••...•.... S.D. Iowa •..• Sept. 19, 1963 Sept. 20, 1963 Dec. 14,1963 
General Economics Corp.1 ......•.......... S.D.N.y ••••. July 17,1963 July 17,1963 Aug. 8,1963 
General Stores Corp.' •.••............••.... S.D.N.y .••.. Apr. 30,1956 May 1,1956 May 23,1956 
Goebel Brewing Co.1 ..................••... E.D. Mich .•.. Jan. 24,1964 Jan. 24,1964 Feb. 12,1964 
Great American Development Co .....•••.. W.D. Tex •••.. June 1,1961 June 3,1961 July 28,1961 
Guaranty Trust Deed Corp ...•.•........•• D. Utah ....•• Jan. 17,1963 Jan. 18,1963 Mar. 4,1963 
Hotel St. George Corp.'._ .•...........••••• E.D.N.y •.•.. Jan. 15,1964 Dismissed ..• _ Jan. 17,1964 
Hudson & Manhattan Railroad CO.3 ••••... S.D.N.y ...•• Aug. 11,1954 Dec. 14,1954 Jan. 7,1955 
Hughes Homes, Inc. (4 subsidiaries)_ ....... D. MonL ..... Sept. 8,1961 Sept. 15,1961 Oct. 19,1961 
Human Relations Research Foundation S.D. CaliL ••• Jan. ,31,1964 Jail. 31,1964 Feb. 14,1964 

(4 subsld18ries) , 
Hydrocarbon Chemicals, Inc. (6 sub- D.N.I. •.••...• Mar. 17,1964 Mar. 18,1964 Mar. 18,1964 

sldiaries) '. 
Inland Gas Corp.' ...••••••.•.•••••...••••• E.D. Ky_ •.••• Oct. 14,1935 Nov. 1,1935 Mar. 28,1939 
F.L. Jacobs Co._ ..•.......•..••.....•..••.. E.D. Mich ..... Mar. 17,1959 Mar. 18,1959 Mar. 20,1959 
Kentucky Fuel Gas Corp.'_ ............••.. E.D. Ky_ .•... O·ct. 25, 1935 Nov. 1,1935 Mar. 28, 1939 
Kentucky Jockey Club, Inc., The .......••• W.D. Ky_ ...•. Dec. 9,1959 Dec. 9,1959 Jan. 18,1960 
Klrcho(er & Arnold, Inc ......••.•.......... E.D.N.C ..... Nov. 5,1959 Nov. 5,1959 Nov. 9,1959 
Kish Industries, Inc.' .•.................... W.D. Mich •.•. Apr. 23,1964 May 13,1964 June 9,1964 
Leeds Homes, Inc. (52 subsidiaries) _ ...•.•. E.D. Timn._ .. June 15,1962 J uue 16, 1962 July 26,1962 
Liberty Baking Corp.' ••.......••..•....... S.D. N.y ..•.. Apr. 22,1957 Apr. 22,1957 May 2,1957 
Magnolia Park, Inc_._ ••.................... E.D. La ...... Oct. 16,1957 Feb. 26,1958 Oct. 24,1957 
Maryvale Community Hospital, Inc.> ...... D. Ariz •..••.• Aug. 1,1963 May 11,1964 Sept. 11, 1963 
Mason Mortgage & Investment Corp. (3 

subsidiaries) ...........................•. D.D.C ... _ .... Oct. 31,1960 Oct. 31,1960 Nov. 9,1960 
Morehead City Shipbuilding Corp ......... E.D.N.C ...... Nov. 5,1959 Nov. 5,1959 Nov. 9,1959 
H. H. Mundy Corp. (1 subsldiliry) ....•.... N.D. Okla .... Apr. 17,1961 Apr. 17,1961 May 22,1961 
Muskegon Motor Specialties Co_ ... _ .•...• _ E.D. Mich ••.. May 11,1961 May 11,1961 May 12,1961 
Nevada Industrial Guaranty Co. (I Bub· 

sldlary)i' .. ···· .. ·•······ ..••..••.....•..•. D_ Nev •••..•• May 7,1963 May 7,1963 July 2,1963 
Joe Newcomer Finance Co_ ................ D. Colo .....•. Apr. 26,1963 Apr. 26,1963 May 2,1963 
New·Kanawha Industrial Corp. (1 sub· 

sldiary) ..•.........•...........••.•••••.. S.D. W. Va •••• Nov. 2,1962 Nov. 2,1962 Dec. 3,1962 
Parker Petroleum Co., Inc.3 .• _ •• _ ......... W.D. Okla .... May 6,1958 May 6,1958 June 9,1958 
Pickman Trust Deed Corp .•••....•....•... N.D. Calif ••.. June 13,1960 June 13, 1960 June 13, 1960 
Precision Transformer Corp ________________ N.D. IlL •..•• Aug. 13,1962 Aug. 13,1962 Aug. 13,1962 
Prudential Diversified Services (4 sub· 

sidiaries) _ .......••.....•.........•....•.. D. MonL .••.• Mar. 26,1963 Mar. 26,1963 May 3,1963 
Rlmak ElectroniCS, Inc. (1 subsidiary) , .... S.D. CaliL .•. Dec. 9,1963 Dec. 9,1963 Feb. 3,1964 
Scranton Corp., The (3 subsidiaries) •...••• M.D. Pa ...... Apr. 3,1959 Apr. 3,1959 Apr. 15,1959 
Shawano Development Corp_ .•........•••. D. Wyo ....... Apr. 3,1959 Apr. 13,1959 !\lay 20,1959 
Sire Plan, Inc., The (13 subsidlaries) .....• _ S.D.N.y ... _ •. Feb. 16,1963 Feb. 16,1963 Feb. 18,1963 
Sire Plan Management Corp., The (4 sub· 

Apr. 30,1963 sldlariesil affiliate) _ ..........•......••... ..... do_ ..••••.• Mar. 4,1963 lIIar. 4,1963 
Southern nterprise Corp. (1 subsidiary)._ S.D. Tex. ..... Oct. 31,1958 Nov. 3,1958 June 18,1960 
Southwest Factories, Inc.'._ .•............•. W.D. Okla .••• July 27,1962 July 2:1,1962 Aug. 23, 1962 
Southwest Foundation Inc •.. _ ......... _ •.. D. N. Mex ••.. May 19,1960 June 22,1960 Oct. 31, 1961 
St. John's View Sites ••................ _ .... S.D. CaliL. __ July 6,1962 July 6,1962 Aug. 20,1962 
Stardust, Inc.' ....................... _ ..... D. Nev_ ..... _ July 19,1956 Sept. 10, 1956 Sept. 7,1956 
Swan-Finch Oil Corp. (1 subsidiary)._ ..... S.D.N.y ...... Jan. 2,1958 Jan. 2,1958 .Tan. 2;,1958 
Taylor International Corp. (1 subsidiary) _. S.D. Fla_ ..... Dec. 28,1962 Jan. 2,1963 Feb. 27,1963 
Tele·Tronies Co.' The .... _ ................. E.D. Pa ..••.. July 26,1962 July 2:1,1962 Sept. 13,1962 
Tenax, Inc. (1 subsidlary>-.. _ .............. S.D.N .y ..... _ Nov. 30,1962 Nov. 30, 1962 Nov. 30,1962 
Third- Avenue Transit Corp. (5 subsidi· 

3,1949 arics) 3 __ ... ____ .. _ ............. _ .... _ ... _ _____ do_ ..•..... Oct. 25,1948 June 21,1949 Jan. 
TMT Trailer Ferry Inc. (4 subsidiaries)_._ S.D. Fla_ ..... June 2;,1957 Nov. 15,1957 Nov. 25,1957 
Townsend Growth Fund, Inc ... _ ......... S.D.N.y ...... May 10,1961 May 10,1961 May 10,1961 
Traus·Uuited Industries, Inc ..•............ D. Conn. __ ... Apr. 8,1963 Apr. 29,1963 May 2:1,1963 
Tri·State Petroleum Inc.> .................. S.D. Calif ..•.. June 17,1963 June 24, 1963 Sept. 2:1, 1963 
Trustors' Corp ..... _. ___ .... _ .............. N.D. CaIiL .. Sept. 14,1961 Oct. 9,1961 Oct. 17,1961 
Twentieth Century Foods Corp_ •.• _ ..••••. E.D. Ark __ .. _ Oct. 30,1961 Nov. 9,1961 Feb. 21,1962 
Vinco Corp ___ .. ___ .. _ .. : .... _ .... _ .....••• E.D. Mich ••.. Apr. 1,1963 Apr. 8,1963 Apr. 9,1963 
Walco Building co~ .. -...........••....•. N.D. TIL •.... July 31,1961 Sept. 15, 1961 Sept. 15, 1961 
\Vindermere Hotel o .. __ .•....... ~ ...••••• ..... do .......•. Sept. 13, 1960 Oct. 12, 1960 Oct. 24, 1960 
Yuba Consolidated Industries, Inc •••••.••• N.D. CaliL .. Mar. 21,1962 Mar. 21,1962 Mar. 23,1962 

, Comm,sSlon filed notice of appearance in fiscal year 1964. 
2 Reorganization proceeding closed during fiscal year 1964. 
3 Plan has been substantially consummated but no final decree has been entered liecauSe of pending 

matters. . . 
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TABLE 13.-8ummart/ of criminal cases developed bV the Oommission 'Which 'Were 
stilZ pending at June SO, 1964 

Cases 

Number 
ofde

Cendants 
in such 
cases 

Number 
of such 

defendants 

Number of such deCendants 
as to whom cases are still 
pending and reasons there
Cor 

~~wh~~~I------.---~----
been com

pleted 
Not yet Awaiting Awalting 
appre- trail appeal 
hended 

----------------------�-----\-------\-------\----------------
Pending, reCerred to Department 

Justice in the fiscal year: 
oC 

1938 _______________________________ 
0 0 0 0 0 0 1939 _______________________________ 
0 0 0 0 0 0 1940 _______________________________ 
0 0 0 0 0 0 194L ______________________________ 
0 0 0 0 0 0 194L _____ 0 0 0 0 0 0 

194L _____ ::: :::::::::::::::::::: 1 3 0 1 2 0 1944 _______________________________ 
0 0 0 0 0 0 1945 _______________________________ 
1 1 0 1 0 0 1946 _______________________________ 
4 15 0 15 0 0 1947 _______________________________ 
1 4 0 4 0 0 1948 ____ , __________________________ 
0 0 0 0 0 0 1949 _______________________________ 
0 0 0 0 0 0 1950 _______________________________ 
0 0 0 0 0 0 195L ______________________________ 
0 0 0 0 0 0 1952 _______________________________ 
0 0 0 0 0 0 1953 _______________________________ 
1 1 0 1 0 0 1954 _______________________________ 
1 7 0 7 0 0 1955 ___ - _________________ : _________ 0 0 0 0 0 0 1956 ___________________________ ' ____ 0 1 1 0 0 0 1957 _______________________________ 3 35 5 0 30 0 1958 _______________________________ 1 4 0 0 4 0 1959 _______________________________ 8 89 10 24 55 0 1960 _______________________________ 9 51 10 7 32 2 196L ______________________________ 15 155 38 35 81 1 

1962 _______________________________ 19 83 43 1 37 2 
19f13 _______________________________ 23 86 27 1 58 0 1964 _______________________________ 15 30 2 0 28 0 ------ ----TotaL __________________________ 102 565 136 97 327 '5 

SUMMARY Total cases pending' _ _ _ _ _______ __ __ _ __ ______________ _______________________________ ________________ 153 
Total deCendants ,_ _ ____ _____ _ ____________ _____ _____________________________ _______ _________________ 759 
Total deCcndants as to whom cases are pending ,____________________________________________________ 640 

1 As oC the close of the fiscal year, indictments had not yet been returned as to 214 proposed deCendants 
In 51 cases reCerred to the Department oC Justice. These are rellected only in the recapitulation oC totals 
at the bottom of the table. _ 

2 This llgure also includes live deCendants on appeal who have been reported as convictions In column 3. 
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'Til'LEi i4:~Slimniarir'of 'cases in8tituted in th:e' courts by"'tAe' C01nmi88ion:und~-;' 
the Securitie8 Act of '1933,' the Securitiii's' Exchange Act of 1934, the Public 

"Utility""Holding Company Act 'of 1935;" the Investment Compaify·:tfct 'of 1940; 
and the In'Vestmenf Advi8ers Act of 1940 

,,' " 
Total Total Cases Cases Cases Total Cases 
ca"BS cases pending pending instituted cases closed 

instituted closed at end at end during pending during 
.Types of cases up to end up to end of 1964 of 1963 1964 during 1964 

of 1964 of 1964 fiscal fiscal fiscal 19r.4 fiscal 
fiscal fiscal year year year fiscal year 
year year " .. - .' year·- , .. " .. 

---------------- ----
Actions to enjOin violations of . 
.- the above Acts. ______________ 1,350 1,254 101 114 76 190 , 94 
ActIOns to enforce subpoenas 
. under the Securities Act and 

the Securities Exchange Act __ 98 93 5 7 8 15 10 
Actions to carry out volnntary , ' 

" plans to comply with SectIOn 
11(b) of the Holding Com· 
pany Act.. __________ . ________ 146 140 6 6 1 7 1 

Miscellaneous actions ____ . ______ 60 46 11 5 10 15 4 
---------------------------

" TotaL _ .. ______ . __ . ______ 1,654 1,533 123 132 95 227 109 

TABLE I5.-Summary of cases in8tituted against the 'Commission, ca8es in which, 
the Commission participated as intervenor or amicus curiae, and reorganiza

, tion cascs on appeal under Chapter X in .which the Commission participated 

Types of cases 

Total Total 
cases cases 

instituted closed 
up to end up to end 

of 1964 of 1964 
fiscal fiscal 
year year 

Cases 
pending 
stend 
of 1964 
fiscal 
year 

Cases 
pending 
at end 
of 1963 
fiscal 
year 

Cases 
instituted 

during 
1964 
fiscal 
year 

Total 
cases 

pending 
during 

1964 
fiscal 
year 

Cases 
closed 
during 

1964 
fiscal 
·year 

----------,I~--------------------
Actions to enjoin enforcement 

of SecuritIeS Act, Securities 
Exchange Act and Public 
UtIlity IIolding Company 

. Act· with the exception of, 
subpoenas issued by the 
Commission ______ ..:_-________ _ 

Actions to en/'oin enforcement 
of or ,comp iance with sub· 
poenas issued by the Com· 
mission _____________________ _ 

Petitions for . review of. Com· 
mlssion's orders by Courts of 
Appeals under the various 
Acts ,!dl!limstered by the 
Commlsslon ________________ _ 

Miscellaneous actions against 
the CommiSSIOn or officers 
of the CommIssion and cases 
in which the Commission 
participated as intervenor or 
amicus curiae ___ . _____ . _____ _ 

Appeal cases under Ch. X in 
which the Commission partic' 
ipated .... """""" ____ "" ""_"""". 

TotaL ____ "" ____ ."" __ "" __ 

66 59 

10 10 

264 259 

273 249 

199 188 

812 765 

6 7 

o o 

5 12 6 18 13 

24 14 15 29 

12 7 14 2 

47 39 30 69 22 



TABLE 16.-Indictmcnts rcturned for violation of the acts admini8tered by the Commi8sion, the Mail Fraud Statute (Sec. 1341, formerly 
Sec. 338, Title 18, U.S.C.) and other related Federal statute8 (wllere the Commi88ion took part in the investigation and develop
ment of the ca8e) which were pend'ing during tlle 1964 fiscal year-Continued 

Name of principal Number 
defendant of de-

Aaberg, Henry O. 
(Titanol, Inc,). 

A bbott, Roger D. 
(FranklIn Accept
ance Corp,). 

Abrams, Joseph 
(Automatic Washer 
Co" Inc,). 

Addison, John l\filtOlL 

Albert, Sydney L, 
(Bellanca Corp,), 

Albrecht, Harry 
William. 

Amigos Oas & Oil 
Corp. 

Barnett, Marion 
Edmond. 

Batten, Franklin L, 
(Batten and Co" 
Inc,). 

Benjamin, :If artin 
(American Equities 
Corp,), 

Bennett, Sterling W __ _ 

Bergman, Vernon 
Evans (Solomon 
Evans), 

Berman, Charles E. 
(Cornelis DeVroedt 
Co.). 

fendants 

2 

8 

6 

10 

4 

4 

5 

4 

2 

25 

U.S. District 
Court 

Indictment 
returned 

Wyoming _________ Sept. 4,1962 

Southern District Nov. 5,1963 
of Florida. 

Southern District Apr. 3,1961 
of New York. 

Northern District May 16, 1960 
of Texas. 

Sonthern District Mar. 14,1960 
of New York. 

Western District Nov. 9, 1960 
of Oklahoma. 

Eastern Distnct Dec. 5,1962 
of Texas. 

Western District June 2,1964 
of Oklahoma. 

District of Aug. 27,1962 
Columbia. 

Charges 

Secs. 5(a) (2) , 17(a), 1933 
Act; Sees. 371 1341 Title 
18, U.S.C. 

Sec. 17(a), 1933 Act; Sec. 
1341 Title 18, U.S.C. and 
Sec. 371 Titlc 18, U,S,C. 

Secs. 5(a)(I) and 5(a)(2), 
1933 Act; Sec. 371, TItle 18, 
U.S.C. 

Sees. 5(a)(2), 5(c) and 17(a), 
1933 Act; Secs. 3i1 and 
1341, TItle 18, U .S.C, 

Sees. 5(a) (I) and (2), 1933 
Act; Sees. 9(a)(2), 16(a) 
and 32(a), 1934 Act; Sees. 
2, 3i1 and 1621, Title 18, 
U.S,C. 

Sees. 5(a)(2) and 17(a), 1933 
Act; Sec. 1341, TItle 18, 
U.S.C. 

Sees. 5(a), li(a), 1933 A,ct; 
Sees. 371, 1341 TItle 18, 
U.S.C. 

Sec. 17(a), 1933 Act; :-;ec. 
1341 Title 18, U,S,C. and 
Sec. 371 Title 18, U.S.C. 

Secs, 1505 and 1622 Title 18, 
U.S.C. 

Southern District Feb. 20,1962 Sees, 5(a), 5(c), 17(a) and 24, 
of New York. 1933 Act; Secs. 2, 1341 and 

2314, TItle 18, U.S, C 

Eastern District 
of South 
Carolina, 

Eastern District 
of Texas. 

Southern District 
of New York. 

June 3,1963 

Jan. 24,1962 

Dec. 2, 1958 

Sec. 17(a), 1933 Act; Sec. 
1341 Title 18, U.S.C. and 
Sec. 371 Title 18, U.S,C. 

Sec. 17(a), 1933 Act; Secs. 
1341 and 2314, TItle 18, 
U.S.C. 

Sec. 17(a), 1933 Act; Sees. 
371, 1341 and 1343, Title 18, 
U.S.C. 

Status of case 

One defendant pleaded gnllty to 7 counts and was sentenced to 3 years in 
prison; remaining defendant sentenced to 3 years and piaced on probation 
on hIS guilty plea of 2 counts of the indictment, 

Pending. 

Three defendants found guilty; sentencing deferred, One defendant 
acquitted; one defendant dismissed and one defendant deceased. Pend
ing. 

Appeal filed Feb. 21, 1961, from the conviction of six defendants. Opinion 
rendered affirming convictions, May 24, 1963. Indictment dismissed as 
to three corporate defendants. Pending as to remaining defendant. 

All defendants arraigned; pleaded not guilty and posted bonds. Pending 

On plea of guilty defendant was sentenced to 5 years confinement. 

All defendants acquitted. 

Pending. 

Defendant fOWld guilty and sentenced from 4 to 12 months and a day on 
violations of Secs. 1505 and 1622. Pending appeal. 

}·our defendants found guilty. Sentences imposed ranging from 6 months 
to I year and 1 day. Appeal filed by four defendants from their convIC
tion,. One defendant acquitted. CA-2 affirmed convICtions. Petition 
for writ of certiorari filed and denied. 

Pending. 

Both defendants flied notices of appeal from the judgment of their convic
tions entered Aug. 2, 1962. Convictions affirmed by CA-5. Petition 
for writ of certiorari filed Apr. 15, 1961. Pendmg. 

Opinion filed denying motions of three defendants for severance and grant
ing limited inspection and certain particulars. Pending. 



TABLE l6.-Indictments returned for violation of the act8 administered by the Oo'mmis8ion, the Mail Fraud Statute (Sec. 13J,1, formerly 
Sec. 338, Title 18, U.S.O.) and other related Federal statutes (1vhere the Oommission took part in the investigption and develop
ment of the case) which were pending during the 1964 fiscal year-Continued 

r Name,of principal Number U.S. District Indictment 
. defendant of de- Court returned Charges Status of case 

fendants 

B ernstein, Albert 6 _____ do ___ ~ ________ • Oct. 3, 1901 Sec. 371, Title 18, U.S.C _____ Pending. 
(J. A. Winston & 
Co.). Do _________________ 6 

_____ do _____________ 
Jan.15, 1962 

_ ___ .do_. _____________________ 
Do. .. 

B erry, Robert K _______ 2 New Jersey _______ Jan. 8, 1964 Secs. 17(a) and 2, 1933 Act; Do. 
Sec. 1341 Title 18, U.S.C. 

B inell, Lowell M. 16 Southern District Mar. I, 1961 . Secs. 1i(a) and 24, 1933 Act; Four Individual defendants and two corporate defendants pleaded guilty 
(Doeskin Products, of New York. Secs. lO(b), 32(a) and Rule to various counts of the Indictment; another defendant pleaded guilty 
Inc.). , . , 10b-5, 1934 Act; Sees. 2, to an Information charging violations of Sec. 10(b) of the 1934 Act. Appeal 

1341 and 2314, Title 18, filed by one defendant Sept. 12, 1963. CA-2 affirmed judgment of 
U.S.C. district court. 

B lack, Morris (Great 
Sweet Grass Oils, 

4 
_____ do _____________ 

Oct. 5, 1961 Sec. 371, Title 18, U.S.C ___ ._ One defendant dismissed. Pending as to remaining three defendants. 

Ltd.). 
B owen, Norman E. 1 Northern District! Aug. 31, ~1960 Secs. 5(a)(2), 17(a)(l), 1933 Closed. 

(S.D:C. Distributors of Georgia. Act; Sec. 1341, Title 18, 
& Sal~s Co.). U.S.C. 

{Mar. 5, 1962 } Sees. 5 (a)(2), 17(a), 1933 Act; All defendants apprehended. Five defendants pleaded not gnllty. Pend-Do _________________ 
7 

_____ do _____________ (Superseding Secs. 371 and 1341, Title Ing. 
indictment) 18, U.S.C. . 

B radford. P~l1ip L _____ 2 Southern District Jan. 27, 1964 Secs. 2314 and 2, and Sec. Pending. 
of New York. 371, Title 18, U.S.C. 

B renek, Francis J ______ 1 Western District Mar .. 7, 1963 Sec. 17(a), 1933 Act; Sec. Defendant sentenced to 18 months In prison on count 5 and placed on 
of Washington. 1341, Title 18, U.S.C. and probation for a period of 3 years on count 6 charging violations of Sec. 

Sec. 1001, Title 18, U .S.C. 1001. 
B roadley, Albert E. 5 Western District July 17. 1947 Sees. 5(a)(l) and (2) and 17 One defendant deceased. Pending as to remaining four defendants. 

(Hudson Securities). of New York. (a)(1), 1933 Act; Secs. 371 
and 1341, Title 18. U.S.C. 

Pending. B rown, Darwin 2 District of Mar. 11, 1964 Sec. 17(a). 1933 Act; Sec. 371, 
Charles (Inter. Columbia. Title 18, U.S.C. 
American Tlmher 
Corp.). 

B rown, Darwin 3 
_____ do _____________ Mar. 18, 1964 _ ____ do ________________ • ______ Do. 

Charles (Venezuela 
Mines, Inc.).' Nevada ___________ July 11, 1963 Secs. 5(a)(2) and 17 (a) , 1933 On plea of nolo contendere one defendant was sentenced for 1 year and 1 day. B utler, J. ClInton ______ 2 

Act. Sentence suspended and defendant placed on probation for 2 years. 
Remaining defendant dismissed. 
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Byrnes,1oe H. (In. 
~ vestors Mortgage 

Corp.). . 
Cage, Ben Jack 

(Bankers Bond Co., 
Inc.). , 

Cannon, Jr., Thomas 
P. (Capital Funds, 
Inc.)'. 

Canter, Michael 
(Belmont 011 
Corp.). 

Carroll, Howard P. 
(H. Carroll & Co.). 

Cas8van Industries 
Inc. 

Charnay, David B. 
(Walker·Stevens, 
-lnc.). 

Do ••••••••••••••••• • 
Childs, Kenneth R •••• 

Cbron, Robert T •••••• 

Cohn" David M •••••••. 

Columbus Rexall 
Consolidated Mines 
Co. 

Vldalakls, Nick S ...... 

Cay\as, William 1 ..••.. 

Cromer, L. L •••••••••• 

6 Southern District Feh.26, 1962 
of Florida. 

6 Northern District Apr. 22, 19f1O 
of Texas. 

5 Alaska •••••••.•••• Mar. 29,1962 

4 Southern District May 14, 1964 
of New York. 

2 Southern District May 23,1962 
of California. 

I; New Jersey.. ••••• Oct. 30,1963 

3 Southern District June 21, 1962 
of New York. 

3 ••••• do............. June 24,1963 

3 Kansas............ Aug. 19,1963 

2 New Hampshire.. May 'Z1,1963 

Eastern District Sept. 6,1962 
of Arkansas. 

23 Southern District May 31,1961 
of Florida. 

••••• do ••••••••••••• {~f:io~~61 
tlon). 

d 
{
Jan: 11,1962 . .... 0............. ~}~~)~a-

d 
{
Jan. 12.1962 "'" 0............. (Informs-" 

'r . ,tlon) •. 

Sees. 5(a)(2), 17(a) 1933 Act; 
Sees. 371 and 1341, Title 
18, U.S.C. 

Sec. 17(a),1933 Art; Secs. 371 
and 1341, Title 18, U.S.C. 

Sees. 5(a)(2) and 17(a), 1933 
Act; Sees. 371 and 1341, 
Title 18, U.S.C. 

Sees. 5(a)(2)~ 17(a) and 24, 
1933 Act; t:!ees. 2 and 371 
Title 18, U.S.C. 

Sec. 17(a), 1933 Act. •••...... 

Sees. 17(a) , 17(a)(2), 1933 
Act; Sees. 2, 1341 and 3il 
Title 18, U,S.C. 

All defendants found guUty and sentences Imposed ranging from 18 months 
to 3 years June 18, 1963. 

$10.000 bond set for five defendants. One defendant deceased and one 
defendant dismissed. Pending as to the four remaining defendants. 

Order entered Dec. 27, 1962, dismlsslnl!' the indictment as to one defendant. 
Notice of appeal filed to the USSC from the order entered Dec. 27,1962. 
Pending. 

Pending. 

Both defendants found guilty on all counts of the Indictment; corporate 
defendant fined a nominal line of $50 since company Is defunct; remaining 
defendant fined $2,500 and placed on probation for 1 year. Appeal filed 
by individual defendant. Convictillls affirmed by CA-9. 

Pending. 

See. 1621 Title 18, U.S. C .•.. Indictment nolle prossed. 

Sees. 17(a) and 24, 1933 Act; 
Sees. 9(a) (2) and 32(8), 
1934 Act. 

Sees. 5(a)(2) and 17(a), 1933 
Act; Sec. 1341 Title 18, 
U.S.C. and Sec. 371 Title 
18, U.S.C. 

Sec. 17(a), 1933 Act and Sec. 
1341 Title 18. U.S.C. 

Sees. 5(a) (1), 5(n) (2) and 
17(a), 1933 Act; Sec. 15(a), 
1934 Act; Sec. 1341 Title 
18, U.S.C. 

Secs. 5(a)(I), 5(a)(2). 5(c) 
and 17(8), 1933 Act: Sees. 
371 and 1341, Title 18, 
U.S.C. 

} RuJe 10b-5, 1934 Act . 

} .•.. do. __ .•.....•••...•....•• 

}RuJe 10.6(3), 1934 Act ••.••• 

Pending. 

Do. 

Do. 

Defendant found guilty on 10 counts 01 an ll·count Indictment chargin 
violations of Sees. 5(a) and 17(a) of 1933 Act; Sec. 15(a) of 1934 Act and 
mail fraud statutes. Remaining connt dismissed. Defendant sentenced 
to 30 days confinement and fined $10,000. 

Fifteen defendants convicted: various s~ntences and fines ranging from $200 
to $36,000 were imposed. One defendant was dismissed; three defendants 
were acquitted and five defendants appealed from their convictions. 
CA~5 affirmed judgment of district court. Pending as to four defendants. 

Closed. 

Do. 

Do. 



TABLE IG.-Indictlllents l'et111'lled f01' violation of the acts administered by the Oommission, the Mail Fraud Statute (Sec. 1341, formerly 
Sec. 338, Title 18, U.S.O.) and other related Federal statutes (where the OOlllm iss ion too~; part in the investigation and develop· 
rnent of the case) which were pending during the 1964 fi8cal year-Continued 

Name of principal 
defendant 

Corrigan, Herbert E. 
(Insured Mortgage 
'" Title Corp.). 

Crowell, Alec ilL •..•.. 

de Lyra, John L •.•.••• 

Dc Pasquale, Ralph 
(General Investing 
Corp.). 

DiRoma, Jr., Agostino 
(DiRoma, Ale,ik & 
Co.). 

Dotson, Leighton G •.. 
I 

Duncan, Donald L .•.. 

Edmonds, Stuart C .•. 

Eichler, Robert 
(Arlce Asso~lates). 

Elzenman, Ray (Inter. 
City Finance Corp). 

00 .•••..••..•...• _. 

Elbel, DonaldR. (The 
Coffeyville Loan & 
Investment Co., 
Inc.). 

Number 
of de· 

fendants 

U.S. District 
Court 

Indictment 
returned 

1 .•..• do............. Feb. 26,1962 

2 Eastern District 
of Louisiana 

Aug. 2,1962 

3 Southern District Oet. 10, 1963 
of New York. 

8 •••.• do .•.....• _ .... July 21,1961 

3 Massachusetts..... July 2,1963 

4 Northern District Apr. 21,1964 
of Texas. 

2 Southern District Mar. 13, 1964 
of New York 

1 Massachusetts..... May 26, 1964 

7 Southern District May 28, 1962 
of New York 

Charges 

Sec. 17(a) , 1933 Act; Sec. 
1341, TItle 18, U.S.C. 

Sec. •. 5(3)(1), 5(c) and 17(8), 
1933 Act; Secs. 371 and 
1341. Title 18, U.S.C. 

Secs. 371, 1001 and 2 Title 18, 
U.S.C. 

Secs. 17(a) and 24, 1933 Act; 
Sees. 2.371 and 1341, Title 
18, U.S.C. 

Sec. 17(11), 1933 Act; Sec. 
1341 Title 18, U.S.C. and 
Sec. 371 Title 18, U.S.C. 

Secs. 5(a)(2) and 17(a), 1933 
Act.; Sees. 371 and 1341, 
Title 1~, U.S.C. 

Sees. 17(a) and 24, 1933 Act; 
Sees. 371, 1341, 1343 and 2, 
Title 18, U.S.C. 

Sec. 17(8), 1933 Act; Sec. 
lO(b) and Rule 10b-5, 1934 
Act; Sec. 1341 Title 18, 
U.S.C. 

Sees. 2, 371 and 2314, Title 18, 
U.S.C. 

4 Southern District Aug. 23,1962 Sec. 17(a), 1933 Act; Secs 371 
oC Florida. and 1341 TItle, 18 U.S.C. 

Nov. 19,1962 ..... do .......... _ ...•......•• 
4 .••.. do............. (Supersed· 

ing) 

1 Kansas. . .•• •••..• Sept. 20, 1962 Secs. 5(a)(1), 5(,,)(2), 17(a) , 
1933 Act; Sec. 1341 Title 18, 
U.S.C. 

Status of case 

Defendant apprehended May 2, 1963. Pending. 

Both defendants pleadcrl guilty to 2 counts of the indictment for violations 
of 1933 Act and mail fraud statutes. Sentencing deferred. Pending. 

Pending. 

Do. 

All defendants arraigned July 17, 1963; pleaded not guilty and posted bond 
of $1,000. Pending. 

Pending. 

Do. 

Do. 

Three defendants were given sentences ranging Crom 6 months to 2 years 
and fines of$2,500 and $10,00) imposed on said defendants. One clefendant 
deceased. Pending as to the remaining three defendants. 

Closed. 

One defendant pleaded guilty to violating the anti·lraud provisions of 1933 
Act and mail fraud statute and sentenced to 3 years. Two defendants 
found guilty Apr. 17, 1953, sentenced to 5 years imprisonment and OM 
deCen:lant tined $10,000. Indictment dismissed as to the remallling 
defendant in Junc 1963. 

Defendant found guilty on 7 counts 01 the indictment in violation of Sec. 
17(a) of 1933 Act and 8 countsolSec. 1341. Sentenced to 15 years imprison· 
ment. Pending appeal. 



-I 
1:.' -, 
b s: 

Farrell, David (Los 
Angeles Trust Deed 
and Mortgage Ex. 
cbange). 

Do .••...•••.••.• __ _ 

r Fewell, George Hamil· 
"" ton (Permian Oper. 
",'\ atlng Co., Inc.). 

Filiberti, Raymond R. 
~ (Douglas Precision 

Parts, Inc.). 
Franklin, H. Wayne ••• 

Fricke, Paul G. 
(Dunloe Drive. Inc.). 

Garfield, Samucl 
(Shawano Develop
ment Corp.). 

Garfield, Samuel S. 
(United Dye & 
Chemical Corp.). 

Gilbert, Edward M. 
(Celotex Corp.). 

Glezennan, Allan ]\1._. 

Goldstein, Benjamln_._ 

Gradsky, Normau 
(Credit Finance 
Corp). 

Grant, Harry L. 

Gray, Chester 
(Imperial Petroleum 
Co.). 

3 Southern District Mar. 8, 1961 
of California. 

3 ____ .do_ .••. __ ._____ Dec. 10,1961 
(Super. 
seding 
indict
ment). 

2 Western District Dec. 14,1962 
of Tennessee. 

Southern District Jan. 21,1964 
of New York. 

6 New Mexlco •••••. _ Apr. 25,1963 

Northern District Feb. 28,1963 
of Illinois. 

12 Sonthern District Apr. 13,1961 
of New York. 

33 ..... do ........••... July 14,1961 

....• do ....•..• _._._ June 28,1962 

N ortilern District Oct. 9,1963 
of Ohio. 

1.5 Southern District May 2,1963 
of New York. 

11 Southern District June 14,1961 
of Florida. 

2 Northern District Sept. 19, 1961 
of Hlinois. 

6 Southern District Aug. 2,1961 
of Florida. 

Sec. 17(a)(I), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

• ____ do .•.... _______ ..•....... 

Secs. 5(a)(I), 5 (al(2), 17(a) 
and 5(c), 1933 Act; Sec. 
1341 Title 18, U.S.C. and 
Sec 3il Title 18, U .S.C. 

Secs. li(a), 2 and 24, 1933 
Act; Sec. 371 Title 18, 
U.S.C. 

Secs. 5(a) (2) and 17(a), 1933 
Act; Sec.15(a) and Sec. 24, 
1934 Act; Sec. 1341 Title 
18, U .S.C. and Sec. 3il 
Title 18, U.S.C. 

Sec. 17(a). 1933 Act. and 
Sec. 1341 Title 18, U.S.C. 

Secs. 5(a). 5(c), 17(a), 1933 
Act; Sees. 371 and 1341, 
Title 18. U.S.C. 

Secs. 5(a)(1) and 24, 1933 
Act; Sees. 9 (a)(2), 9(a)(6) 
and 32(a), 1934 Act: Sees. 
2 and ~71, Title lR, U.S C. 

Sees. 5(a)(I), 17(a), 24. 1933 
Act; Sees. 16(a), 32(a), 
1934 Act: Sees. 2, 1341, 1343 
and 2314, Title 18, U .S.C. 

Sec. lO(b) and Ruie IOb-5, 
1934 Act: See. 1341 Title 
18. U.fl.C. 

Sees. 5(a) (2), 17(a), 24 and 
2, 1933 Act: Sec. 371, 
Title 18, U.S.C. 

Sec. 17(a), 193~ Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Secs. 5(a)(I), 17(a), 1933 
Act; See. 1341, 'l'itJe 18, 
U.S.C. 

Sec. 17(a). 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Closed. 

One defendant found not guilty. Two defendants found ~uilty on 32 
counts of indictment; one defendant sentenced to a total of 10 years and 
fined $8A.50~; the other defendant sentenced to a total of 4 years and 
filled $52,000. Appeal filed by two defendants. Decision by CA-9 
alnrming the conVIctions. 

One defendant convicted and sentenced to 5 years In prison and fined 
$2,500. Remaining defendant deceased. Appeal filed. 

Pending. 

Do. 

Do. 

One delendant pleaded guilty; sentenCing deferred. Pending. 

Nineteen defendants found guilty on various counts of the Indictment; one 
defendant pleaded nolo contendere. and four defendants appealed from 
their convictions. CA-2 affirmed Judgments of dIStrict court. Pending 
as to 13 defendants. 

Pending . 

Do. 

One delendant entered plea ol guilty. Pending as to remaining 14 defend· 
anLS. 

Ten defendants found guilty on all connts of the indictment; sentences 
ranging from I to 20 years. Appeal filed hy each dl'fl'ndant from tbeir 
convictions. Remaining defendant not yet apprehended. Pending. 

On pleas of guilty both defendants placed on probation for 2 years. 

One def~ndant acquitted May ~,1962. One delendant on plea Qf ~Ilty 
sentenced to I year, sllSpended and placed on probation ami fined $500. 
Two defendants sentenced to 3 years imprisonm('nt; filed noLice of 
appeal on their convictions. Opinion rendered affirming the convictions 
of March 29. 1963. Petition for writ of certiorari filed by one defendant. 
Pending as to three defendants. 



-''1'ABLE 1'6.-indiciment8 returned ;or vioiation 0; tlte act8 administe1'ed by tlle Oommission, the Mf1Iil Fraud Statute (Sec. 1341, formerly ~ 
Sec. 338, Title 18, U.S.O.) and other related Federal statutes (where tile Oommis8ion took' part in the inve8tigation and develop· 
ment of the case) which were pending during the 1964Jiscal year-Continued 

Name,of prinCipal Number U.S. District 
. defendant of de· Court 

Indictment 
returned Oharges 

fendants 

Graye, James C. 
(James C. Graye 
Co.). 

Yetman. Jack ••.•••••• 

Greenberg, Jacob H. 
(Morris 
Mac Schwebel). 

Do .•....•.......•. 

Gregory, Kenneth H. 
(Canam Invest
ments, Ltd.). 

Grene, Rohert (Se
curity Guaranty 
Co., Inc.). 

Guterma, Alexander 
L. (United Dye & 
Chemical Corp.). 

Garfield, Samuel S •••••. 

Hayutln, Marvin •••••• 

Herr, Walter E. 
(American Sales 
Training and Re
search, Inc. • 

50 Connecticut....... May 18,1960 Sees. 5(a) (I) and (2) and 
Sec. 17(a), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.O. 

2 ••.•• do ••••••.•• ~.. Sept. 15,1960 

2 Southern District Feb. 6, 1961 
of New York. 

2 ...•• do ••••••••...•...•• do •••••.. 

28 N~w Hampshire.. Sept. 21,1961 

Secs. 5(a) (I), 5(a)(2), 5(c) 
and 17(a), 1933 Act; Secs. 
371 and 1341,. Title 18, 
U.S.O. 

Sec. 371, Title 18. U.S. C .•••• 

Sees. 5(a)(1), 5(a) (2) and 
17(a), 1933 Act: Sees. 2 
and 371, Title 18, U.S.C. 

Ser.s. 5(a) (I) and (2) and 
17(a), 1933 Act; Secs. 371 
and 1341, Title 18, U .S.C. 

4 Southern District Aug. 3,1962 Sec. 17(0), 1933 Act; Sec. 
of Florida. 1341, Title 18, U.S.C. 

8 Southern District Aug. 25,1959 
of New York. 

6 : •••• do ••••••••••••. Nov. 2,1960 

1 •• __ .do _____ ._ •••• _. Mar. 12, 1964 

2 Northern District Nov. 30,1961 
of Illinois. 

Secs. 17(a) and 24, 1933 Act; 
Secs. 13, 14, 20(c), 32(a) , 
1934 Act and Sec. 371, 
Title 18, U.S.C. 

Sees. 5(u) (1) and 24, 1933 
Act: and Sec. 371, Title 18, 
U.S.O. 

Sec. 5(a) (1) and Sec. 24, 
1933 Act; Sec. 2, Title 18, 
U.S.O. 

Sec. 17(a). 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.O. 

Status of case 

Judgments of guilty were entered as to 25 defendants, 1 defendant dismissed 
and 3 defendants deceased as noted in previous report. One defendant 
sentcnccri to 3 years, execution of sentence suspended after 5 months and 
placed on probation for 5 years. Court revoked probation of two de· 
fendants, and sentenced them to 1 year. Pending as to remaining 20 
defendants. 

Pending as to one defendant. 

On plea of guilty one defendant sentenced to 1 year and 1 day and fined 
$15,000; placed on probation for 2 years after serving sentence. Pending 
as to one defendant. 

Do. 

One defendant arraigned and pleaded guilty to counts 11 and 12 of Sec 
1341, Title 18, U.S.C.: sentence of 1 year imposed and suspended and 
defendant placed on probation for a period of 2 years. One defendant 
acquitted. Pending as to remaining 26 defendants. 

One defendant acquitted; one'derendant received a 2-year prison sentence 
011 his plea of guilty; one defendant received a 3-year suspended sentence 
and placed on probation for 5 years. Remaining defendant sentenced 
to 3 years Imprisonment. 

One defendant pleaded guilty. Imposition of sentence suspended and 
defendant placed on 5 years probation. 

Do. 

Pending. 

One defendant sentenced to 2 years and remaInIng defendant sentenced to 
3 years. 



Howard, Robert A _____ COlorado __________ 

Hughes, Paul M. 13 Southern District 
(World Wide In- otNew York. 
vestors Corp.), 

Humphreys, Vincent Western District 
.t Lee. of Washington. 

ohnston, S. Brooks 3 Northern District 
(Johnston and Co., ofOhio. 
Inc.). 

Johnston, Stuart Southorn District 
Brooks. of Florida. 

Kay & Co ___ . _________ 4 Southern District 
ot Texas. 

Keller, ~erman 1. _____ Massachusetts_ • __ 

Keller, Herman J. and 2 _ .. _.do •• _. ________ 
Keller Brothers 
Securities Co., Inc. 

Kimball Securities, 20 Southern District 
Inc. otNew York. 

Algranatl, Mayer ____ •• 1 _____ do_. _. ______ ._ 
Kimmes Arnold L. 6 Colorado. _________ 

(DouglaS Corp.). 

Larson, Richard A. 4 Southern District 
(NatIonal Security ot Indiana, 
Life Insurance Co.). 

Leason, Hayden 7 Eastern District 
(Leason & Co., of Missouri: 
Inc.). 

Lederer, Joseph H. ____ 6 Southern District 
of New York. 

Lincoln Securities 21 Ohio •• __ • _________ 
Corp. 

Dec. 7, illlio 
Nov. 18,1960 

Apr. 15,19M 

Sept. 12, 1962 

Oct. 10,1962 

Feb. 5,1963 

June 27,1963 

June 27,1963 

Dec. 7,1959 

Mar. 25, 1960 
Oct. 25,1962 

Mar. 19,1963 

Jan. 9,1963 

Sept. 14, 1961 

Apr. 19,1960 

Sec. ii(a), 1933 Act; Bec. 
1001, Title 18, U.S.C. 

Secs. 5(a)(l), 5(a)(2), 17(a) 
and 24, 1933 Act; Secs. 2 
and 371, Title 18, U.S.C. 

Sec. 17(a), 1!l33 Act and Sec. 
1341, Title 18, U.S.C. 

Se~. 17(a), 1933 Act; Secs. 
371, 1341, Title 18, U.S.C. 

Secs. 1341, 1343 and 2314, 
Title 18, U.S.C. 

Sec. lOeb) and Rule 10b-5, 
1934 Act; Sec. 1341 Title 
18, U.S.C. 

Sec. 10(b) and Rule 10b-5, 
1934 Act. 

Sec. 17(a), 1933 Act; 1341 
Title 18\ U.S.C. and Sec. 
371, Tit e 18, U.S.C. 

Secs. 5(a)(l), 17(a) and 24, 
1933 Act; Secs. 2 and 371, 
TItle 18, U.S.C. 

Sec. 1621, Title 18, U S.C __ • _ 
Secs. 5(a)(2), 17(a), 1933 Act; 

Secs. 371, 
U.S.C. 

1341, Title 18, 

Sec. 17(a), 1933 Act; Sec. 
lO(b), 1934 Act and Sec. 
371, Title 18, U.S.C. 

Secs. 5(a)(2), 17(a), 1933 
Act; Sec. lOeb), 1934 Act; 
Secs. 371 and 1341, Title 
18, U.S.C. 

Secs. 5(a) (1) and 24, 1933 
Act; Secs. 371 and 1341, 
Title 18, U.S.C. 

Secs. 5(a) (1) and (2), 5(c) 
and 17(a), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

Defendant round gUiity and sentenced to serve 8 maximum of 3 years 1m. 
prisonment. Apppal filed Apr. 27. 1964. Pending. 

Two defendants pleaded guUty; sentencing deferrfd. Six other defendants 
pleaded not guilty and were admitted to ball in amounts ranging from 
$500 to $15,000. One defendant sentenced to 18 months imprisonment. 
Appeal pending. 

Pending . 

One defendant pleaded guilty and was sentenced to 5 years imprisonment, 
suspended and placed on probation. Corporate defendant fined $25,000, 
Ppnding as to the remaining dffendant. 

Defendant pleaded guilty Dec. 21, 1962, to 3 counts ot a 6-count indictment 
and was sentenced to 3 years imprisonment. ' 

Defendant pleaded guilty and received suspended 7·year prison sentence 
and placed on probation for 5 years. Pending as to remaining three 
defendants. . 

Defendant pleaded guilty to 4 counts of the Indictment and received sen-
tence of 6 months imprisonment. , 

One defendant pleaded guilty to counts 1 through 10 of the Indictment and 
was sentenced to 6 months imprisonment; the remaining defendant 
received a fine of $1 on his plea of guilty. 

Five defendants given imprisonment ranging from 6 months to 3 years; 
six defendants suspended sentences from 1 year to 5 years; one defendant 
sentence suspended' and fined $5 000; sentencing deferred as to one de
fendant; one defendant acquitted and two deceased. Appeal filed by 
three defendants from the Judgment of their convictions. ,CA-2 affirmed 
judgment. Writ of certiorari filed and denied, One defendant found 
guilty and sentence deferred. Pending as to three defendants. 

Pending. 
Two defendants sentenced to 3~ years and fined $5,000. Sentence and all 

except $2,000 of the fine suspended; one defendant given a sentence of 1 
year and 1 day, suspended and placed on probation for 2 years; one de 
fendant sentenced to 3 years and suspended. Remaining two defendants 
dismissed, ' 

All defendants found guilty on nolo contendere pleas and sentenced to 
various fines. 

Indictment dismissed as to all defendants Jan. 29, 1964. 

Two defendants pleaded guilty to Count 1 of Sec. 371, Title 18, U .S.C. 
Pending. 

Sentencing imposed on 13 defendants ranging from 18 months to 2 years 
with various conditions for probation as to some defendants, fines from 
$1,000 to $3,500; four defendants dismissed and one deceased. Pending. 



TARLE 16.-Indictlllellt6 returned for violation of the act8 admini8tcrc(l by the 00mmi8sion, the MaiZ Fraud Statute (Sec. 1341, formerly 
Sec. 338, Title 18, U.S.O.) and other related Federal statutes (where the 00mmi8sion tooTe part in the investigation and develop· 
mellt of tlle ca8e) which we1'e pending during the 1964 fiscaZ year-Continued 

Name of principal Numberl U.S. District 
defendant of de· Court 

fendants, 

Little, James E._._ .... Eastern District 
of Missouri. 

Lombard. Earl J. 2 District of Colum-
(Guardian Invest- bia. 
ment Corp.). 

Lowell, Murphy & Co" 
Inc. 

4 Colorado __ .•.. _ .. _ 

Malloy, Bernard Middle District of 
Charles. Florida. 

Mann, Wayne 1\1 __ ._ ••• Northern District 
of Illinois. 

M,ltheson, lIarry B. Massachusetts_._._ 
(San Juan Petroleum 
Corll·). 

)Iaxfield, Reed R .• _ .• 2 Utah._. _______ ._. 

McDaniel, Paul E. 4 Southern District 
(Ambrosia Minerals. of Texas. 
Inc.). 

McGuire, John A._ •. _. 3 Southern District 
of New York. 

McKee, Robert A. 4 Southern District 
(Commercial Capital of Florida. 
Corp.). 

Mende, l\1ilton Z. 4 Southern District 
(North American of California. 
Petroleum Corp.). 

Indictment 
returned 

Dec. 5,1962 

May 21.1963 

Jan. 20,1964 

Sept. 10,1963 

May 29,1962 

July 26,1962 

Dec. 11,1963 

July 10,1962 

Aug. 9, 1963 

Feb. 26,1964 

Apr. 26,1961 

Charges 

Sec. 5(a)(1) and Sec. 17(a), 
1933 Act. 

Sec. 17(a). 1933 Act; Sees. 
1202. 2201, and 2203, Title 
22,D.C. 

Sec. 17(a). 1933 Act and Scc. 
1341, Title 18, U.S.C. 

Secs. 10(b), and 17(a). and 
Rules IOb-5, 17a-3 and 
17a-4. 1934 Act. 

Secs. 5(c), 17(a), 1933 Act; 
Sec. 1341, Title 18, U.S.C. 

Sees. 5(a), 17(a), 1933 Act; 
Sec. 371, Title 18, U.S.C. 

Sec. 17(a), 1933 Act; Sec. 
1341, Title 18, U.S.C. and 
Sec. 371. Title 18. U.S.C. 

Secs. 5(a) and 17(a), 1933 
Act; Secs. 9(a)(2) and 32, 
1934 Act; Sec. 371, Title 18, 
U,S,C. 

Sec:371 and Sec. 2 Title 18, 
U.S.C. Secs. 5(a)(I), (17a) 
and 24. 1933 Act. 

Sec. 17(a). 1933 Act; Sec. 
1341. Title 18, U.S.C and 
Sec. 371, Title 18. U.S.C. 

Sees. 5(a), 5(a) (I), and 17(a), 
1933 Act; Sees. 2, 371 ,\lid 
1341, Title 18, U.S.C. 

Status of case 

Defendant found guilty on 8 counts of a lO-count III 'ictment and sentenced 
to 4 yenrs in prison June 1963. Remaining 2 (ounts dismissed. Appeal! 
filed Sept. 17,1963. Opinion rendered affirmmg the judgment of the 
district court. Petition for writ of certiorari filed. 

One defendant sentenced 20 months to 5 years imprisonment on violations 
of the anti-fraud proviSIOns of 1933 Act and 9 counts of embelzlement. 
Sentences to run concurrently. Remaining defendant fined $1.000 for 
violations of 1933 Act and $500 for violations of embezzlemeut under 
D.C. Code. Pending appeal. 

Pending. 

Defendant received IS-month prison sentence upon his plea of guilty to 
one count of the indictment. 

Defendant found guilty and was sentenced to 2 years and fined $1.000. 
Sentence suspended and defendant placed on probation for a period of 
2 years. Pendin~ possible appeal. 

Indictment dismissed. 

Pending, 

Two defendants acquitted; one defendant sentenced to 18 months in prison 
and fined $14,100. An additional 5-year suspended sentence to run 
consecutlvely was imposed. Appeal filed. 

Pending. 

Do. 

One defendant pleaded gUilty on 2 Sec. 17(a) counts; ,entenccu to 1 year 
on each count to run concurrently; execution suspended and placed on 
pro batlon for 3 years follo";n~ present incarceration on a mail fraud con
viction; indictment dismissed as to two defendants. On plra of nolo 
contendere remaining defendant ~entenced to 6 months imprisonment., 
suspended and placed on probation. 



Meyer, Barold A _____ _ 
" ' 

Meyer, J obn (Treasure 
State Life Insurance 

. Co. 
Swanson, Glenn G ____ _ 
Miller, Boward S _____ _ 

Mitcbell, Bancroft 
DeWitt. 

Mucbow, William 
'·Mark. 

Neily, Rupert, Jr _____ _ 

Newman Associates, 
Pbilip. " 

Parker, Inc., T. M ____ _ 
Do ________________ _ 
Do __________ , _____ _ 
Do_: ______________ _ 

Peel. Jr .. Joseph A. 
(Insured Capital 
Corp.). 

Pennel!, Truman 
Kennetb 
(Security Enter
prises, Inc.). 

Powell. Irwin Vincent 

Powis, Francis Alger· 
non Gaylord 
(A. G. Powis & Co., 
Ltd.'. 

Re. Gerardo A. 
(Re. Reand 
Sagarese. Swan· 
Finch Oil Corp.). 

Soutbern District 
of minois. 

Aug. 13,1963 Sec. 17(a), 1933 Act; and 
Sec. 1341, Title 18, U.S.C. 

13 Eastern District 
of Wasbington. 

Mar. 21,1961 Sec. 17(a), 1933 Act; Sees. 
371 and 1341, Title 18, 
U.S.C. 2 _____ do __________________ do ____________ Ao ______________________ _ 

. 6 Southern District Dec. 5,1963 Secs. 17(a) and 24, 1933 Act. 
of California. . 

_____ do:_.:' ______ : ___ Aug. 28,1963 Sec. 17(a), 1933 AcL _______ _ 

28 

Northern District June 27,1963 
of Illiuois. 

Masmcbusett,s_ ... Jan. 30,1964 

New Hampshire .. June 16,1960 

16 Eastern District Apr. 27,1954 
of Micbigau. 15 _____ do __________________ do _______ _ 

15 _____ do _______________ ' ___ do _______ _ 
15 _____ do __________________ do _______ _ 
6 Southern District June 14, 1961 

of Florida. 

3 Northern District July 13,1062 
of Texas. 

Southern District Jan 15,1962 
of New York. 

22 Connecticut __ . ____ 'May 10,1961 

7 South~rn District 
of New York. 

Apr. 2,1962 

Secs. 5(a) and 17(a), 1933 
. Act; Sec. 1341, Title 18, 

U.S.C. 
Sec. 1001, Title 18, U.S.C., 

and ,Sec: 17(a), 1933 Act. 
Secs. 5(a)(l), 5(a)(2), 5(c), 

and 17(a)(I): 1933 Act; 
Secs. 371 ana 1341, Title 
18, U.S.C. 

Sec. 371, Title 18, U.S.C ____ : 

Sec. 1341\ Title 18, U.S.C ___ _ 
Sec. 17(a , 19~3 Act _________ _ 
Sec. 15(a), 1934 AcL _______ _ 
Sec. 17(a), 1933 Act; Secs. 
371 and 1341, Title 18. 
U.S.C. 

Sec. 17(a), 1933 Act; Sees. 
!O(b), 15(c)(1) and Rules 

.10b-5 and 10cl-4, 1934 Act; 
Sec. 1341 Title 18. U.S.C. 

Secs. 2, 1001 and 1505, Title 
18, U.S.C. 

Scrs. 5(8)(1), 5(a)(2) and 
17(a), 1933 Act: Sees. 371 
aud 1341, Title 18, U.S.C. 

Sec. 5(8)(1),1933 Act; Secs. 
2. 371, and 1001, Title 18,' 
U.S.O. 

Pendl,ng. 

Elgbt defendants found guilty and received sentences ranging from 30 days 
to 30 months; two defendants fined $5,000 each; thrcc defendants ac
quitted. Appeal flied by two defendants and affirmed by CA-9. 

Closed . 
Pending. 

Plea of guilty to all cbarges en tered by defendant. Sentenced to 5 years 
imprisonment. 

Pe~ding. 

Do. 

Fourteen defendants pleaded guilty and four defendants pleaded nolo con
tendere; received sentences ranl'ing from 3 montbs to 3 years. Other, 
sentences suspended and defendants placed on probation and two de-' 
fendants fined $400. Indictment dismissed as to two defendants. ' Pend-
ing'as to'remaining eight defendants. . , . 

Pending. '. I 

Do. 
Do. ' 
Do. 

FiYe delendants convicted by jury on Apr. 12, 19G2, on 9 counts of the 
11-count indictment; sentenced to serve 2 years on each count. to run con
secutively,or a total 01 18 years as to each defendant. Notices of appe,,1 
flle<l by fiye defendant,. Opinion rendercd affirming the convictio~s of 
apprl!ant< Writ of certiorari filed and denied. Remaining defendant 
dismissed. ' . 

One defendant pleaded guilty. scntenccd to 5 years in prison and fined 
$25,000;' another dcfen<lant placed on probation for 2 years and fined 
$2,000. The remaining defendant WIIS fined $5,000. ' 

On plea of guilty defendant was sentenced to 1 year and 1 day suspended 
and placed on probation. . 

Order entered dismissing one defendant Nov. 8, 1961. One defendant. 
pleaded guilty to count 14 charging violation of Sec. 5(a)(2) of 1933 Act and 
sentenced to 1 year imprisonment, execution suspended and placed on 
probation for 2 years and fined $200 to stand committed until paid. Pend
ing as to the remaining 20 defendants. 

Three defendants received sentences of 3 years of wbich 6 months were to be. 
sen'eol In prison with remaining 2H, ycars suspended and fined $15.000; 
one deftmdant eiven a suspended sentence of 3 years and fined $1,,000; 
one defl'ntlant received a suspended scntence of 1 year and placed on 
probation lor 3 years. One defendant acquitted. ,App.eal flIe~. Pend_ing, 



TABLE 16.-Indictment8 returned for violation of the act8 administered by the Oommi8sion, the Mail Fraud Statute (Sec. 1341, formerly 
liec.338, Title 18, U.S.O.) and other'related Federal statutes (1vhere the Oommission took part in the i1l!vesti(J.ation and develop-
ment of the case) which were pending du.,.ing the 1964 fiscal year-Continued , 

Name of principal 
defendant 

Rowitz, Abraham ____ _ 

Do ________________ _ 

Schuh, Herman L. 
(Ete-N-Run, Inc.). 

Settles, Wayne and 
Settles Oil Co., Inc. 

Sherwood, RJbcrt 
Maurice. 

Shindlcr, David L ____ _ 

Sil ver State Farms, 
Inc. (Valley Farms, 
Inc.). 

South, Dudiey, 
Pritchett (Wiliiam 
Newman & Co.). 

Spivey, ~er?on M ____ _ 

Springer, Aian C. 
(Arkansas Business 
Development Corp.). 

Steel, Herbert 
Johannes .. 

Stefanich, Robert J. 
(Isthmus Steamship 

.& Salvage Co., Inc.). 
Steffes, Leo V _________ _ 

Number U.S. District Indictment 
of de- Court returned 

fendants 

1 Northern Dis· Nov. 8,1962 
trict of Illinois. 

1 Southern District Feb. I, 1963 
of New York. 

2 Wyoming _________ Aug. 5,1963 

2 Northern District Mar. 28,1963 
of Iilinoi~. 

4 Connecticut_______ July 3,1962 

4 Southern District June 28,1957 
of New York. 

6 Nevada ___________ Jan. 26,1960 

8 NewJersey _______ Dec. 11,1958 

1 Eastern District Aug. 30, 1961 
of Wisconsin. 

1 Eastern District Feb. 20,1961 
of Arkansas. 

1 Southern District June 14,1963 
of New York .. 

I Northern District Nov. 5,1963 
of Georgia. 

2 Montana __________ July 9,1963 

Charges 

Sec. 17(a), 1933 Act; Sec. 
1341 Title 1~, U.S.C. 

Sec. 17(a), 1933 Act and Sec. 
1341 Title 18, U.S.C. 

Sec. 17(a). 1933 Act; Sec. 1341 
Title 18, U.S.C. and Sec. 
371 Title 18, U.S.C. 

Sec. 17(a), 1933 Act and Sec. 
1341 Title 18, U.S.C. 

Sees. 5(8)(1), 5(8)(2), 17(a) 
and 17(b), 1933 Act. 

Sec. 17(a)(2), 1933 Act; Sec. 
9(a)(2), 1934 Act; Sec. 371, 
Title 18, U.S.C 

Sec. 371, Title 18, U.S.C ____ _ 

Secs. 5(a)(l) and 17(a), 1933 
Act; Secs. 2, 371 and 1341, 
Title 18, U.S.C. 

Sec. 17(a), 1933 Act; Sec. 
1341, Title 18, U.S.C. 

Sec. 17(a), 1933 Act; Sec. 
1341, Title 18, U.S.C. 

Sees. 5(a) (1). 5(a) (2) and 24, 
1933 Act; Sec. 371, Title 18, 
U.S.C. and Sec. 1001, Title 
18, U.S.C. 

Sec. 1001, 1'itle 18, U.S.O __ ._ 

Sec. 17(a) ,.1933 Act and Sec. 
371, Title 18, U.S.O. 

Status of case 

Defendant pleaded guilty and was sentenced to 2 years Imprisonment on 
ail counts of the indictment to be served concurrently; suspended sentence 
and placed on fi years probation. 

Defendant on his plea of gUilty was sentenced on'June 18, 1963, to 2 years 
imprisonment on cach of 3 counts of the Indictment. Sentence suspended 
and defendant placed on 5 years probation. 

On piea of gUiity one defendant sentenced to 18 months in prison. Remain
ing defendant deceased. 

Pending. 

Do. 

One defendant deceased; other defendants awaiting trial. Pending. 

Three defendants found guilty on 1 count of the Indictment charging con
spiracy to commit mail fraud; two defendants pleaded nolo contendere: 
one defendant acquitted. Pending on appeal as to one defendant. . 

One defendant deceased; two defendants are still fugitives and remaining 
defendants awaiting trial. Pending. ' 

On piea of guilty defendant sentenced to 1 year Bnd 1 day on count 1 of the 
indictment and was sentenced to 3 years suspended sentence on remaining 
counts. 

Defendant sentenced to 5 years imprisonment. 

Pending; 

Defendant deceased. Indictment dismissed., 

Pending. 



Strong, Lisa B ________ _ 

Talenleld, Murray A __ _ 

Do ________________ _ 

Do _______________ _ 

Do ________________ _ 

Telller, Walter F. 
(Consolidated Ura
nium Mines, Inc.l. 

Tellier, Walter F _____ _ 

Metz, Abraham M ___ _ 
Thayer, Sylvester A __ _ 

Thompson, John W. 
(First American 
Acceptance Corp). 

Van Allen, John (Gulf 
Coast Leaseholds, 
Inc.).· . 
" 

Do _______________ _ 

Vandenbergh, Jack: __ _ 

Vedltz Co., Inc. 
Jean R. (Mono-Kear
sarge' Consolidated 
Mining Co.). 

Vettralno, Joseph D __ _ 

Northern District Jan. 22,1964 
of California. 

4 Western District Mar. 15,1960 
of Pennsylvania. 

{
Mar. 8,1961 

4 _____ do ____________ (Superseding 
indictment) 

4 _____ do ________________ do _________ _ 

4 _____ do ________________ do _________ _ 

Eastern District 
of New York. 

Apr. 26,1956 

7 _____ do_____________ Aug. 3,1956 

Sec. 5(a)(2), 1933 Act. 

Secs. 9(a) (2) and 32(a), 1934 
Act; Rees. 2, 371, 1001! 1341, 
1343 and 2314,. Tit e 18, 
U.S.C. 

}sec. 371, Title 18, U.S.C. 

Secs. 2, 1341, 1343 and 2314, 
Title 18, U.S.C. 

Sec. 5(a)(2), 1933 Act; Secs. 
9(a)(2) and 32, 1934 Act; 
Sec. 1001, Title 18, U.S.C. 

Sec. 17(a), 1933 Act; Sec. 
1341, TItle 18, U.S.C. 

Sec. 17(a), 1933 Act; Secs. 
371 and 1341, Title 18, 
U.S.C. 

On plea of guilty defendant placed on probation for 2 years on 1 count of 
Indictment. 

Closed. 

One defendant on nolo contendere plea fined $7,500, given suspended sen
tence and placed on probation for a period of 5 years; two defendants on 
pleas of guilty sentenced to 1 year and placed on probation for 5 years and 
fined $10,000 each. Remaining defendant sentenced to serve 2~ years In 
prison and fined $10,000. 

Closed. 

Do. 

Indictment dismissed. 

On pleas of nolo contendere 2 defendants sentenced to fines of ~500 and $5,000. 
One defendant on plea of guilty sentenced to fine of $11,000 on 2 counts of 
indictment. Two defendants dismissed. Pending as to remaining two 
defendants. 

____ do ________________ do__________ Sec. 1621, Title 18, U.S.C. 
Colorado __________ Feb. 27,1962 _____ do ______________________ _ Pendmg. 

3 

20 

4 

Northern District 
of Illinois. 

Southern District 
of New York. 

_____ do ____________ 

Montana __________ 

Southern District 
of New York. 

Eastern District 
of Michigan. 

Sept. 19,1963 

Mar. 24,1960 

June 16,1960 

July 9,1963 

Apr. 5,1963 

Feb. 15,1963 

Sec. 17(a), 1933 Act and 
Sec. 1341 Title, 18, U.S.C. 

Secs. 5(a)(I) and (2), 5(c), 
17 and 24, 1933 Act; Secs. 
2 and 1341, Title 18, 
U.S.C. 

Sees. 2 and 1001, Title 18, 
U.S.C. 

Sec. 17(a), 1933 Act and Sec. 
1341 Title 18, U.S.C. 

Sec. 371 Title 18, U.S. C.; 
Sec. 17(a) and Sec. 24, 1933 
Act; Sec. 1341 and 2 Title 
18, U.S.C. 

Defendant convicted on 4 counts of the Indictment; sentencln(( deferred. 
Opinion and order entered vacating conviction and granting a new trial. 
Defendant convicted on state action and sentenced from 1 to 10 years. 

One defendant deceased and one defendant acquitted. Pending as to the 
remaining defendant. 

Three defendants entered pleas of guilty; four defendants on pleas of guilty 
were sentenced to prison terms ranging from 15 months to 3 years and 
fines ranging from $15,000 to $50,000; three defendants received prison 
terms ranging from 18 months to 3 years and fined $25,000 each; one 
defendant placed on 5 years probation and fined $25,000; Indictment 
dismissed as to three defendants. One defendant found guilty and 
sentence deferred. Three defendants appealed Apr. 30, 1964. Pending. 

Both defendants dismissed. 

On plea of guilty defendant was placed on probation for 5 years. 

Pending. 

Sec. 17(a) , 1933 Act; Sec. Defendant was sentenced to 3 years on his plea of guilty to 3 counts ofthe 
10(b) and Rille 10b-5" indictment. 
19~4 Act<. and Scc. 1341, 
'TItle 18, U .S.C. 



TABLE i6.-Indictments returned for violation of the acts administered by the Oommission, the Mail Fraud Statute (Sec 1341, formerly 
Sec. 338, Title 18, U.S.O.) and other related Federal statutes (where the Oommission took part in the investigation and develop
ment of the case) which were pending during the 1964 fiscal year-Continued 

Name of principal Number U.S. District Indietm~nt 
defendant of de- Court returned Cbarges Status of case 

fendants 

Wallach, Donald -- --- 1 Massachusetts ____ June 27,1963 Sec. 17(a), 1933 Ac1--_______ Defendant sentenced to 1 year imprisonment; suspended and placed on 
probation for 2 years. 

Warner, J. Arthur & 11 
_____ do __________ July i,1953 Sec. 17(a)(3), 1933 Act; Sees. Six defendants found guilty with sentences ranging from 1 to 2 years proba-

Co., Inc. 371 and 1341, Title 18, tion and fines 0[ $1,000 to $5,000 impOsed on said defendants. One de-
U.S.C. fendant deceased. Dismissal as to three defendants. Pending as to one 

defendant. 
Watkins, Horace 1 Arizona __________ Oct. 25,1963 Sec. 1343 Title 18, U.S.C. Pending. 

Elwin. and Sec. 5(a)(I), 1933 Act. 
Wentland, Ernest 1 District of Colum- Feb. 10,1964 Sec. 24, 1933 Act __________ Do. 

John. bia. 
Wilensky, Joseph I. __ I Southern District Apr. 

of Florida. 
17,1963 Sec. lO(b) and Rule 10b-5, Defendant found guilty and placed on probation for a period of 3 years. 

1934 Act. 
Winston &. Co. Inc., 14 Southern District July 20, lOG! Sees. 5(a)(0. ,';(a)(21. 17(a) Four defendants pleaded guilty. Sent~neing deferred. Pending as to 10 

J. A. of New York. and 24, 1933 Act; Sees. 2, defendants. 
371 and 
U.S.C. 

1341, Title 18, 

World Wide Auto- 5 Western District May 20,1964 Sec. 17(a), 1933 Act; Sec. Pending. 
matie Archery, Inc. 01 Washington. 1~41 Title 18, U.S.C. and 

Sec. 371 'ritle 18, U.S.C. 

~ o o 



TABLE 17.-InJunctive proceedings brought by the Oommission ~/)hich were pending during the fiscal year ended June 80,1964 

Name of principal 
defendant 

Adams, Norman 
Joseph, dba Adams 
& Co. 

Aldred Investment 
Trust. 

Allen, McFarland & 
Co., Inc. 

Alumont, Inc _________ _ 

American Capital 
Corp. 

American Commerce 
Life Insurance Co. 

American Di versified 
Securities, Inc. 

American Equities 
Corp. 

American Foundation 
For Advanced 
Education Of 
Arkansas. The 

American Health 
Credit Plan, Inc., 
of Wyoming. 

American Molybde
num Corp. 

Num
ber of 
defend-
ants 

3 

3 

2 

1 

8 

1 

4 

5 

6 

6 

U.S. District 
Court 

Initiating 
papers flied 

Southern District Oct. 31,1962 
of California. 

Southern District Aug. 11,1961 
of New York. 

District of Colum- Dec. 21,1960 
bm. 

Idaho _____________ Mar. 6,1964 

District of Colum- :\[ay 31,1962 
bia. 

Alleged violations 

Sec. 17(a){3), 1933 Act; Secs. 
1O(b), 15(c)(I), 15 (c)(3), 
and 17 (a) and Rules lOb-5, 
15cl-2, 1.1cl-5. 15c3-1 and 
17a-3. 1934 Act. 

Sec. lO(b) and Rule 10b-5, 
1934 Act. 

Secs. 15(c)(1), 15(c)(3) and 
Rules 15cl-2 and 15c3-1, 
1934 Act. 

Secs. 5(a) and 5(c), 1933 Act __ 

Sec. 17(a)(3), 1933 Act ______ _ 

Eastern District 
of Arkansas. 

May 11,1964 Secs. 5(a)(1), 5 (a){2) and 

District of Colum- Apr. 6,1961 
bia. 

5(c), 1933 Act. 
Sec. 15(c) (3) and Rule 15c3-1, 

1934 Act. 

Southern District !\Iar. 22,1961 Secs. 5(a), 5(c) and 17(a), 
of New York. 1933 Act. 

Western District 
of Louisiana. 

Sept. 12,1963 Secs. 5(a)(I) and 5(c), 1933 
Act; Sec. 15(a), 1934 Act. 

Wyoming _________ Aug. 5,1963 Sec. 17(a), 1933 Act _________ _ 

Oregon ____________ Jan. 6,1964 SACS. 5(a), 5(c) and 17(8), 
1933 Act. 

Status of case 

Complaint and request for the appointment of a receiver filed Oct. 31, 1962. 
Final judgment by consent entered Nov. 13, 1962. Order June 5. 1964 
revoking broker-dealer and investment adviser registrations and request 
for appointment of receiver not warranted. Closed. 

Complaint filed Aug. n, 1961. Stipulation extending the time for filing 
note of issue to Jan. 6. 1964. Pending. 

Complaint and request for the appointment of a receiver filed Dec. 21, 1960. 
Final judgment by consent as to three defendants entered Dec. 22, 1960. 
Receiver appointed Feb. 27, 1961. Pending. 

Complaint filed and final judgment by consent entered Mar. 6, 1964. 
Closed. 

Complaint and request for the appointment ofa receiver filed May 31. 1962. 
Order appointing a receiver entcred June 8. 1962. Final judgment by 
default as to the defendant entered Jan. 16, 1963. Order entered Nov. 8, 
1963 discharging receiver. Closed. 

Complaint filed May 11, 1964. Final judgment by consent entered lIIay 14, 
1964. as to all defendants. Closed. 

Final Judgment by consent entered Apr. 13, 1961. Order entered appoint
ing!\ receiver Apr 25. 1961. Order entered referring action to the referee 
in bankruptcy Sept. 14, 1961. On Oct. 20. 1961, final report of equity 
receiver filed. Order entered approving receiver's final account and 
dischargin~ equity receiver Apr. 24. 1963. Closed. 

Complaint filed Mar. 22, 1961. Default judgment entered as to three de
fenriants May 31.1961. Order entered Nov. 21, 1963, dismissing the action 
as to the remaining defendant. Closed. 

Complaint filed Sept. 12.1963. Final judgment by consent entered lIIar. 18, 
1964, as to all defendants, Closed. 

Complaint fileil Aug. 5. 1963. Final judgment by consent as to four de
fendants entered Aug. 20. 1963. Final jud!m1ent by consent 
entered as to one defendant Aug. 23. 1963. Final judgment by default 
entered as to one defendant Aug. 28. 1963. Closed. 

Complaint filed Jan. 6. 1964 Final judgment by consent as to five de
fendants and order of dismissal as to one defendant entered Feb. 17, 1964. 
Closed. 



~ 

TABLE 17.-Injunctive proceeding8 brought by the Oommi88ion which were pending during the fiscaZ year ended June SO, 196.q-Con. ~ 

Num· 
Name 0: principal ber of U.S. District Initiating Alleged violations Status 01 case 

defendant defend· Court papers filed 
ants 

American Orbltronics 19 District of Aug. 16, 1961 Secs. 5(a) and (c) and 17(a), Complaint flied Aug. 16, 1961. Action 'dlsmi~sed as to two defendants 
Corp. Columbia. 1933 Act. Oct. 16, 1961. Final judgment by consent entered as to five defendants 

Oct. 30, 1961. Final judgments by consent entered as to six defendants 
Sept. 18, 1962; as to one defendant Oct. 9, 1962 and as to one defendant 
Oct. 17, 1962. Final judgment by default entered as to one defendant 
July 8, 1963. Action dismissed as to two defendants and flnaldudgment 

American Seal Savings May 
by consent entered as to remaining defendant Feb. 4, 1964. losed. 

2 Maryland _________ 9,1960 Secs. 17(a) (2) and (3), 1933 Conservator appointed June 30, 1960, as to one corporate defendant and 
& Loan Assoc., Inc. Act. one related corporation enjoined in a prior case. Petition under Chapter 

X flied and approved by court. Final judgment by consent as to cor· 
porate defendant entered June 19, 1963. Pending as to remaining de-
fendant. Ampet Corp ___________ 26 Colorado __________ Mar. 9,1962 Secs. 5 (a) and (c) and 17(a), Complaint filed Mar. 9, 1962. Final judgment by default as to one defend-

1933 Act; Sec. 10(b) and ant entered May 16, 1962. Pending as to remaining defendants. 

Arlee Associates, Inc ___ 
Rule 1Ob-5, 1934 Act. 

4 Southern District June 1,1961 Scc. 17(a) , 1933 Act; Secs. Complaint and request for the appointment of a receiver filed June I, 1961. 
of New York. 10(b), 15(a) and Rule lOb- Final judgment by consent as to all defendants and order appointing a 

Armstrong & Com-
5,1934 Act. receiver entered June I, 1961. Receivership pending. . 

3 _____ do _____________ Feb. 15, 1962 Sec. 17(a) and Rule 17a-3, Complaint and request for the appointment of a receiver flied Feb. 15, 1962. 
pany Inc. 1934 Act. Receiver appointed Feb. 26, 1962. Final judgment by consent entered 

as to two defendants May 25, 1962. Final judgment by the court entered 
as to the remaining defendant Aug. 27, 1962. Pending as to recelvcr. 

Arnold & Co., Lloyd __ 2 Southern District Feb. 27,1961 Sec. 17(a)(3), 1933 Act; Secs. Complaint and request for the appointment of a receiver filed Feb. 27, 1961. 
01 California. 15(c)(1), 15(c)(3) and Receiver appointed Apr. 10, 1961. Final judgment by consent entered 

Rules 1501-2, 15c3-1, 1934 as to two delendants Dec. 19, 1961. Receivership pending. 
Act. 

Bailey, John B. dba 1 
_____ do _____________ 

Oct. 18.1963 Sec. 15(c)(3) and Rule 15c3- Complaint flied and temporary restraining order signed, Oct. 18, 1963. 
Bailey & Co. 1,1934 Act. , Preliminary injunction entered Feb. 10, 1964, as to the defendant. 

Sec. 17(a) a~d Rule 17a-3, 
Pending. . 

Ball, Pablo & Co ______ 3 District of Aug. 25, 1960 Complaint filed and preliminary injunction by consent entered Aug. 25, 
Columbia. 1934 Act. ' 1960. Receiver appointed Dec. 20, 1960. Commission's motion to certify 

the case for the ready calendar was granted over defendants' o~ections. 
Defendant's motion to dismiss denied. Final judgment entere by the 
court Mar. 13, 1964, as to all defendants. Receivership pending. 

Banner Securities, Inc_ 13 Eastern District Nov. 27, 1962 Secs. 5(a) and 17(a), 1933 Complaint filed Nov. 27, 1962. Preliminary injunction entered as to two 
of New York. Act. defendants May 9, 1963. Preliminary Injunction entered as to seven de-

fendants June 7, 1963. Final judgment by consent entered as to two 
.. defendants June 7 1963. Pendin as to th remainin 11 d fendants. g e g e 



Belmont 011 Corp ____ _ 

Do. ______________ _ 

Belmont, Paul N. __ ._. 

Bennett'" Co _____ . __ . 

Big Top, Inc. _________ 

Black Angus Steak 
Houses Inc. 

Bond and Sbare Corp __ 

Brandel Trust._. ______ 

Brown, Barton '" 
Engel. 

Brown, Lester D., dba 
L. D. Brown Co. 

Business and Profes· 
slonal Women's 
Holding Co. 

10 Southern District Aug. 3,1959 
of New York. 

15 ____ Ao. __ • ________ June 30,1959 

16 New Jersey _____ ._ Apr. 16,1964 

3 _____ do. ____ • __ ._._ May 21,1962 

4 Nevada ___________ July 1,1963 

2 Colorado __________ Feb. 5,1963 

26 Western District Dec. 13.1961 
of Oklahoma. 

16 Southern District July 15,1958 
of New York. 

9 New Jersey __ . ___ . May 1,1962 

Southern District 
ofNew York. 

May 28,1964 

2 Southern District 
of llI!nois. 

May 10,1963 

Sec. 17(a), 1933 AcL ___ . ___ _ 

Sec. 5, 1933 AcL •.••..•. ___ _ 

Sees. 5(a) and 5(c), 1933 Act. 

Sec. 17(a), 1933 AcL ______ ._ 

Sees. 5 (a) , 5(c) and 17(a), 
1933 Act. 

____ .do .. _. __ . __ ._. __ . ______ . 

Sees. 5(a) and (c), 17(a)(I), 
17(a)(2) and 17(a)(3), 1933 
Act; Sec. lOeb) and Rule 
10b-5, 1934 Act. 

Sees. 5(b) and 17(a), 1933 
Act; Sees. 15(c)(1) and (3) 
and Rules 15cl-2 and 
1503-1, 1934 Act. 

Sec. 17(a), 1933 Act.:_. ___ . __ 

Sees. 10(h) , 15(c) (1), 17(a) 
and Rules JOb-5, 15cl-2 
and 17a-3, 1934 Act. 

Sees. 5(a) and 5(c). 1933 Act. 

Final judgment by. consent entered as to one defendant Dec. 8, 1959. 
Preliminary injunction entcred as to seven defendants Dec. 15, 1959. 
N otiae oC appeal from the order of preliminary Injunction flied by one 
defendant Jan. 7, 1960. Opinion rendered Oct. 27. 1960, by CA-2 affirm
lng order of the district court entered Dec. 15, 1959. Final judgment 
by consent entered as to one defendant June 12, 1963. Final judgment 

. by default entered as to three defendants July 8, 1963. Order eutered 
May 13, 191\4 diSmissing the action as to one defendant. Pending as to 
the remalnlng four defendants. 

Final judgment by consent entered as to two defendants Nov. 6, 1959. 
Appeal flied by one defendant Jan. 7, 1960. Opinion rendered Oct. 27, 
1960. by CA-2 affirming the order of the district court entered Dec. 15, 

. 1959. Final judgment by consent entered as to one defendant June 12, 
1963. Final judgment by default entered' as to seven defendants July 8. 
1963. Final Judgment by default entered May 12, 1964. as to two de· 
fendants and final judgment by consent entered May 13, 1964, as to one 
deCendant. - Pending. 

C~~~~~a~esda:f';il~ele~~im~~n~i:f."ents by consent entered on 
Complaint and request for tbe appointment of a receiver filed May 21. 

1962. Appointment of receiver denJed. Final judgment by consent 
entered as to three defendants Apr. 2, 1963. Closed. 

Complaint flied July 1. 1963. Final ludgment by default entered as to 
one defendant Aug. 23. 1963. Final judgment by consent entered as to 
three defendants Sept. 24, 1963. Closed. 

Complaint' flied Feb. 5, 1963. Final judgment by default entered as to 
both defendants Nov. 14. 1963. Closed. ' 

Complaint flied Dec. 13, 1961. Finalludgment by consent as to two defend· 
ants entered Jan. 29. 1962. Finalludgment by consent as to one defend· 
ant entered Apr. 3. 1963. Judgment denied Dec. 30. 1963. as to three 
defendants. Flnalludgment by the court entered Jan. 17, 1964. as to 19 
defendants. Order entered Mar. 16, 1964, dismlsslnl': the action as to one 
defendant. Appeals flied on various dates by 14 defendants Crom the 
memorandum oplnlon entered Dec. 30, 1963, and the judgment entered 
Jan. 17, 1964. Pendlng 

Receiver appointed July 21, 1958. Final judgment by consent as to two 
defendants entered July 22. 1958. Pending. 

Complaint filed May I, 1962. Flnal judgments by consent entered as to 
three defendants May 24, 1962. Final judll'l!ents by consent entered as 
to three defendants May 28. 1963. Final Judgments by default entered 
as to two defendants July 8, 1963. Final Judgment by default entered 
Sept. 10. 1963, as to the remaining defendant. Closed. ' 

Complaint and request for the appointment of a receiver flied May 28, 1964. 
Final judgment by consent entered June 3, 1964, as to the deCendant. 
Pending as to receiver. 

Complaint filed May 10. 1963. Preliminary injunction entered as to two 
deCendants, May 17, 1963. Pending. ~ 

o 
CI:l 



TARLE 17.-Injunctive proceedings brought by the Oommission tel! ich were pending during the jiscalvear ended, June SO, 19G4-Con. 

Name of principal 
defendant 

Caballero, Empresas 
S.A. de C.V. 

Cabeza Petroleum 

c~~'Jl;m Ja,elin Lt,L 

Capital Gains He
search Bureau, Inc. 

Cardinal Drilling Co., 
Inc. 

Central Amencan 
Land and Cattie Co. 

Chamberlain Associ
ates. 

Charolais Cattle Co ___ _ 

Christophel & Co., 
Inc. 

Clements, Patrick dba 
Patrick Clements & 
Associates, et ul. 

Num
ber of 
delend
ants 

U.S. Dl.trict 
Court 

Initiating 
papers filed 

5 Arizona ___________ June 22,1964 

2 Western District Apr. 21,1964 
of Oklahoma. 

24 Southcrn District Sept. 23,1958 
01 New York. 

2 _____ do _____________ Nov. 17,1960 

5 Northern District Feb. 19,1963 
01 Ohio. 

6 Southern District Sept. 16, 1963 
of Iowa. 

7 Southern District June 19,1961 
oCNew York. 

2 Eastern District Aug. 24,1963 
01 North 
Carolina. 

3 Southern District Jan. 17,1964 
of New York. 

~ Southel n District Sept. 27,1963 
of California. 

Alleged violations 

Secs. 5(a), (c) and 17(a)(3). 
1933 Act; Sec. 15(a), 1934 
Act. 

Secs. 5(a) and 5(c), 1933 Act. 

Secs. 5(,,)(1) and (2), 17(a) 
(I), (2) and (3) and 17(h), 
1933 Act; Scc. lO(b), 1934 
Act 

Sec. 206(1) and (2), Inv. 
Adv. 1940 Act. 

Secs. 5(a), 5(c) and 17(a), 
1933 Act: Sees. lO(h), 15(a) 
and Rules 10b-5(2) and 
(3), 1934 Act 

Sees. 5(a) and 5(c), 1933 Act_ 

Sees. 5(a), 5(c) and 17(a), 
1933 Act. 

Secs. 5(a) and 5(c), 1933 Act. 

Sec. 15(c)(3) and Rule 
15c3-1, 1934 Act. 

Secs. 15(c)(3) and 17(a), 
Rules 15c3-1 and 17a-3, 
1934 Act. 

Status of case 

Complaint filed June 22, 1964. Final judgment by consent entered June 25, 
1964, as to three delendants. Pending as to the remaining two defendants. 

Complaint filed Apr. 21, 1964. Final judgment by consent entered Apr. 
23. 1964. as to both delendants. Closed. 

Final judgments by consent entered on various dates as to 15 defendants. 
Final judgment by delault entered as to three delendants. Action dIs
missed as to one defendant and final judgment by consent as to one delend
ant entered May 29, 1963. Pending as to remaining five defendants. 

Complaint filed Nov. 17, 1960. I\IotlOn for preliminary Injnnction i\lar. I, 
1961. Notice 01 appeal filed Apr. 1961. District Court order affirmed by 
Court 01 Appeals lor Second Circuit, Dec. 18, 1961. District Court order 
reaffirmed by court 01 appeals in bane July 13, 1962. Petition Cor writ 
01 certiorari filed Nov 26, 1962, and granted Jan. 21, 1963. Opinion 
rendered Dec. 9, 1963. reversing the judgment 01 the court of appeals and 
remanding case to district court. Final Judgment by consent entered 
Mar. 10, 19R4. as to both delendants. Closed. 

Complaint filed Feb. 19, 1963. Final Judgment by consent entered as to 
all delendants Sept. 10, 1963. Closed. 

Complaint filed Sept. 16, 1963. Final judgment by consent entered as 
to five defendants Oct. 10, 1963. Pending a.. to remaining defendant. 

Complaint filed June 19, 1961. Final judgments by consent as to one 
delendant entered Apr. 23, 1962, and as to one defendant Dec. 7, 1962. 
Action dismis~ed as to one delendant May 17, 1963. Final judgment by 
the court as to two defendants and finai judgment by delault as to the 
remaining two defendants entered July 10. 1963. Appeal filed by two 
delendants Aug. 8, 1963. Appeal dismissed by CA-2 Mar. 16, 1964. 
Closed. 

Complaint filed Ang. 24, 1963. Final Judgment by default entered as to 
both defendants Oct. 22, 1963. Closed. 

Complaint and request for the appoIntment 01 a receiver tlled Jan. 17, 1964. 
Final Judgment by consent entered Jan. 17, 1964, as to all defendants and 
receiver appointed. Pending as to receiver. 

Complaint and request for the appointment of a receiver filed Sept. 27, 
1963. Final Judgment by consent entered Mar. 24, 1964. as to one de
fendant. Preliminary injunction entered Mar. 24, 1964, as to one de
lendant. Pending. 



Cloud Nine, Inc .••.••• 

Colorado Trust Deed 
'Funds, Inc. 

Commonwealth In· 
vestment Corp. 

Comstock .Coin Co .• __ 

Continental Growth 
'Fund, Inc. 

Contmental Vending 
Machine Corp. 

• ,1 , 

DiRom~, Alexik & Co. 

DuPont; Homsey & 
Co: 

Eastern Investment 
Corp. 

Eliot, Roberts & Co:, 
Inc. . 

Ernst & Co., Inc., 
F.R. 

Fairfax Investment 
Corp .. 

I2Utah ..•.• _ •••• · .••• Nov. 2, 1962 

5 'Colorado .•••••.•.. Apr. 25, 1~61 

7 South Dakota •• _ .. Apr. 1,1963 

2 Ne:vada ••••••..•.. May 4, 1~64 

9 'Southern District July 30,1963 
'of New York. " . 

10 ~ •• ,._do .• ___ .• _., __ .. Mar. 30,1963 

4 :Mas'achmetts_ ..• 'July 19,1960 
I , 

2- .. ~._do _____ .•. ____ • ,Sept. Ii; 1960 

'1 I " " 

_ •..• do ...•• : •. _ ••• _ ,Apr, 15,1963 

2 NewJer~cy .•..... Nov. 6,196~ 

2 'Maryland • .' ••... ,. JWlC 22,1962 

DlstrlctorColtml· ,Mar, 29,1962 
bin. 

Sees. 5(a), 5(e), an,l 17(a), 
, 1933 Act. 

Sec. 17(a)(2) and (3), 1933 
Act. ' 

Sec. 17(a), 1933 Act; Sees. 
10(b), and 15(c)(l) and 
Rules 10b-5' and 15cl-2, 
1934 Act. 

'Sees. 5(a) , and 5(c) , 1933 
Act. 

Sees. 13(a)(2); 15(a) (b); 
li(a)(f)(g); 22(d); 31(a); 
32(8); 34(b); 36 and 37 and 
Rules 17f-2, lig-l, 31a-l, 
31a-2 and 31a-3,. Inv. Co., 
1940 Act. 

Sees. 13, 15(d) and 20(c) , 
,1934 Act . 

Sec. 17(a), 1933 Act; Sec. 
',15(c)(3) and Rule 15c3-1,' 

1934 Act. 

Sees. 8(c)," 8(d), 10(b), 
15(c)(I) and Rules 8c-I, 
1Ob-5 and 15cl-2, 1934 Act. 

Sees. 10(b) and 15(c),(1) and 
Rules Wb-5 and 15cl-2, 
1934 Act. 

: Sees. 15(c) (3), 17(a) and 
Rules 15c3-1 and 17a-3; 
1934 Act. ' 

Secs. 15(e)(1), 15(c)(3) and 
17(a), Rules 15cl-2, 15e3-1 
and 17u-3, 1934 Act. 

Sec. 15(c)(3) and Rule 
15e3-1, 1934 Act. 

Complaint filed Nov. 2, 196~. Final Judgment by consent entered Nov. 
14, 1962, as to one defendant. Final Judgment by consent as to three 

: defendants entered' Dec. 26, 1962., Final Judgment by consent as to 
seven defendants entered Feb. 20, 1963. Final judgment by,default as 
to the remaining defendant entered May 14, 1963. Closed: " , " ; 

Final judgment by consent entered as to five defendants May' 2, '1961. 
Order entered Dec. 6, 1961, appointing a receiver. Pending as to leeeiver. 

Complaint filed Apr, 1, 1963. Final Judgment by consent entered as to 
all defendants. Closed. ' 

Complaint filed May 4, 1964. Flnalludgment by consent entered June 16" 
1964 as to two defendants. Closed. " ' 

Complaint and'request for the appointment of a receiver filed July 301 
1963. Order entered Aug. 15, 1963, appointing receiver. Appeal filea 
Sept. 16, 1963, by two defendants from the order entered Aug. 15, 1963, 
appointing a receiver. Interlocutory judgment granting permanent 

'injunction and accounting on default entered Nov. 13, 1963, as to,three' 
defendants. Supplemental complaint med l\ ov. 14, 1963, adding one 
additional defendant, Order entered Nov. 22, 1963, appointing a receiver' 
for the additional defendant. Stipulation and order entered June 23, 
1964. dismIssing action as ,to three defendants .. Pending. ;. 

Complaint filed Mar. 30, 1963. Mandatory judgment entered as to one 
defendant and appointing a conservator; default judgment entered as to 
three defendants and order dismissing action as to two defendants Apr. 
8, 1963. Order entercd Oct. 22, 1963, dismissing action as to three de· 
fendants. Pending as to the remaining defendant. 

Complaint filed July 19, 1960. Complamt amended to include additional 
violations and appointment of receiver requested, Au~. 17, 1960. Final 
judgment by consent as to three defendants and dismissal as to one de· 
fendant entered Sept. 8, 1960. Order entered Sept, 19, W60, apPointmg 
a new recerver. Pending. . 

Complaint and request for the apPOintment of a receiver filed'Sept: 17; 
1960. Receiver apPOinted Sept. 17, 1960. Final judgment as to two de· 
fendants entered Sept. 26, 1960. Final decree entered hy the court Dec. 
19, 1963, dischargmg receiver. Closed. ' 

Complaint and request for appointment of a receiver flled Apr. 15, 1963. 
Final judgment by consent entered and receiver appointed ,Apr. 15, '1963. 
l::'ending. 

Complaint filed Nov. 6, 1962. Final judgment by cOlls~nt entered as to' 
two def€lldants, Jan. ?3, 1964. Closed. ' , " . " , 

Complaint and reque,t for the appointment of a receiver filed June 22, 1962. 
Apphcation for receiver denied. Order entered Mar, 13, 1964, dismissing 
the complaint for injunction. Closed. . . 

Complaint and reQue~t for the appOintment of !I rc('eiver filed Mar. 29, 
1962. Receiver appointed Mar. 30, 1962. Final jungment by default 
entered Aug. 9, 1963. as to one defendant. Final Judgment by consent 
entered June 2, 1964, as to one defendant. Final judgmrnt by the court 
entered June 30, 1964, as to two defendants and order €lltered June 30, 
1964, dismisSing tho action as to the remaining defendant. Pending as 
to receiver. 



TABLE 17.-Injwnctive proceedings brought by the Oommission which were pending during the fiscaZ year ended June SO, 1964-Con. ~ 
0') 

Num-
N arne of principal ber of U.S. District Initiating Alleged violations Status of case 

defendant defend- Court papers flied 
ants 

F inancinl Equity 2 Southern District Nov. 21,1961 Sec. 15(c)(3) and Rule Complaint filed Nov. 21, 1961. Final judgment by default entered as to 
Ul Corp. of California. 15c3-I, 1934 Act. One defendant Feb. 6, 1953. Pendmg as to the remaining defendant. t."1 First Consolidated . 11 South Dakota _____ Apr. 3,1964 Sec. 17(a), 1933 Act; Sec. Complaint and request for the appomtment of a receiver filed Apr. 3, 1964. 
2:1 Investment Fund. 10(b), and Rule 10b-5 Preliminary injunction entered May 1, 1964, as to II defendants. Pend-

1934 Act. ing. ::>:l Fleetwood Securities 1 Southern District Apr. 29,1964 Secs. 27(c)(2), 31(a), 36 and Complaint and request for the apPOintment of a receiver filed Apr. 29, 1964. .... 
Corp., of America. of New York. Rules 3Ia-l(d) and 31a- Order to show cause and temporary restraining order signed May 1,·1964. >-3 

2(c), Inv. Co. 1940 Act. Order entered May 8, 1964, appoint.mg receiver. Pending. ...... 
t."1 Florida Citrus Indus- 2 Southern District June 3,1963 Secs. 5(a) and 5(c), 1933 Act_ Complaint filed June 3, 1963: Final judgment by consent entered as to Ul tries, Inc. of Florida. both defendants Sept. 25, 1963.· Closed. 

Food Buyers Co-op ____ ,4 Utah ______________ Aug. 16, 1963 Secs. 5(a), 5(c) and 17(a), Complaint filed Aug. 16, 1963. Final judgment by consent entered as to all 
~ 1933 Act. defendants, Sept. 9, 1953. Closed. 

Fowler, John Gatch ___ 1 Northern District Dec. ZT, 1963 Secs. 5(a) and 5(c), 1933 Act_ Complaint filed and final judgment by consent entered Dec. 27, 1963. I:' of Texas. Closed. 
FOX, Herbert 1. ______ ,_ 1 Nebraska _________ Mar. 30,1964 Secs. 5(c) and 17(a), 1933 Complaint filed Mar. 30, 1964. Final judgment by consent entered Mar. te! 

Act; Sec. 206(4) and Rule 31,1964. Closed. ><I 206(4)-1, Inv. Adv. 1940 C Act. 

~ Fraser & Co., Inc ______ 3 Eastern District Oct. 20,1961 Secs. 15(c)(I), 15(c)(3) and Final judgment as to three defendants and order appointing receiver 
of Penusyl vania. Rules 15cl-2 and 1503-1, entered Oct. 24, 1961. Pending as to receiver. 

1934 Act. 
Freeman, Jack A ______ 3 Southern District Sept. 16, 1963 Secs. 5(a) and 5(c), 1933 Act_ Complaint filed Sept. 16, 1953. Final judgment by consent entered Sept. 0 

oC Florida. 17, 1963, as to all defendants. Closed. te! 
Frontier Petroleum 3 Northern District May 7,1964 _____ do _______________________ Complaint filed May 7, 1964. Final judgment by consent entered June 1, C Corp. of Illinois. 1964, as to three defendants. Closed. 

~ Fund Investments, 3 Western District Jan. 23,1964 Sec. 15(c)(3) and Rule Complaint filed Jan. 23, 1964. Final judgment oy consent entered May I, 
Inc. of North CarD- 1503-1, 1934 Act. 1964, as to three defendants. Closed. 

Jina. 
Fund Investments 3, Middle District Jan. 29,1964 _____ do _______________________ Complaint llIed Jan. 29,1964. Final judgment by consent entered Apr. 29, Ul Inc. of Florida. " of Florida. 1964, as to three defendants. Closed. . Ul 
General Manufactur- 7 Nebraska _________ Jan. 7,1964 Secs. 5(a), 5(c) and 17(a), Complaint llIed Jan. 7, 1964. Final judgment by consent as to four de- .... 

Corp. .. 1933 Act. fendants and final judgment by default as to three defendants entored 0 
June 18, 1964. Pending. Z 

General Securities 3 Southern District Mar. 1,1953 Secs, 15(c)(3), 17(a), and Complaint filed Mar. I, 1953. Final judgment by consent entered as to two 
'Co., Inc. of New York. Rules 1503-1 and 17a-3 defendants, Mar. 9, 1964. Stipulation and order entered Apr. 2, 1964, 

Globe Securities Corp __ 
1934 Act. dismissing the action as to remaining defendant. Closed. , 

10 _____ do _____________ Apr. 29,1958 Sec. 17(a), 1933 Act _________ Final judgments entered as to one defendant by consent on Apr. 4, 1960, 
and by default as to six defendants, Apr. 12, 1960. Stipulation of discon-
tinuance as to one defendant Apr. 10, 1961. Stipulation of discontinuance 
as to one defendant Mar. 5, 1963. Final judgment by default entered as 
to the remaining defendant July 29, 1953. Closed. 



Great Plains Accept· Montana •..•..•... Dec. 3,1962 ••..• do •••.•.................. Complaint flied Dec. 3,1962. Preliminary injunction as to three defendants 
ance Corp. and final judgment as to two defendants entered Jan. 16, 1963. Pending. 

Great Western Land 10 Arizona •..•.•.•... Aug. 30,1962 Secs. 5(a) and 5(c), 1933 Act. Complaint filed Aug. 30, 1962. Order to show cause and temporary reo 
& Development, straining order signed, Aug. 30, 1962. Preliminary injunction entered 
Inc. Mar. 19, 1964, as to two defendants and defendant's motion to dtsmlss 

Greenwald, Willlam •.. Southern Dtstrlct Mar. 11,1960 
for mootness denied. Pending. 

3 Secs. 10(h) and Rule 10b-5, Final judgment by consent as to one defendant entered Dec.31,1962. Final 
of New York. 1934 Act. judgment by default as to one defendant entered Jan. 18, 1963. Pending 

as to one defendant. 
Guardian In vestment 2 Dtstrlct of Co· Jan. 26,1962 Secs. 15(c)(3) and 17(a) and Complaint filed Jan. 26, 1962. Final judgment by default entered as to 

Corp. lumbia .. Rules 1503-1 and 17a-3, botb defendants June 21,1963. Closed. 
1934 Act. 

Gulld Films Co., Inc .. 4 Southern District Sept. 25,1959 Sec. 5, 1933 Act ... _ .......... Notice of appeal filed from the order of preliminary Injunction. Order 
of New York. entered' by CA-2 affirming the judgment of the district court. Petition 

for certiorari denied on Oct. 10, 1960. FlnafJudgment by default entered 

~ Oct. 28, 1963, as to two defendants. Final judgment by consent entered 
Dec. 4,1063, as to the two remaining defendants. Closed. . 

Gulf Intercontinental 11 Soutliern District Jan. 25,1963 Sec.· 17(a), 1933 Act; Sec. Complaint and request for the appointment of a receiver filed Jan. 25, 1-163. ::tI 
Finance Corp., of Florida. 10(b) and Rule 1Ob-5,1934 Preliminary Injunction entered as to 11 defendants and receiver appointed >-3 
Ltd. Act. Feb. 15, 1963. Pending. H 

l'J Guterma, Alexander 2 Southern Dtstrict Feb. 11,1959 Secs. 5(a) and (c) and 17(a), Mandatory Injunction by consent entered as to one defendant Feb. 26,1959. >-3 L. (F. L. Jacobs of New York. 1\133 Act; Secs. 10(b), 13 Stipulation dtsmisslng the remaining defendant Aug. 5, 1963. Closed. ~ Co.). and 16(a) and Rules 10b-
5; 13a-1, 11 and 16a-l,I934 

~ 
Act. 

Hart & Co., N. A •....• 3 Eastern District Jan. 8,1962 Secs. 15(c)(I), 15(c)(3), 17(a) Complaint and request for the appointment of a receiver filed Jan. 8, 1962. 
of New York. and Rules 15cl-2, 1503-1 FInal judgment entered as to three defendants and receiver appointed 

and 17a-3, 1934 Act. Dec. 31, 1962. Pending as to receiver. 
Harwyn Publishing 9 Southern District Apr. 8,1964 Secs. 5(a) and 5(c), 1933 Act. Complaint filed Apr. 8, 1964. Final judgment by consent entered Apr. 9, ~ Corp. of New York. 1964, as to two defendants. Order of preliminary Injunction by consent 

entered Apr. 16, 1964, as to two defendants and by default as to three ::tI defendants. Pending. l'J Harwyn Securities, 6 _ ..•• do •••• : ••••••• _ Jan. 16,1961 'Sec. 17(a) , 1933 Act; Secs. Complaint filed Jan. 10, 1961. Final judgment by consent entered as to "d Inc. lO(b), 15(c)(3), 17(a) and three defendants Feb. 8, 1961. Final judgment entered as to one de- 0 Rules 10b-6, 1503-1 and fendant Mar. 22, 1961. Final judgment by default entered as to one ::tI 17a-3, 1934 Act. defendant Sept. 19, 1961. Final judgment by consent entered Oct. 22, >-3 
1963, as to the remaining defendant. Closed. 

H~es, Beron dba 2' Middle District Dec. 18, 1963 Secs. 5(a) and 5(c), 1933 Act. Complaint filed Dee. 18, 1963. Preliminary injunction entered Dec. 23, 
aynes iI & Gas of Florida. 1963, as to both defendants. Pending. 

Co. 
Hengstebeck, Frank A.' Eastern District ,Mar. 11,1964 Secs. 5(a), 5(c) and 17(a), Complaint filed and final judgment by consent entered Mar. 11, 1964. 

. of Michigan. 1933 Act. Closed. 
Hiner, Donald M. 1 District of Mar. 30,1962 Secs. 15(c)(3) and 17(a) and Complaint filed Mar. 30, 1962. Receiver appointed Apr. 2, 1962. Final 

dba Hiner & Co. Columbia. Rules 1503-1, 17a-3 and judgment by consent as to the defendant entered Dee. 31, 1962. Order 

Holman & Co.,'Inc., 
17a-5, 1934 Act. entered May 13, 1964, terminating receivershlKi Closed. 

5 Southern District Mar. 15,196 Sec. 17(a), 1933 Act; Sec. Complaint flied and order to show cause signed ar. 15, 1963. Answers 
R.A. ' , of New York. 15(c)(l) and Rule 15c1-2, flied. Preliminary Injunctions denied June 26, 1963. Pending. 

1934 Act; Sec. 21(e), 1934 
Act. 

I:...:l Houser Drilling Co. ___ 2 Colorado .. _ .• ___ • June 19, 1964 Secs. 5(a) and 5(c), 1933 Act. Complaint flied June 19, 1964. Pendinl!. 0 
~ 



TABLE 17.-Injunctive proceedings brought by the Oommission which were pending during the fiscal year ended June 80, 1964-Con. 

Nam~ or principal 
defendant 

Howell & Co., Inc., 
J.P. 

IIughes Homes 
Acceptance Corp. 

Idamont Oil & Mining 
Co. 

Insured Mortgage and 
Title Corp. 

Johns & Co., Inc .. F.S_ 

Jonah & Co., Inc., S. E_ 

Jurisic, Bogdan _______ _ 

Kaiiwara, Larry 
Kazuto Kamen & Co _________ _ 

Kay & Co ____________ _ 

KeUer Brotbers 
Securities Co., Inc. 

Keller Corporation, 
Tbe 

Num· 
her 01 

defend· 
ants 

U.S. Dlst.rlct 
Court 

InltlRtlng 
papers filed 

2 New Jersey _______ June 20,1960 

3 Montana __________ July 25,1961 

4 _____ do_____________ Mar. 17,1964 

Alleged violations 

Secs. 15(c)(I), 10(c)(3) and 
Rules 15el-2 and 1503-1, 
1934 Act. 

Sees. 17(a)(2) and 17(a) (3), 
1933 Act. 

Secs. 5(a) and 5(c), 1933 Act. 

4 Southern District Nov. 15,1960 Secs. 5(a), 5(c) and 17(a) , 
of Florida. 1933 Act; Sec. 15(a), 1934 

Act. 

6 New Jerscy _______ June 20,1962 Sec. 17(a), 1933 Act _________ _ 

2 

6 

1 

12 

2 

6 

Northern District 
of CaliCornia. 

Southern District 
01 Texas. HawaIL _________ _ 

Southprn District 
of New York. 

May 22,1964 

Mar. 16,1964 

Feb. 27,1964 

Aug. 5,1963 

South~rn District Aug. I, 1962 
of Texas. 

Massaebusetts_ _ _ _ May 15, 1961 

Southern District Nov. 30,1962 
of Indiana. 

Sec. 15(c)(3) and Rule 
1503-1, 1934 Act. 

Sees. 5(a) and 5(c), 1933 AcL 

Sec. 15(e) (3) and Rule 
1503-1 1934 Act. 

Sec. 17(a) , 1933 Act; Sec. 
lOeb) and Rule 1Ob-5, 1934 
Act. 

Sees. 17(.), lO(b), 15(c) (3) 
and Rules 17a-3, 10b-5 
and 1503-1, 1934 Act. 

Secs. 10(b), 15(c)(I), 15(c)(3) 
and Rules lOb-5, 15el-2 
and 1503-1. 1934 Act. 

Sees. 17(a)(I), 17(a)(2) and 
17(a)(3), 1933 Act; Sees. 
7(a)(l), 7(a)(2) and 42(e) 
of !nv. Co., 1940 Act. 

Status of case 

Complaint ami re~uest for the appointmont of a rcceiver filed June 20, 
1960. Final jurlgment by tho court entered aR to two defendants Jan. 17, 
1963. Appointment of a receiver denied. Appeal filed Mar. 14, 1963, 
~~oe~r~~~~Ng~'d~~;iC~n;~~. J'gt}s~d.1963. Court of Appeals afflrmed 

Final judgment by consent entered as to three defendants and receiver 
appointed July 28, 1961. Pending as to receiver. 

Complaint tiled Mar. 17, 1964. Preilmioury injunction by consent entered 
Apr. 10, 19rJ4, as to ail defendants. Pending. 

Complaint and request for tho appointment of a receiver flIed Nov. 15 
1960. Preliminary injunction entered Dec. 14, 1960. Receiver appointed 
Mar. 9, 1961. First recClver discharged and a new receiver appointed 
Mar. 27, 1961. Pending. 

Complaint flIed June 20. 1962. Preliminary injunction entered as to six 
d~fendnnts June 29. 1962. Final judgment by defauit entered as to one 
defendant June 20, 1963. Finai jud!!ment by consent entered Mar. 25, 
1964, as to five remaining defendants. CloRed. 

Complaint filed May 22, 1964. Order to show canso signed May 22, 196t 
Pending. 

Complaint flIed Mar. 16, 1964. Final judgment by consent entered Mar. 
25, 1964, as to one defendant. Pending. 

Compiaint flIed Feb. 27, 1964. Final judgment by consent entered Juno 8, 
1964. Ciosed. 

Complaint flled Aug. 5. 1963. Preliminary injunctions by consent entered 
Aug. 9, 19m, as to two defendants and Aug. 13, 1961. as to one defendant. 
Final judgment by consent entered Aug. 13, 1963, as to two defendants. 
Preliminary injunction entered Sept. 13, 1963, as to five defendants. 
Final judgment by default entered May 25, 1964, as to two defendants. 
Pending as to remaiuing eight defendants. 

Complaint and request for the appointment of a reed ver flIed Ang. I, 1962. 
Receiver appointed Aug. 10, 1962. Final judgment by consent as to 
four defendants entered Aug. 20, 1962. Penrling as to receiver. 

Complaint and request for the appointment. of a receivcr flIed May 15, 1961. 
Final judgment entered by tbe court as to two defendants Oct. 6, 1961, 
and permanent co-receiver< appointed. Pending. 

Compiaint flied Nol'. 30, 1962 Preliminary injunction entered as to four 
defendants and denied as to two defendants, and receiver appointed 
Dec. 20, 19fi2. Notice of appeal filed Dee. 21, 1962, by four defendants 
from the order of Preliminary Injunction entered Dec. 20, 1962. Opinion 
rendered Oct. 8, 1963, affirming tbe judgment of the district court 
Pending. 



KIrsch Co., Inc .. T. M 

Kramer-American 
el Oorp. 

:I~ ::::e::~~:~~:~ 
Leavitt, Hafen. _______ _ 

CII Lederer Co. Inc., J. H_ 

Ling, James 1. ________ _ 

Lloyd, M!1ler'·&Co. __ 

Long Island Plastics 
Corp. 

Lovera Exploration 
CO'

l 
Inc .. 

Lowe I, Murphy & 
Co., Inc. 

Luebbehusen, Leo A., 
dba Leo Luebbe
husen Associates. . 

Mackay, W!1l!am P., 
T/A Mackay & Co. 

2 

9 

8 

Southern District 
of New York. 

Southern District 
of Calitornla. 

Colorac!.o _____ " ___ _ 

Nov. 'J:l,1962 Sec. 15(c)(3) and Rule 
1503-1, 1934 Act. 

Apr. 8, 1964 Secs. 6(a) and 6(0), 1933 Act. 

June 12,1963 Secs •. 5(a) , 5(c) and 17(a) , 
1933 Act.' 

Northern District Mar. 11,1963 _____ do~ ________ : __ : _______ ~~_ 
of Calitoruia. 

4 Northern District 
of lows. 

Aug. 30.1963 ____ ~do _________ · ______ c ______ _ 

Sees. 6(b) (1) ~d (2), 10, 
17(a) (I), (2) and (3),1933 
Act. 

46 Southern District 
of New York, 

Dec. 9,1958 

4 

10 

Northern District Feb. 24,1964 
of Texas. 

Southern District Apr. 'J:l, 1962 
of New York. 

Eastern District Oct. 23,1963 
of New York. 

Sees; 36, 17 (a) and (d) and 
Rule 17d-l, Inv. Co. 1940 
Act. 

Soes. 15(b), 17(a) and Rules 
15b-2 and 17a-3, 1934 Act. 

Secs. 5(a) and 5(c), 1933 Act 

2 Northern District 
of Texas. 

May 14,1964 _____ do ______ c _______________ _ 

3 

2 

Colorado._________ Oct. 11,1961 

Northern District 
Of TeIss. 

Eastern District 
of Pennsylvania. 

Feb. 'J:l,1964 

Feb. 6,1964 

Sec. 15(c)(I), and 
1601-2, 1934 Act. 

Rule 

Secs. 15(c) (3), 16(c)(I), 17(a), 
15(b) and Rules 1503-1, 
15cl-2(a), 1601-4, 17a-3, 
17a-6 and 16b-2(b), 1934 

.. Act.' 
Secs. 16(c) (3) and 17(a) and I 

Rules 1503-1, 178-3, 178-4 
and 171>-6, 1934 Act. 

Complaint filed Nov. 'J:l, 1962. Final judgment by default entered as to 
one defendant. Pending as to the remaining defendant. 

Complaint filed Apr. 8,1964. Final judgment by consent entered Apr. 14, 
1964, as to two defendants. Pending. 

Complaint flied June 12, 1963. Final judgments by consent as to six de
fendants entered June 18, 1963, and as to one defendant June 19, 1963. 
Final judgment by default entered as to the remaining defendant Aug. 2, 
1963. Closed. , 

Complaint filed Mar. 11, 1963. Preliminary injunction entered as to one 
defendant Apr. 16, 1963. Amended complaint filed Oct. 11, 1963, adding 
additional violations. Pending. , 

Complaint flied Aug. 30, 1963. Final judgments by consent entered as to 
all defendants Oct. 9, 1963. Closed. ' 

Final judgment by consent as to two defendants entered Dec. 19, 1958. 
Order entered dismissing action as to One defendant Dec. 21, 1961. Order 
directing clerK to mark case closed on Mar. 13, 1962. Motion for an order 
to set aside said order was denied Apr. 24, 1962. Closed. 

Complaint filed Feb. 24, 1964. Pending. 

Complaint filed Apr. 'J:l, 1962. Final judgment by consent enteren as to 
three defeudants Apr. 19, 1963. Pending as to remaining defendant. 

Complaint flied Oct. 23, 1963. Final judgments by consent entered Nov. 6, 
1963. as to one defendant; Nov. 7, 1963 as to three defendants; No~. 21i 
1963, as to three defendants and Dec. 'J:l, 1963, as to one defendant. J>inru 
judgments by consent entered Feb. 14, 1964, as to one defendant; and 
Feb. 28, 1964, as to one defendant. Closed .. 

Complaint flied May 14, 1964. Final judgment by consent entered May 18, 
1964, as to botb defendants. Closed. 

Complaint and request for the ap:rolntment of a receiver filed Oct. 11, 1961. 
Preliminary injunction entere Oct. 18, 1961, as to three defendants. 
Order entered Oct. 20, 1961, denying motion for appointment of a receiver, 
and granting renewal of said motion If defendant company does not comply 
with stipulation dated Oct. 18, 1961. Order to show cause and temporary 
restraining order signed Feb. 21 1962. Order permitting withdrawal of 
attorneys filed Apr. 3, 1962. Orner entered Apr. 4, 1962. adjourning bearing 
to May 211962, on plalntlfi's application for appointment of receiver and 
on all pending motions. Order continuing date (or hearing to Apr. 8,1963. 
Pending. 

Complaint filed Feb. 'J:l, 1964. Final judgment by consent entered Mar. 
5,1964. as to two defendants. Closed. . '. 

Complaint filed and flnal judgment by consent entered Feb. 5,1964. Closed 

, ,. 



TABLE 17.-Injmwtive proceedings brought by the Oommission which were pending during the fiscaZ year ended June SO, 1964-Con. 

Num-
N arne of principal berof U.S. District Initiating Alleged violations Status of case 

defendant defend- Court papers filed 
ants 

MacLaughlin Securl- 4 Southern District July 2.1962 Sees. 150(3), 150(1), 17(a) Complaint seeking a mandatory order and appointment of a receiver filed 
ties Co., Leo O. of Qalifornia. and Rules 15c3-1, 15cl-2 July 2, 1962. Final judgment by consent as to one defendant entered 

and 17a-3, 1934 Act. July 26. 1962. Order entered Aug. 14, 1962, dismissing action as to three 
defendants. This matter is now in Bankruptcy proceedings. Closed. 

Mark & Co., Inc., S Southern District July 3,1961 Sec. 17(a) , 1933 Act; See. Complaint filed July 3, 1961. Order of dismissal entered Dec. 3, 1963, 
Ronald. of New York. 15(c)(I), 1934 Act. dismissing the action as to all defendants. Closed. 

Market SeCurities, Inc_ 1 Utah ______________ Dec. 6,1962 Sees. 15(c)(3) and 17(a) and Complaint and request for mandatory injunction and appointment of a 
Rules 15c3-1 and 17a-3, receiver filed Dec. 6, 1962. Final judgment by consent entered and re-
1934 Act. celver appointed Dec. 12, 1962. Pending as to receiver. 

Martin Associates, 4 Southern District Aug. 1,1962 Sees. 15(c)(3) and 15(c)(l) Complaint filed Aug. I, 1962. Supplemental complaint filed Oct. 29, 1962, 
RobertA. of New York. and Rules 15cl-2 and adding additional violations. Final judgments by consent entered as to 

July 24,1963 
15c3-1, 1934 Act. all defendants Nov. 14, 1963. Closed. 

Marx & Co., Inc., R. B_ 2 Southern District Sec. 15(c)(3), and Rule Complaint and request for the appointment of a receiver filed July 24, 1963. 
of FlorIda. 15c3-1, 1934 Act. Final judgment by consent entered as to both defendants and receiver 

McKeown & Co _______ 
apPointed Jnly 24, 1963. Pending as to receiver. 

7 Northern District Sept. 19,1963 Secs.15(c)(I),15(c)(3),10(b) Complaint and request for the appointment of a receiver filed Sept. 19, 1963. 
of Illinois. and 17(a) and Rules Preliminary injnnction entered as to both defendants and receiver 

1501-2, 15c3-1, 1Ob-5 and appointed Sept. 27, 1963. S~plemental comllalnt filed Nov. 29, 1963, 
17a-3, 1934 Act; Secs. naming five additional defen ants. Final ju gment by default entered 
17(a)(2) and 17(a)(3), 1933 Jnne 19, 1964, as to one defendant and order entered appointing special 
Act. master. Pending as to remaining six defendants. 

Midland Basic, Inc ____ 5 South Dakota _____ Mar. 5,1964 Sees. 5(a), 5(c), 17(a)(I), (a) Complaint and request for the appointment of a receiver filed Mar. 5, 1064. 
(2) and (a)(3) , 1933 Act; Amendment to complaint flIed adding additional violations. Pending. 
Secs. 10(b), 1501 and Rules 

Midwest Technical 
lOb-S and 15cl-2,1934 Act. 

Complaint and request for the appointment of a receiver filed May I, 1962. 24 Minnesota ________ May 1,1962 Secs. 17(a), 17(d), 17(e) and 
Development Corp. Rules 17d-l and Sec. 2O(a), Stipulations of Jnne I, and Ang. 10, 1962, dismissing the action as to two 

Sec. 36 and Rule 2Oa-l, ~~~~~~a~:'ab!~eC~~ ~~~~i~~ gi~~i~~v a:t~~~7rr 'te~~~!~~ ~~~:~!i Inv: Co. 1940 Act; and 
Rules 14a-3, 14a-6 and Nov. 13, 1962; as to one defendant Nov. 15, 1962; as to one defendant 
14a-9 of Reg. 14. Nov. 16, 1962. Three other defendants dismissed. Final judgment by 

the court entered Dec. 13, 1963, as to seven defendants and judgment denied 

Mineral King Mlnlng 
as to six defendants. Closed. . 

8 Eastern District Apr. 7,1964 Sees. 5(a) and 5(c) , 1933 Complaint filed Apr. 7, 1964. Final judgment by consent entered Jnne 9, 
Co. of Washlugton. Act. 1964, as to six defendants. Pending as to remaining two defendants .. 

Mohr, Frank John, dba 1 Northern District Apr. 16,1963 Sec. IO(b) and Rule 1Ob-5, Complaint and request for the appOintment of a receiver flIed Apr. 16, 1963. 
Frank J. Mohr of California. 1934 Act. Appointment of receiver derned. Final judgment by consent entered 
Investment Sellt. 4, 1963. Closed. 
Securities. 

I).:> -o 



Musekamp & Co., G. 2 Southern District Ian. 15,1964 Secs. 17(a)(2) and 17(a)(3), Complaint filed Ian. 15 1964. Final judgment by consent entered Mar. 5, 
H. of Ohio. 1933 Act; Secs. 15(c) (1), 1964, as to tw~ defendants. Pending as to receiver. 

15(c)(2), 15(c)(3), 1~) 
and 17(a) , and R es 
15c1-2, 15c2-1, 15c3-1, 

Mutual Real Estate 19,1962 
10b-5 and 17a-3, 1934 Act. 

Complaint filed Oct. 19, 1962. Final judgment by consent entered Mar. 20, 2 Connectlcnt _______ Oct. Secs. 5(a), 5(b)(I), 5(c) and 
Investors, Inc. 17(a) , 1933 Act; and Sec. 1964, as. to both defendants. Closed. 

15(a), 1934 Act. 
Nadler & Co., 10seph __ 2 Southern District Mar. n, 1964 Sec~ 15(c) (3), and Rule Complaint filed Mar. n, 1964. Final judgment by consent entered Mar. 12, 

of New York. 15c3-1, 1934 Act. 1964, as to both defendants. Closed. 
National Petroleum 2 Southern District Mar. 28,1963 Secs. 5(a) and 5(c), 1933 Complaint filed Mar. 28, 1963. Final judgment by consent entered as to 

Lease Corp. of Florida. Act. both defendants Aug. 30, 1963. Closed. 
Nevada Industrial 4 Nevada __________ . Apr. 16,1963 Socs. 5(a), 5(c) and 17(a), Complaint filed Apr. 16, 1963. Final judgement by consent as to three 

Guaranty Co. 1933 Act. -defendants entered Apr. 30, 1963. Pending as to the remaining de-
fendant. . >'3 Newcomer Finance 4 Colorado __________ Apr. 19,1963 Secs. 5(a) and (c), 17(a) and Complaint and request lor the appointment of a receiver filed Apr. 19, 1963. 

~ Co., Joe. 19(b), 1933 Act; Secs. lO(b) Final judgment by consent entered Oct. 25, 1963. Final judgment by I-< and 21(b) and (c) and the court entered Jan. 8, 1964, as to two defendants. Case discontinued ::>:l 
New Rufus Argenta 

Rule 1Ob-5, 1934 Act. as to tho remaining defendant. Closed. >'3 
4 Western District Dec. 4,1963 Secs. 5(a), 5(c) and 17(a), Complaint filed Dec. 4, ·1963. Final judgment by consent entered Dec. I-< 

Mines, Ltd. ol Washington. 1933 Act. 9, 1963, as to all defendants, Closed. t':l 
Northeastern FI- 7 New Jersey _______ Feb. 14,1963 Sees. 5(a), 5(c) and 17(a) , Complaint filed Fob. 14, 1963. Preliminary injunctioD entered as to two >'3 

nanclal Corp., et al. 1933 Act; Secs. 7(a)(I), defendants, Apr. 22, 1963. Order entered May 8, 1963, appointing trustee ~ 
8(b), 17(a)(I), 17(e)g), Prelimmary injuction entered as to four defendants Feb. 14, 1964. 

~ 23(a) and 36, Inv. o. Pendmg. 
1940 Act. 

Odzer, Harry, dba Southern District June 16,1962 Secs. 15jf)(I), 15(c)(3), 17(a) Complaint and request lor the appointment of a receiver filed June 15, 1962. Z 
Harry Odzer Co. of New York. and ules 15cl-2, 15c3-1 Preliminary injunction by consent entered July 11, 1962. Order entered d 

and 17a-3, 1934 Act. July 12, 1962, withdrawing motion for the appointment of a receiver. >-
Pending. t"' 

Osborne, Clark & 2 ____ .do _____________ Mar. 16,1961 Sec. 17(a) and Rule 17a-3, Complaint filed Mar. 16, 1961. Final judgment by default entered as to 
Van Buren, Inc. 1934 Act. one delendant Nov. 30, 1961. Final judgment by default entered June ::>:l 

29, 1964, as to the remaining delendant. Pending. t':l 
Osborne & Sons, Inc. 2 Southern District Nov. 12, 1963 Secs. 15(c)(l) and 17(a) and Complaint and request for the appointment of a receiver filed. Nov. 12, '1:1 

V.K. ol California. Rules 16cl-2, 17a-3, and 1963. Preliminary Injunction entered as to both defendants and order 0 
17a-5, 1934 Act. appointing receiver Nov. 20, 1963. Pending. ::>:l 

Peerless-New York, 6 Southern District Feb. 13,1960 Sees. 5 and 17(a), 19a~ Act; Final judgment by consent as to three defendants and receiver appointed Feb. >'3 
Inc. ol New York. Sec. 10~) and Rule lOb- 26, 1960. Final judgment by consent as to remaining defendants lor vlola-

6, 1934 ct. tlons ol Sec. 5 ol 1933 Act, Mar. 22, 1960. Receiver discharged. Closed. 
Petroleum Lease 4, District of Mar. 9,1963 Secs. 5(a), 5(c) and 17(a) Complamt filed Mar. 9, 1963. Final judgment by consent entered as to 
. Corp. Columbia. ol 1933 Act. one defendant Mar. 15, 1963. Final judgment by default entered as to 

three delendants Aug. I, 1963. Closed. Petro1lnl Corp. _________ 2 Northern District May 8,1964 Sees. 5(a) and'5(c), 1933 Act_ Complaint filed May 8, 1964. Ordcr ol preliminary injunction entered as 
of illinois. to both delendants June 30, 1964. Pending. 

Pboeul,. Securltles _____ 10 New Jersey _______ Apr. 24, 1962 Sec. 17(a), 1933 AcL ________ Complaint filed Apr. 24, 1962. Final judgment by default entered Feb. 
11, 1964, as to all delendants. Closed. . 

Prudential Diversltled 8 Montana __________ Feb. 28, 1963 _____ do _______________________ Complaint and request for tbe appointment of a receiver filed Feb. 28, 
Services. 1963. Final judgment by consent entered as to tlve defendants and con-

servator appointed Mar. 9, 1963. Stipulation and order entered dlsmlssing 
~ the action as to three defendants Apr. 22, 1963. Order entered accepting 

the resignation of conservator. Closed.' . ...... ...... 



TABLE 17.-Injunctive proceedings brought by the Oommission tvhich were pending during the fiscal yOOlr ended June 80, 1964-Con. 

Nom· 
Name of principal berof U.S. District InItiating Alleged violations Status of case 

defendant defend· Court papers filed 
ants 

Pruett & Co., Inc •••... 3 Northern District May 15,1961 Secs. 17(a}(2), 17(a)(3), 1933 Final judgment by consent entered as to three defendants and receiver 
of Georgia. Act; Secs. 15(c)(l) ~polnted May 15, 1961. Order entered Jan. 2, 1964, discharging receiver. 

15(c}(3), lO(b), 17(a) and losed. 
Rules 15cl-2, 15c3-1, lOb-5 
and 17a-3, 1934 Act. 

Ram Oil Co .•••••..•.. 3 Ariwna ........... May 6,1964 Secs. 5(a) and 5(c) , 1933 Act. Complaint tiled May 6, 1964. Final judgment by consent entered June 3D, 
1964, as to three defendants. Closed. 

Rapp, Herbert, dba 16 Southern District Apr. 29, 1958 Sec. 17(a) , 1933 Act .•........ Final judgment by consent as to two defendants. Opinion rendered dis· 
Webster Securities of New York. missing action 8S to nine defendants, Sept. 19, 1961. Appeal filed from 
Co. the decision of the district court, Oct. 18, 1961. Stipulation dismissing 

appeal as to one dcfendant, Jan. 24, 1962. Decision rendered by CA-2 
reversing and remanding for further proceedings as to one defendant and 
granting final judgment as to one defendant, June 21, 1962. Pending as 
to one defendant. 

Raymond & Co., Inc., 
R.P. 

3 ... _.do •••.•.•.•••.• Aug. 28, 1962 Secs. 15(b), 15(C)(I) , 15(c)(3) C~W~~~~~~:t~.A~o:;l962 . FInal judgment entered Apr. 28, 1964, as to 
and 17(a) and Rules 15b-2, 
15cl-2, 15c3-1 and 178-3, 
1934 Act. 

Rhnbottom, Andrew 5 Middle District Apr. 15,1964 Sees. 5(a) and 5(c), 1933 Act. Complaint Illed Apr. 15, 1964. Final Judgment by consent entered May 
L. of Florida. I, 1964, as to five defendants. Close . 

Richter, Paul, dba 2 Southern DIstrict June 3,1963 Sees. 15(c)(1), 15(c)(2), Complaint and request for the appointment of a receIver tiled June 3, 1963. 
Meade & Co. of New York. 15(c)(3), 17(a) and Rules FInal judgment by default entered Apr. 20, 1964, as to both defendants. 

15cl-2, 15c2-1, 15c3-1 and Pending as to receiver. 
178-3, 1934 Act. 

Riley, James W .......• 4 Southern District Dec. 23, 1963 Secs. 5(a) , and 5(c).1933 Act. Complaint flied Dec. 23, 1963. FInal judgments by consent entered Jan. 3, 
of Florida. 1964, as to three defendants. FInal judgment by default entered May 4, 

Secs. 15(c)(3), 17(~ and 
1964, as to the remaining defendant. Pending. 

R~ers & Co., Inc., 2 Southern District Apr. 7,1961 Complaint filed Apr. 7, 1961. Opinion rendered Ma.r, 15, 1961, denylnll 
asper. of New York. Rules 15c3-1 an 178-3, pla!ntltr·s motion for preliminary injunction. Amen ed and substitute 

1934 Act. complaint filed and final judgment by consent entered as to both defend· 

Secs. 15(C)(1~ 15(c)(3) and 
ants Dec. 6, 1963. Closed. 

Ronwin Securities 2 Eastern District Mar. 20,1962 Complaint and request for the appointment ofa receiver filed Mar. 20
1

1962. 
Oorp. of New York. 17(a) and ules 15e1-2, Final judgment by consent as to two defendants and order appo ntlng 

15c3-1 and 178-3, 1934 a receiver entered Mar. 20, 1962. Pending. 
Act. 

Royer, Max 1., et 81. .. 3 Southern District July 2,1963 Secs. 17(a)(I~, 17(a)(2), Complaint flied JulI2, 1963. Preliminary injunction by consent as to all 
of Indiana. 1933 Act; ecs.7(a)(1) defendants entere July 2, 1963. Pending. 

and 7(a)(2) Inv. Co. 1940 
Act; Sec. 20(a), Inv. Adv. 
1940 Act. 



Sandblom, Pa~ A ____ _ 

Sl\I,1<!ii:uhl ~ Co., Inc __ 

Sano, A.nthony 1 ____ _ 

Sauve,Co., W.R ______ _ 

Science Investments, 
Inc. 

Searlgh t, Ahalt &: 
O'Connor,~Inc. 

Sessler &.Co •• Fred F._ 

Shanman, Nell James_ 

Shemov, Joseph, dba 
• Central Securities 

Co. Do ________________ _ 

Silva, Foster L. _____ _ 

Slmmons,~Oharles M __ 

6 

2 

Southern'DlStrict Jan. 21,1004, 
ot Texas.' ,., .. 

New,Jersey __ ..... July, 3, 1~2 

Southern District 'June 30,1959 
of New York. 

2, _____ do .••• ~:....... Oct.' 25,1963 

Secs. 5(a) and 5(c), ~933 Act. C?mplauit Illedlan. 21;'1004'. Final judgment enter~d Jan. 29,1\16:4., Cloeed. 

Sec. '15(C) (3) and Rule 'Complaint 'llled~July 3, '11162. ' Actlon,dismissed as to one defendant Oct. 
1503-1, 1934 Act. ' 23, 1962. Supplemental complaint Illed requestmg' the appointment of 

: Sees 15(c)(l) and 15(c)(3) 
and Rules 15cl-2 and 
Ipc3-1, 1934 Act. , 

' .... do .. _____ ............... . 

a receiver and naming one additional defendant, and order entered ap
pointing receiver,'Jan. 29, 1963.' Fillal judgment by consent entered as 
to two defendants June 18, 1963. 'Pending as to the remaining three 
defendants. , " • , ' 

Final judgment by consent entered as to two deCendants and receiver 
appointed July I, 1959. Order entered Aug. 27, 1962, discharging receiver 
and reCerring final accounts to special master. Pending. 

Complaint and request for the appOintment of a receiver Illed; final judg· 
ment entered as to one defendant and receiver appointed Oct. 25,1963 
Final judgment by default entered Jan. 6, 1964, as to remaining defendant. 

13 Massachusetts ____ Apr. 24,1963 Secs. 5(a)(I), 5(a) (2) and 
Pending as, to receiver.' , 

; Complaint and request for, the appointment oh receiver Illed Apr:24, 1963. 
, Final judgment by, consent entered as to three deCendants. June 25, 

1963, and furtber appointing receivers. Order entered June 25, 1963" 
dismissing action as to the remaining defendants. Pending as to receivers. 

4 Southern District 
otNewYork. 

Jan. 18,1963 

2 
_ ____ do _____________ 

Dec. 10,1962 

4 
_ ____ do _____________ 

Nov. 15,1960 

5(c), 1933 Act; SecS.7(a), 
7(c), 14(a), 15(a), 16(a), 

'17(d), 17(e)(1); 17(f), 
2O(a), 23(c)(3), 30(a) , 
34(b), 35(d) , 36 and 37 
and Rules 17d-l, 2Oa-l 
and 230-1 of Inv. Co. 1940 

, Act; Rules 141>--3 and 
14a-6 Reg. 14, 1934 Act. ' " , 

Sec. 15(c)(3) and Rule 1503-1, Complaint rued Jan. 18, 1963. Final judgment by consent entered as to 
1934 Act. one defendant Jan. 3, 1004. Final judgment by default entered as to two 
, , defendants Jan. 29. 1004. Final judgment by consent entered Apr. I, 

Secs.15(c)(I), 15(c)(3), 17(a) , 
and Rules 15cl-2, 1503-1 
and 17a--3, 1934 Act. 

Sees. 15(c)(3) and 17(a) and 
Rules 1503-1 and 171>--3, 
1934 Act. 

1964, as to remaining defendant. Closed. 
Complaint rued Dec. 10, 1962. Order entered appointing a receiver Dec. 17, 

1962. Final judgment by consent entered as to two defendants Feb. 27, 
1963. Pending as to the receiver. , 

Complaint rued Nov. 15 1960. Amended complaint adding additional 
violations and request for the appointment ot a receiver rued. Stipula
tion consenting to withdrawal of motion for receiver rued. Final judg
ment by consent entered as to two detendants Apr. 241 1961. Supple-
mental and amended cOmplaint rued alleging additlon81 violations and 
tor an order appointing a receiver. Pending. , 

II _____ do_____________ Oct. 29,1963 Secs. 5(a) and 5(e), 1933 Act_ Oomplalnt rued Oct. 29. 1963. Final judgment by consent entered as to 

II _____ do_____________ Oct. 29,1963 

2 Massacbusetts.___ Apr. 28, 1964 

14 OregmL.. __ "______ luly 24, 1963 

Secs. 5(a), 5(c) and 17(a), 
1933 Act. 

Sees. 5(c) and 17(11), 1933 Act. 

Sees. 5(a) , 5(c) and 17(a) , 
1933 Aet. 

all detendants. OIosed. 

Complaint rued Oct. 29, 1963. Final judgment by consent entered as to 
all defendants Oet. 30, 1963. Closed. 

Complaint Illed Apr. 28, 1964. Final judgment by consent entered Apr. 
30, 1964, as to both defendants. Closed. 

Complaint rued luly 24, 1963. , Final judgment by consent entered as to 
10 defendants Dec. 17, 1963. ' Final judgment by consent as to one de
fendant and order dJsm1ssing action as to three defendants entered May 
II, 1004. Closed. 



TABLE 17.-Injunctive proceeding8 brought by the Commi88ion which were pending during the fi8cal year ended June 30, 1964-Con. 

Num· 
,N:ame of principal. - ber of. 

defendant ' defend· 
_ U.S. Distrlct-.. ,Initiating 

Court papers filed 
'., ants. 

Simnions & Co. Inc., 
~:S. 

Simplified Tax 
Records. Inc. 

Southeastern Securl· 
ties Corp. 

'Southridge Corp •••••• _ 

Space City Invest· 
ments, Inc. 

:Sparrow, Robert D •• __ 

Spring Tide Petro
leum, Inc. 

Starco, Inc ••• ___ ._. __ _ 

'Stern &: Co., Edward 
H. 

'Strong Productions, 
Inc. 

'Tague, W. E~ward._._ 

Temptronic Corp .• __ •• 

TexllS Independent 
Coffee Organization, 
Inc. 

Thermal Dynamics 
Corp. 

Thom88, Willlams &: 
Lee, Inc. 

---
2 Soutbern District Jan. 6,1961 

of New York. 

3 New Hampshire__ Feb. 26,1963 

2 Southern District Nov. 8,1963 
of New York. 

4 _ Nevada .• _________ Sept. 17,1963 

4, 

8 

Soutbern District May 28, 1964 
oC Texas. Idaho .. ___________ Oct. 17,1963 

2 Northern District Aug. 6. 1963 
of Oklahoma. 

6 District oC Dec. 20. 1962 
Columbia. 

3 Sou them District May 14, 1963 
of New York. 

3 Northern District Dec. 6, 1960 
of California. 

1 Western District Mar. 30,1961 
of Pennsyl-
vania. 

3 Utah______________ May 5, 1964 

6 Southern District Aug. 16, 1963 
of TexllS. 

2 Utah ___ ~-- .. ______ Mar. 20, 1964 

Southern District 
of New York. 

Jan. 28, 1963 

Alleged violations 

Secs. 15(c)(1), 15(c)(3). 10(b) 
and rule 15cl-2, 1503-1 
and IOb-5, 1934 Act. 

Secs. 5(a), 5(c) and 17(a), 
1933 Act 

Secs. 15(e)(I) and 15(c)(3) 
and Rules 15cl-2 and 
1503-1, 1934 Act. 

Secs. 5(a), 5(c) and 17(a), 
1933 Act. 

Secs. 5(a) and 5(c), ,1933 
Act. 

Secs. 5(a). 5(c) and 17(a), 
1933 Act; and Secs. 10(b) 
and 15(a), 1934 Act, 

Secs. 5(a)(l), 5(a)(2) and 
17(a). 1933 Act. 

Secs. 5(a). 5(c) and 17(a), 
. 1933 Act. 

Secs. 15(c)(3), 15(c)(2), 17(1') 
and Rules 15c2-4. 1503-1 
and 17a-3, 1934 Act. 

Secs. 5(a) and 5(c), 1933 Act_ 

Secs. 15(c)(I), 15(c)(3) and 
17(a) and Rules 15cl-2, 
1503-1 and 17a-3, 1934 Act. 

Sec. 17(a), 1933 Act; Sec. 
10(b). and Rule lOb-5, 
1934 Act. 

Secs. 5(a)and 5(c),1983 Act_ 

Secs. 5(a). 5(c) and 17(a) , 
1933 Act. 

Sec. 15(c)(3), 1934' Act ___ •• _. 

Statu~ :of case 

Complaint and request for the appointment oC a receiver filed Jan. 6, 196i. 
Receiver appointed Jan. 23. 1961. FlUal judgment by consent entered 
as to both deCendants May.24, 1963. Receiver pending. 

Complaint filed Feb. 26, 1963. Final judgment by consent entered as to 
all deCendants Feb. 27. 1964. Closed. 

Complatnt and request Cor the appointment oC a receiver flied Nov. 8, 1963. 
Receiver appointed Dec. 12. 1963. Final judgment by deCault entered 
Feb. 29, 1964, as to both defendants. Receivership pending. 

Complaint flied and temporary restraining order signed Sept. 17, 1963. 
Amended and supplemental complaint flied Jan. 20, 1964, adding addl· 
tlonal violations. Pending. 

Complaint filed May 28, 1964. Final judgments by consent entered June I, 
1964, as to Cour deCendants. Closed. 

Complatnt filed Oct. 17, 1963. Preliminary injunction entered ,as to one 
defendant and final judgment by consent as to three deCendants Nov. 
7, 1963. Final judgments by consent entered as to four defendants Dec. 
11, 1963. Pending as to one defendant. . 

Complaint flied Aug. 6, 1963. Final judgnaent by consent as to both de
fendants entered Aug. 7, 1963. Closed. 

Complaint flied Dec. 20, 1962. Final judgment by defanit entered as to 
three defendants, May 14, 1963. Final judgment by consent entered 
Feb. 5, 1964, as to two defendants. Final judgment by consent entered 
Apr. 6, 1964, as to remaining defendant. Closed. 

Complaint flied May 14, 1963. Final judgment by consent entered as to 
two defendants May 24, 1963. Final judgment by consent entered as to 
the remaining defendant Apr. 15, 1964. Closed. 

Complaint flied Dec. 6, 1960. Final judgment by consent entered as to 
one defendant Jan. 20, 1964. Final judgment by consent entered as to 
the two remaining defendants Jan. 27, 1964. Closed. 

Final judgment by consent entered May 24, 1961. Order entered Apr. 9, 
1963, discharging receiver. Closed. 

Complaint filed May 5, 1964. Preliminary Injunctions entered May 18, 
1964, as to one defendant and June I, 1964, as to two defendants. Pending. 

Complaint flied Aug. 16, 1963. Preliminary Injunction entered lIS to aU 
defendants Aug. 30, 1963. Pending. _ 

Complaint flied Mar. 20, 1964. Preliminary Injunction entered Apr. 9, 
1964, as to both defendants. Pending. . 

Complaint filed Jan. 28, 1963. Final judgment by deCault entered lIS to 
both defendants Mar. 2; 1964 .. Closed. 



Timpson, Maurice H __ 2 Utah ______________ June 13, 1963 Sec_ 17(a), 1933 Act Sec. Complaint filed June 13, 1963. Final judgments by consent entered as to 
15(a), 1934 Act. one defendant June 25, 1963, and as to the remaining defendant Sept 23, 

1963. Closed. 
Titan Mines, Inc _______ 3 Colorado __________ June 25, 1962 Secs. 5(a), 5(c) and 17(a), Complaint and request for the appointment of a receiver filed June 25, 1962. 

1933 Act. Final judgment byeonsent as to three defendants entered July 19, 1962. 

Townsend Corp. of N'ew Jersey _______ Apr. 24; 1961 
Receiversbip pending. . , . 

14 Secs. 7, 12, 18, 20, 21, 30, 34, Final judgments by eonsent as to five defendants entered May 31, 1961. 
America. 36,48 and Rule 3Od-1 Inv.· Dismissal as to the remaining defendants entered May 31, 1961. Order 

Co. 1940 Act. entered a~ointlng Interim board of directors. Pending. . , 
United Benefit Life District of Oct. I, 1962 Secs. 5(a)(l) , 5 (a)(2) and Complaint ed Oct. I, 1962. Motion for summary judgment filed Sept. 

Insurance Co. Columbia. 5(c), 1933 Act; Secs. 7(b), 12, 1963, and denlpd Jan. 16, 1964. Pending. 

U.S. Diversified 
42(e) Inv. Co. 1940 Act. 

Complaint and request for mandatory injunction fIled Nov. 13, 1963. Court 3 Southern District Nov. 13,1963 Sec. 13(a) and Rule 13a-l, 
Industries Corp. of New York. 1934 Act. entered mandatory Injunction June 30, 1964, as to three defendants; 

further ordering said defendants to file annual report on Form 10-K for 

Valley Homes Corp ____ 2 Sec. 17(a), 1933 AcL ________ 
fiscal year 1961. Pending eompliance with court order. .." Montana __________ Jan. 3, 1963 Complaint and request for receiver filed Jan. a, 1963. Final judgment ::q by consent as to two defendants entered and receiver appointed Mar. 6, 
1963. Receiver discharged. Closed. ..... 

Veditz Co., Inc., ::0 Southern District Oct. 18,1957 Sec. 15(c) (3) and Rule Notice of appeal fIled Jan. 12, 1959, by Commission from the order of the .." Jean R. of New York. 15c3-1, 1934 Act. district court denying final judgment Jan. 6, 1959. Pending. ..... 
Vickers, Christy & 3 _____ do_. ___________ Feb. 6.1961 Secs. 15(c)(3), 15(C)(I) , 17(a) Complaint filed Feb. 6, 1961. Amended complaint filed Feb. 14, 1961, t.'j 

Co .. Inc. and Rules 15c3-1, 15cl-2 seeking additional violations of Sec. 15(c)(l) and Rule 15cl-2 of 1934 Act .." 
and 17a-3, 1934 Act, and for an order appointing a receiver. Receiver appointed Mar. 30, 1961. ::q 

Permanent injunction by default entered as to all defendants, Dec. I, 1961. 

~ Visutronies Corp of 
Pending as to receiver. 

6 Nevada ___________ July 24,1963 Sec~ 5(a), 5(c) and 17(a), Complaint filed July 24, 1963. Final judgment by consent entered as to 
America. 1933 Act. one defendant Nov. 21, 1963. Final judgment by consent entered as to 

five defendants Dec. 26. 1963. Closed. 
Wagner, Inc., R. B _____ 2 !\faryland _________ July 3,1962 Sec. 15(c)(3) and Rule Complaint and request for appOintment of a receiver entered July 3, 1962. > 15c3-1, 1934 Act. Final judgment entered as to both defendants by consent, July 3, 1962. t' 

Motion for receiver witbdrawn. Closed. 
Weil & Co., Inc ________ 3 District of !\far. 5,1963 Secs. 17(a), 1933 Act; Sees. 7, Complaint and request for tbe appOintment of a receiver filed Mar. 5, 1963. ::0 

Columbia. 17(a), 4, and Rules 17a-3 Order entered Mar. 6. 1963, appomting receiver. Final Judgment by t.'j 
and 17a-5, 1934 Act. default entered as to one defendant July 29,1963. Order entered Nov. 19, "d 

1963, vacating judgment on condition that defendant will not challenge 0 
either the appointment of a receiver or the preliminary Injunction entered ::0 
Apr. 10. 1963, and ordering defendant to file an answer. Pending. .." 

Welders Supply Co., 2 Nevada ___________ Apr. 12,1963 Sec. 17(a), 1933 AcL ________ Complaint filed Apr. 12. 1963. Final judgment \)y default entered as to 
Inc. one defendant July 5, 1963. Pending as to the remainln!!, defendant. 

Willoughby Coin Ex- 3 Southern District Mar. 24,1964 Secs. 5(a) and 5(c) ,1933 ACL_ Complaint filed Mar. 24, 1964. Final judgment by consent entered Apr. 3, 
change, Bill. of Cali forma. 1964. as to all defendants. Closed. 

Wingdam & Lightning 3 Western Distnct 
Creek Mining Co., of Washington. 
Ltd. 

"Jay 11,1964 _____ do _______________________ Complaint filed May 11, 1964. Pending. 

Woike& Co., Rlchard __ 3 Southern District June 7,1962 Sees 15(a) and 17(a), Rule Complaint filed June 7, 1962. Final judgment by consent entered as to 
of New York. 17a-3, 1934 Act. two defendants Feb. 20, 1963. Final Judgment \)y default entered as to 

World Wide Automatic 
one defendant lIJay 31, 1963. Closed. 

3 Western District Oct. 2,1963 Secs. 5(a) and 5(c), 1933 Act-. Complaint filed Oct. 2, 1963. Final judgment by consent entered as to all 
Archery, Inc. of Washington. defendants Oct. 25. 1963. Closed. 

Zimet Bros., Inc _______ Southern Distnct :\Iay 14,1964 Secs. 5(a), 5(c) and 17(a), Complaint filed and final judgment by consent entered lIIay 14, 1964, as to l\:) 
of New York. ]933 Act. all defendants. Closed. i-'. 

c..'1 



TABLE lS.-Proceeding8 by the Oommi88ion to enforce 8ubpoena8 pending during the fi8caZ year ended June 80, 1964 

Number U.S. District Initiating 
Principal defendants of de· Court papers filed Sections of Act involved Status of case 

fendants 

Bailde, James J •••.•... 5 Southern District June 3,1964 Sec. 22(b), 1933 Act ..•••..• __ Application June 3, 1964, for an order directing respondents to show cause 
of Alabama. why an order should not lssue requiring compliance with subpoena duces 

tecwu. Order to show cause returnable June 12, 1964. Pending. 
Blaustein, Stanley 1 Southern District Aug. 22.1963 •••.. do ••••••••••••.•••••..... Application Aug. 22, 1963, for an order directing respondent to show cause 

(Stan·Bee & Co.). of New York. why an order should not lssue requirin~ eompllance with subpoena duces 
tecum. Order to show cause returns Ie Sept. 4, 1963. Order entered 
Befit. 27, 1963, requiring obedienre to suhpoena. Closed. 

First National Bank 3 Colorado •••••.•••• Apr. 6,1964 ..•.• do •.••••••••••••••...••.• App Ication Apr. 6, 1964, for an order compelling the respondents to appear 
of Denver, The. and produce documentary evidence In eompJiance with subpoena duces 

tecum. Order entered Apr. 22, 1964, requiring obedience to subpoenas. 
Closed. 

Do ••••••••••••••..• 1 ••••• do ••••.•••..••. Mar. 17,1964 . .••• do •••••••••••••••••••••.• Application Mar. 17, 1964, for an order eompelling the respondents to appear 
and produce documentary evidence in eompliance with 8u~oena duces 
tecum. Order entered Mar. 19, 1964, compelling the respon ent to com· 
ply with subpoena. Closed. 

Giaunettl, Sr., Henry 1 New Jersey •••.•.. June 14,1963 • .••• do ••••.••....•.••••....•• Application June 14, 1963, for an order directing respondent to show cause 
S. why an order should not Issue requiring eompliance with subpoena duces 

tecum. Order entered June 14, 1963, directing respondent to appear. 
Closed. 

Leighton, Sheldon ••••• 1 Southern District June 12, 1964 . .•.• do ••.•..•...•••...•....•• Application June 12, 1964, for an order eompeUing the respondents to aw:ar 
of New York. and prodnce documentary evidence In eompllance with 8ubpoenae eces 

tecum. Order entered June 12, 1964, requlr1ng obedience to subpoena. 
Closed. 

Midland Trust, Inc •••• 9 South Dakota .•... Mar. 27,1964 . •••• do ......•....•..•.•.....• Application Mar. 27, 1964, for an order compelling the respondents to ap.-
pear and produce documentary evidence In eompliance with subpoena 
dnces tecwn. Order entered May I, 1964, requlr1ng obedience to sub-

oena. Closed. p 
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Parrott, Forrest. _____ _ 

~ Shasta Minerals & r Chemical Co. 

l-' 
<:l 

Sims, Jack ____________ _ 

Sound Mortgage Co., 
Inc. 

Sylvester-Anderson 
Oil Co., Inc. 

Tricoll, Jr., John 
Anthony. 

3 Colorado __________ Sept. 20,1962 _____ do _____________________ _ 

1 (Utah ______________ }sePt: 28,1962 _____ do _____________________ _ 
l CA-I0 ___________ _ 

Western District Nov. 8,1963 _____ do _____________________ _ 
of Texas. 

2 Western District Mar. 3,1964 _____ do _____________________ _ 
of Washington. 

Northern District June 13,1962 _____ do _____________________ _ 
of Indiana. 

New Jersey _______ Aug. 17,1962 _____ do _____________________ _ 

Appllcation Sept. 20, 1962, for an order directing respondents to show catlse 
why order should not Issue reqUiring compliance with subpoena. Order 
entered consolidating related subpoena action entitled S.E.C. v. Alfred 
O. Brehmer with S.E.C. v. Forrest Parrott. Notice of appeal filed from 
order, dated Apr. 24, 1963, conditioning enforcement of subpoena. Peti
tion for writ of certiorari filed Dec. 6, 1963, from the order of 0_\-10 cn
forcmg the subpoenas. Writ of CertIOrari denied Jan. 24, 1964. MotIOn 
of appellees to vacate order entered Oct. 4, 1963, was denied Feb. 10, 1964. 
Pending. 

Order Sept. 28,1962, directing respondent to show cause why an order should 
not issue requiring compliance With subpoena. Order entered Dec. 5, 
1962, compellmg respondent to comply with order of Sept. 28, 1962. Notice 
of appeal filed from order entered Dec. 5, 1962. Opinion rendered by 
CA-lO Feb. 28, 1964, setting aSide judgment and remanding case to dis
trict court for further proceedings. Pending. 

Application Nov. 8, 1963, for an order directing respondent to show cause 
why an order shouid not issue requlflng compliance with subpoena duces 
tecum. Order to show cause returnable Nov. 29, 1963. Order entered 
Dec. 18, 1963, dismissing the action. Closed. 

Application Mar. 3, 1964, for an order compelling the respondents to appear 
and produce documentary evidence in compliance with subpoena duces 
tecum. Order to show cause returnable Mar. 3, 1964. Order entered 
requiring obedience to subpoena. Closed. 

Order June 13, 1962, directing respondent to show cause why order should 
not issue requiring compliance with subpoena. Order to show cause 
returnable July 5, 1962. Order entered dismissing proceedings. Closed. 

Order Aug. 17, 1962, directing respondent to show cause why order should 
not issue requiring compliance with subpoena. Order to show cause 
returnable Aug. 31, 1962. Pending. 



TABLE 19.-Actions pending during (lscaZ year ended June 80, 1964, to enforce voluntary plans under Section 11 (0) to comply with 
Section 11 (b) Of the Public Utility Holding Oompany Act of 1985 

Name of case U.S. District Court Initiating papers filed 

Arkansas Fuel Oil Corp., ct aL Delilware _____________ July 19, 1960 _____________ _ 

Granitc City Generating Co.. Southern District of Nov. 14, 1962 _____________ _ 
Voting Trustees of. Illinois. 

Louisiana Gas Seniee, et aL, Eastern District of Reopened Aug. 12, 1960 ___ _ 
In re. LouiRiana. 

New England Electric Sys- CA-I. ________________ May 18, 1964 _____________ _ 
tern, et at., In re. 

Oct. 23, 1961.. ... ____ . ____ _ :-;'ew Orleans Public Service Eastern District of 
Inc., ct aL, In re. Louisiana. 

Standard Gas and Electric Delaware_ ____________ Reopened Jan. 26,1961. __ _ 
Co., et aL. In reo 

V II Ga C up In {
Rhode Island _________ }A 12 1960 a cy S 01 any, re ___ CA-I.________________ !,g., _____________ _ 

Status of case 

Application filed by Commission for an order enforcing the carrying out of a plan pursuant 
to Sec. ned) and 1S(£) of the 1935 Act as per CommIssion order of July 14, 1960. Ordcr 
Sept. 2, 1960, approving and enforcing plan with tbe court taking jurisdiction and posses
sion of ArklUlSas Fuel Oil Corp. and its assets. Plan consummated Dec. 2, 1960. Fees 
and expenses hearings held. Record thereon closed Dec. 5, 1961. Certain fees approved 
and paid. Certain other fee claims pending. Pending. 

Application filed by Commission for an order enforcing the carrymg out of an ame nded plan 
pursuant to Sec. l1(e) of the 1935 Act as per Commission order of Nov. 5, 1962, and to 
enjoin Interference with the plan. Order Dec. 13, 1962, approving and enforcing tltc 
amended plan. Pending. 

Supplemental application filed by Commission for an order enforcing the carrying out o{ 
amendments to a plan pursuant to Sec. Il(e) and IS(£) o{ the 1935 Act approved by Com. 
mission order of Aug. 11, 1960, and to enjoin interference with amended plan. Order 
Sept. 14, 1960, approving and enforcing amendments to the plan. Closed. 

Petition of New England Electric System and its subsidiary companies listed above to 
review and set aside that part of tbe order of the Comrmssiou entered Mar. 19, 1964, which 
requires that petitioner dispose of the gas utility properties presently controlled by it 
and terminate its relatIonship with its gas utility subsidiaries. Pending. 

Application filed by Commission for an ordcr enforcing the carrying out of a plan pursuant 
to 8!"c: lI(e) of the 1935 Act approvcd by Commission order en~ered Oct. 19, 1961, and 
enJoll!-mg Interference with the plan. Order Dec. 1, 1961, approvlllg aud enforcing plan. 
Pending. 

Supplemental appllcaticn filed by Commission for an order enforCing the carrying out of 
Step V as amended of thc Standard Plan pursuant to Sec. lI(e) of the 1935 Act approved 
hy Commission order of Jan. 19, 1961, and to enjOin interference with carrying out of the 
plan. Order Apr. 22, 1961, approving and enforcing plan and reserving jurisdiction to the 
court. Pending. 

Application filed by Commission for an order en,forcing Step I of a plan pursuant to Sec. 
lI(e) of the 1935 Act as approved by ComrnisslOn order of Aug. 10, 1960. Court's order 
Oct. 21, 1960, enforcing provisions of Step I of plan. Judgment by CA-l, Mar. 24, 1961, 
affirming order of the district court. Application filed by Commission for an order 
enforcing Step II of a plan pursuant to Sec. l1(e) of the 1935 Act as approved by Com

mission order of March 3, 1964, enforcing provisions of Step II of plan. Pending. 



Nameot 
Principal defendant 

Parrott, Forest- ____________ 

Principal defendants 

irrell, Lowell M __________ B 

K ormel,Inc ________________ 

N ewman, Hal C ____________ 

S andkuhl, Henry ___________ 

TABLE 20.-0ontempt proceedings pending during the fiscaZ year ended June SO, 1964 

PART I.-CIVIL CONTEMPT PROCEEDINGS 

Number U.S. District Initiating 
of de· Court papers Status of case 

fendants filed 

2 Colorado __________ May 6,1964 Order ot May 16, 1964, directing defendants to show cause why they should not be adjudged in civil 
contempt for failure to comply with the order entered Apr. 3, 1964, requiring respondents to testify 
betore the Commission re Walter Allen Raifigh db" Raleigh &curitit8. Conclusions of Law 7 Judg-
ment entered May 20p1964, finding respondents guilty of civil contempt. Appeal filed May 22, 1964, 
from the Judgment. ending. 

PART 2.-CRIMINAL CONTEMPT PROCEEDINGS 

Number U.S. District initiating 
otde- Court papers Status of case 

fendants filed 

1 Southern District 
of New York. 

Oct. 11, 1957 Pending. 

3 Nevada ___________ Mar. 2,1962 Order of Mar. 2, 1962, directing the defendants to show cause why they should not be adjudged in 
criminal contempt of injunction prohibiting violations of Sec. 17 ot the 1933 Act. Contempt pro-
ceedings dismissed as to one detendant\ Jan. 7, 1963. Corporate defendant fined $1,000. Remaining 
detendants' sentence suspended and p aced on probation tor 3 years. Pending possible appeal. 

1 Northern District Jan. 3,1964 Order of Jan. 3,1964 directing the defendant to show cause why he should not be adjUdged in criminal 
of Texas. contempt of final Judgment prohibiting violations of Secs. 5(a)(I), 5(a)(2) and 5(c of 1933 Act. De-

fendant tound guilty and sentenced to 1 year imprisonment; suspended and placed on probation 
for a period ot 1 year. 

1 New Jersey _______ May 4,1964 Application for order to show cause why detendant should not be punished in criminal contempt of the 
court tor violations ot and disobedience to the orders and decrees dated Sept. 13, 1962, and Jan. 17. 
1963. Pending. 



TABLE 21.-Petitions tor review ot orders ot Oommi88ion pending in courts ot appeals during the fiseal year ended June 30, 1964 

Petitioner U.S. Court of Appeals Initiating 
papers filed 

Aurell, Walter A _____________ 2d Clrcult _____________ May 21,1962 

Barnett, Jr., Maurice ________ 8th Circuit ____________ Oct. 13,1962 

Batten & Co., Inc ____________ CADC ________________ July 26,1963 

Childree, Lewie F ____________ 5th Circuit ____________ Sept. 16, 1963 

Financial Counsellors, Inc __ 2d Circuit _____________ May 22,1964 

Fligel, Marshall A ________________ do ________________ Nov. 15,1962 

Gordon, S. PauL _________________ do _________________ Dec. 10,1962 

Hersh, Theodore ____________ 9th Circuit ____________ Aug. 30,1962 

Irish, Russell L., dba Russell _____ do _________________ Jan. 18,1964 
L. Irish, Investments. 

Commission action appeaied from and status of case 

Petition to review order Mar. 28, 1962, affirming the disciplinary action taken against petitioner by NASD, 
Inc. Petition dismissed by CA-2 "~tar. 16, 1964. Closed. 

Order of Aug. IS, 1962, revoking the broker-dealer registration of Investment Service Co. and finding 
petitioner as cause ofsueh revocation. Opinion rendered by CA-S affirming the order of the Commis
sion July 2, 1963. Closed. 

Petition filed by Batten & Co., Inc., Mutual Funds of America, Inc. and Franklin L. Batten for review 
of findings, opinion and order of Commission revoking petitioner's broker-dealer registrations. Opinion 
rendered Apr. 16,1964, affirming the order of the Commission. Closed. 

Petition for review filed seeking to set aside the order issued by the Commission on Aug. 8, 1963, termi
nating administrative proceedings against the petitioner. Pendmg. 

Petition filed by Financial Counsellors, Inc., to review and set aside the opinion and findings of the Com
mission dated Apr. 22, 1961, and the order suspending the broker-deaier registration of petitioner. 
Pending. 

Order Sept. 18, 1962, revoking the broker-dealer registration of B. Fennekohl & Co. and Fennekohl & 
Co., Incorp. and finding petitioner cause of such revocation. Petition for stay pending appeal granted 
Jan. 15, 1963. Order entered June 10, 1964, dismissing the petition for review. Closed. 

Petition to review Commission order Oct. 29, 1962, revoking the broker-deaier registration of Reilly 
HolIman & Co., Inc., and naming petitioner as cause of such revocation. Petition dismissed by CA-2 
Mar. 16, 1964. Closed. 

Petition for review of Commission order dated July 9, 1962, revoking broker-dealer registration and ex
pelling from membership in NASD and finding petitIOner a cause thereof. Order entered affirming 
the order of Juiy 9, 1962. Petition for writ of certiorari filed Feb. 17, 1964, and denied. Closed. 

Petition filed by Russell L. Irish dba Russell L. Irish Investments for review of the order entered Dec. 12, 
1963, which denied petitioner's motions for permanent stay or dlsmisRai of proceedings and overruled 
the hearing examiner's denial to reconvene the broker-deaier proceedings. Petitioner's motion for 
stay denied Feb. 11, 1964. Order entered May 4, 1964, dismissing the petition for review. Closed. 



Llle, Trennis K ___________________ do _________________ Sept. 10.1962 

Ph!lIIps, Randolph _______ , __ 2d.ClrcuiL_'_c ________ Feb. 25,1963 

P~~{I: I. 'Vln~nt. ___ :_~~ __ . __ ~_~_do __ : ~____________ May 3,1961 

" 

Prudential Insurance Co. of 3d Clrcult_____________ Mar. 15,1963 
America, The. 

Rotter, B!lrnar,d---:-~-------- CADC _____ ~_,----·---- Feb. 26,1963 

Stanford Corp., The ______________ do ________________ Oct. 12,1963 

Warren, Claude V ___________ "_,_._do~ ___ , ___________ JU,ne IO,~963 

wldiJi~ye;, Don F _______________ ·_~d~' ____ ::~:_':~ _____ ·Oct. 14,1963 

Petition for review of Commission order dated July 9, 1962, revoking broker-dealer registration and ex
pelling from membership in NASD and finding petitioner a cause thereof. Order entered· by CA-9 
dismissing the petition for review Nov. 20, 1963. Closed. , ', 

Petition to review order Dec. 27, 1962, dismissing an applicatIOn In the Matter of Investors ,\futual, Inc. 
Petition dismissed by CA-2 Mar. 16, 1964. Closed. 

Petition to review orders of the Commission of Mar. 8, and Mar. 31,1961, instituting proceedings to de
termine whether to deny broker-dealer registration and postponing the effective date of registration 
until a final determination on the question of denial. Response of the CommIssion to petitioner's 
motion to stay the Commission orders filed June I, 1961. Memorandum of petitioner In support of 
motion for stay filed, June 3, 1961, and deuied. Pending. 

Petition for review of order dated Jan. 22, 1963, denying certain exemptIOns under Sec. 6(c) of 1940 Act. 
Opinion rendered Jan. 20,1964,affirming the order. Petition for writ of certiorari denied June 1,1964. 
Closed. 

Petition for review of Commission order Dec. 28, 1962, revokmg the broker-dealer registration of Banner 
Securities and naming petitioner as cause of such revocation. ApplicatIOn for stay pending appeal 
denied by CADC. Order entered Dec. 17, 1963, dismissing petition for review. Closed. . 

Petition flled,by The Stanford Corporation and George W. Stanford, for revIew of an order of the Com
mission entered Aug 16, 1983, revoking the registration of the corporate petitioner as a broker-dealer and 
holding the indIvidual petitioner as a cause of such revocation. Order entered Dec. 18,1963, dismissing 
the above-entitled action.. Closed. 

Petition filed by Claude V. Warren for review of a Commission order suspending Sutro Bros. and Co., -
from the NASD for 15 days. Order entered Aug. I, 1963, dismissing the petition. Closed. ,,. 

Petition filed by Don F. Widmayer for review of a Commission order Aug. 16, 1963, suspending the effect· 
, tiveness,of the registration statement of Adva.nced Research Associates, Inc., permanently suspending 

exemption under RegulatIOn A of Polytronic Research, Inc., and revoking broker-dealer registrations 
of The First Washington Corp., and Williams, Widmayer, Inc. Pending. 



TABLE 22.-MisceUaneoU8 actions invoZving the Commission or employees ot the Commis8ion during the fi8cal year ended June 80, 1964' 

Plaintiff Court Initiating 
papers filed 

Holman & Co., Inc., R. A.... CADC •.•. _ ...•....... Jan. 2,1964 

Do._ .•....•.•............ {Dlstrlc,t of Columbia .. }June 13,1962 
CADC ...• _ .......... . 

Holmes, John V •••••••••••••• Western District of 
North Carolina. 

May 24,1963 

Do .••...•...•...•.•.•.•.. Northern District of Dec. 13,1963 
Georgia. 

Do ..........•......••......... do .....•.•......... May 11,1964 

Holmes, John V. and Hy· Western District of 
dramotive Mfg. Corp. North Carolina. 

Apr. 2,1963 

Status of case 

Petition for writs of mandamus and prohihitlon, memorandum In support. and motion for stay of adminls· 
trative proceeding, filed. Order entered Jan. 28, 1964, denying the petitIOn. Closed. 

Complaint filed June 13, 1962, seeking to enjoin the COIllmission Crom continUIng administrative proceed· 
mgs entitled, In the Matter oC R. A. llolman &: Co .. Inc. Pearson Corp. Orrier entered July 6, 1962, 
granting plaintilf's motion for preliminary injunction. Notice of appeal filed July 10, 1962. District 
Court order reversed by court oC appeals June 13, 1963. Appellee's motIOn for rehearing denied Aug. I, 
1963. Petition Cor writ oC certiorari flied Sept. 27, 1963, and denied. District Conrt denied plainWY's 
seeond motion Cor preliminary injunction Oil Dec. 27, !DUa, and deme,l its motion Cor summary judgment 
on Jan. 30, 1964. PlaintilI's appeal from hoth orders is pending Order entered Apr. 14, 1964, granting 
motion to consolidate III appeals Nos 1888-62 and 18,444 with No 18,295. Pendmg. 

Complaint med by John V. Holmes seeking an order oC mjunctlOn against interference with plaintifTs' 
husiness and contracts. and disclosnre oC certain alleged confidential layouts, pians and designs. Plain· 
tifTs seck damages of $22,750,000 against the United States. Order entered Apr. I, 1964, denying plain· 
tiff's motion for summary judgment and granting summp.ry judgment for the CommiSSIOn. Appeal 
filed June I, 1964. Crom the order entered Apr. 2, 1961. Pending. 

Complaint filed Cor declaratory jungment and damages Dec. 13, WG3, by John V. ITolmes and Durward E. 
Willis. Order entered June 30, 1964. grantmg deCendants' motion for summary judgment. Closed. 

Application for mandatory injunction or order demanding that the Commission make the registratton 
statement available to the public as required by Sec. 6(d) DC 1933 Act. Pending. 

Complaint filed seeking an order enjoining the defendants Crom circulating harmCul untruths and for 
damages m total alllount oC $520.000. i\lotlOns to disllllss or in the alternative for summary judgment 
filed. Order entered Nov. 15, 1963, denying plaintifT's motion for summary judgment and granting 
summary judgment Cor Commissions defendant. Appeal filed Mar. 16, 1964, from the order entered 
Nov. 15, 1963. Pending. 



Imperial Fund, Inc __________ MinnesotB _____________ l\!ay 7,1963 

Lind, Sandra Jenny __________ {Southern District of } 
New York. Nov. 4,1963 CA-2 _________________ _ 

Osborne and Sons, V. K _____ Southern District of Oct. 25,1963 
California. 

Parrott Forrest and Parrott Colorado ______________ Mar. 4,1964 
Donald. 

Willis, Durward E___________ Western District of 
Oklahoma. 

May 20,1964 

Wolf Corporation, The _______ CADC ________________ Oct. 20,1962 
{

District of Columbia __ } 
USSC ________________ _ 

Wright, Edward D __________ Southern District of 
New York. 

Jillle 8,1964 

Complaint for a mandatory in]Lllletion seeking an oruer requiring thc defendunts to Lleclare e!fective post 
c!fective amendments to the regLstration statement of plnintL1I, Impenal Fund [nc_ under the 1933 Act. 
Stipulation dlSll1is~1l1g the actIOn Aug. 20, 1963. Closed. 

Order to show causc ~ov. 12, 1963, why the aforesmd subpoena duces tecum servcd upon plainti!f should 
not be declared VOl I and quashed. Ordcr entered Jan. 2, 1961, denying plumti!fs' applicatIOn. NotlCe 
of appeal filed by petitioner Jan. 2a, 1964. Stipulation med Feb. 26, H)64, dismissing the appeal. Closed. 

Complaint hIed seekmg an or<il'r enjaining t,he defendants from CIrculatIng false statements and for dam
ages in total amount of $:15:),000. Order (InterC'u DBC. 17, J9{)3, dlslHissmg complaint wIth 60 days leave 
to amend. FIrst amended eompl:1int fl\('d Feb. 3, 1964. Defendants on Apr. 17, 1964, filed motions to 
dIsmiss und for summary judgment. IJellding. 

Complaint filed sceking to cnjom tho Cnmllllssioll from c,ntinuing its hroker-dealer revocation proceeding 
agams! W. Allen Raleigh, dba Raleigh SecuritIe, Co., or to havc the COlllmiosion caneel Ralmgh's reg"'
tratioll, and to refrain the COflunisslOll from enforcing any subpoenas lhrectin~ the plamtlifs to testIfy 
in Washington. Amended cOll1plamt filed. Rrcond amendNi compl3.1nt filed ~1ay 20,1964. Pending. 

Application for mandatory InJunctIon or order demanding that the COIllllllSsioTl rnakc tho regIstratIOn 
statement avaIlable to the pubhc U$ required by Sec. 6(d) of 1933 Act. Pending. 

Complaillt flied seokL'lg a final judgment permanently elljoining the Commission from further continuing 
and prosecutiul! the stop order proceedings now pendmg. 
Order ellteretl Oct. 24, 1U63, dcnYlllg mot,101l for prelll111nary mjullction. _\ppeal from said order HIed 
Oct. 24. 1962. Dcci,ion rendered by CADC aflirmlng the dIStrict court's ordor. ActiOn dismissed by 
stipulatIOn .Tune 3, 1964. Closed. 

App\!cation filed hy petitioner to show cau,e June 113, 1964, why an order should not be mado setting aside 
the purported service upon petItIOner of three suhpoenas addressed to said petItioner. Pending_ 



TABLE 23.-0aaea in which the Oommissi<ln participated as intervenor or as amicus curiae pending during the fiscal year ended 
June 30, 1964 

Name 01 case 
U.S. District Court, 
Court 01 Appeals. or Date 01 entry 
U.S. Supreme Court 

American Trailer Rentals {Colorado ______________ }Mar 22.1963 
Co., In reo CA-IO. ' . 

Bellanca Corp. V. Sydney L. 
Albert, et al. 

Blau, . 'Isadore;,J v. . Davis 
Factor, et a!. 

Blau, Isadore v. Edward 
NLamb,'et'sl. '; ;, 

Borak, Carl H. v. 1. I. Case 
J ·Co:o· : .-. ". 

Brown, Frank, v. Union 
l . Pacific 'Railroad ;Co., et al. 

Northern District of 
Ohio. 

( . 
9th,ClrcuIL __________ 

2d Clrcuit _____________ 

7th ClrcuIL __________ 

Northern ,District 01 
Illinois.: -

Feb. 21,1961 

June 12,1964 

Jan. 11,1963 

Jan. 4.1963 

I Aug. 16,1963 

Nature and status 01 case 

Petition for leave to intervene In proceedings lor an arrangement under Chapter XI 01 the Bankruptcy 
Act to show violations of Sec. 17(a) 01 the 1933 Act, filed. Referee in Bankruptcy entered order denying 
intervention 01 Commission. District court granted intervention but denied thc relief sought. Appeal 
filed by Commission Aug. 29, 1963, Irom the order of the district court dated Aug. 20, 1963. CA-IO 
affirmed the order of the district court on Dec. 9, 1963. Closed. 

Action under Sees. 20(c) and lO(b) 01 the 1934 Act and Rule IOb-5 thereunder allcging that the plaintiff 
was fraudulently induced by Aibert to transfer its stock or other assets in connection with transactions 
whercby Bcllanca acquired assets of other companies and that Aibert hindered the filing 01 reports 
required by the Act. The defendant-directors 01 Bellanca aided and abetted the fraud on the corpora
tion by authorizing, acquiescing in or ratilying Albert's actions in connection with these transactions. 
Commission's memorandum Mar. 6, 1961, as amicus curia~ in opposition to motion to dismiss the com
plaint served. Pending. 

This is an action in which the Commission appears as amicus curiae In order to urge that the Commission's 
Rule 16b-9 under the 1934 Act be sustained by the court as a valid exercise of the Commission's rule

. making authority under the Act. Brief of Commission filed June 12, 1964. Pending. 
This Is an action under Sec. 16(b) of the 1934 Act seeking recovery 01 "short swing" profits. Brief of 

Commission amicus curiae filed in support of a reversal of judgment of the district court .. Opinion 
rendered reversing the decision of district court, Mar. 8, 1963. Petition lor writ of certiorari filed May 
13, 1963. Pending. 

The above action was brought by a stockholder of J. I. Case Co., alleging that the merger between said 
company and American Tractor Corp., followed false and misleading proxy solicitation in violation 
of Sec. 14(1') of 1934 Act, and that the market price of American Tractor stock at the time of the merger 
was artifiCially high as a result of a series of manipulative practices in vioiation of Sec. lO(b). Brief of 
Commission amicus curiae fiied Jan. 4, 1963. Opinion rendered reversing order dismissing plaintiff's 
third amended complaint and remanding case to lower court. Petition for writ of certiorari granted. 
Brief of Commission amicus curiae filed. USSC affirmed dccision of CA-7 June 8, 1964. Closed. 

This action arises Irom a recent advertisement of Union Pacific Railroad Co. relating to the proposed 
merger 01 UnIOn Pacific with the Chicago Rock Island and PacifiC Railroad Co. alleging violation of 
Sec. 14(8) of 1934 Act and rule thereunder. Order entered Aug. 16, 1963, granting Commission leave to 
participate. Orders entered Aug. 26 and Sept. 16, 1963, dismiSSing the action. Appeal filed Sept. 19, 
1963. Opinion rendered Feb. 10, 1964, affirming the order of the district court. Closed. 



Gilson, Jerome L., et aI., v. 2d Clrcult ___________ :_ . Sept. 5,1963 
Chock' Full O'Nuts Corp. 

Gluck, Maxwell H., v. Shear-' Southern District of 
son, Hammill & Co.' . Call1ornla. 

June 25,1963 

Kornfeld, Harold; et aI., v. {Southern District Of} -
Thomas J. Eaton and Nor-_ New York Dec 8 1962 
wlch Ph~rml\cal Co., The. CA-2__________________ "_ 

Levitt, S.-Harold, v. Edward' 1st Clrcuit. ___________ Mar. 17,1964 
C. Johnson. - -

Miller, Irving, v. - General 2d Clrcul1.. ____ -_______ May 8,1964 
Outdoor Advertising Co. 

Samlnsky, Hyman, lit aI'
l 

v. 
Charles'C. Abbott~ et a . 

Court of Chancery of Mar. 30,1962 
the State of Dela-
ware. 

Sllvei,:Harold J:, et--al., V.-- {2d Circult. ____________ }Nov 201961 
New Y,?rk Stock Exchange. u:SSC _________________ • , . 

Willhelm, Else," et aI., v: 2d Clrcult.: ___________ A~r. 20,1962 
John D. Murchison, et al. . 

This is an action under Sec. 16(b) of the 1934 Act which Involves the issuc of whether a district court erred 
In dismissing the suit of a stockholder and his attorney for attorney's fees where after the attorney's 
Investigation and written demand, the defendant corporation had sued for and recovered short-swing 
trading prOfits. Brief of Commission, amicus curiae, filed In support of a reversal of judgment of the 
district court. Opinion rendered reversing the judgment of dismissal and remanding the case for further 
proceedings. Pending. 

This Is an action in which thc Commission appears as amicus curiae in support of the complaint filed by 
plaintiff seeking to secure a precedent to investors in construing and enforcing Sec, 10(b). Motion by 
Commission for leave to participate as amicus curiae filed June 25,1963. The action is still pending. 

An action based upon alleged violations of Sec. 16(b) of the 1934 Act in which recovery Is sought of profits 
realized by an "insider" through "short swing" transactions In securities. Memorandum of Commis
sion amicus curiae served Dec. 8, 1962. Opinion rendered granting defendants' motion for summary 
judgment. Appeal flied May 22, 1963. Order entered July 8,1963, granting motion of Commission to 
partiCipate, Brief of Commission flied in support of decision of the district court. Order entered af
firming decision of district court. Closed. 

Appeal from district court order dismissing complaint alleging a cause of action based on a Federal statute, 
and complying fully with Rule 23(b) because state requirement of prior demand upon shareholders 
was not In compliance. Brief of Commission, amicus curiae, filed Mar. 17, 1964. Pending. 

This is an action under Sec. 16(b) of the 1934 Act in which a minority shareholder seeks to recover short
swing prOfits realized by the defendants through the use of options. Brief of Commission, amicus 
curiae, flied May 8, 1964. Pending. 

Action in which Chancellor Seltz decided that the Keystone Funds' principal underwriting contract was 
void under Sec. 47(b) of the Investment Company Act of 1940, because It had extended over a longer 
period than is permitted under Sec. 15(h) of that Act. Motion filed by Commission for amicus curiae 
participation on Mar. 30, 1962. Order Apr. 24, 1962, appointing Commission an amicus curiae. Case 
settled. Closed. 

Action in which the Commission appears as amicus curiae to insure the right and duty of registered stock 
exchanges to discipline their members for violations of the Securities Exchange Act of 1934. Memoran
dum of the Commission amicus curiae flied Dec. 24, 1961. Opinion of CA-2 reversing judgment of 
district court granting plaintiff's motion for summary judgment Apr. 4, 1962. PetItion for writ of 
certiorari filed May 31,1962, from tbe order of Apr. 4, 1962. Memorandum of tbe United States amicus 
curiae in support of the petition for a writ of certiorari filed Nov. 1962. Writ of certiorari granted Oct. 8, 
1962. Brief for the United States amicus curiae filed Jan. 14, 1963. Opinion of Supreme Court reversing 
judgment of court of appeals and remanding cause May 20, 1963. Closed. 

This action Is one brought by tbe plaintiffs derivative and representatively as stockbolders of Investors 
Mutual, Inc" a registered investment company, to enjoin the performance of the Investment advisory 
and underwriting distribution contracts heretofore entered into between the defendants, Investors 
Diversified Services, Inc., and Investors Mutual, Inc. Motion of Commission for leave to participate 
amicus curiae filed Apr. 20, 1962. Brief filed May 2,1962. Decision by CA-2 affirming the order of the 
dIstrict court. Petition for rebearing filed June 1, 1962, and denied June 7, 1962. Motion for recall of 
mandate and for resettlement of judgment denied Jan. 14, 1964, Order entered grantlng,motion for 
summary judgment dismissing the complaint Iune 22, 1964. Closed. 
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TABLE 24.-Proceeding8 u1t.der the Bankruptcy Act pending during the fi8caZ year 
ended June 30, 196J,;in which' the Commis8ion partiCipated when district court 
order8 were challenged in ap1!.,e~late co~rt8 ' . 

Name of cflse and U:S. Court of 
A?peal~ 

American Guaranty Corp,. debtor; 
In re Securi~es and, Exchange 
Commission, appellants, Harry 
II, Burton, reCeiver et aL, appel
lees (1st Circuit). 

American Trailer Rentals Co" 
debtor; In re Securities and Ex
change Commission, appellants 
(10th Circuit) ~ ._"-

Automatic Wa~her -Co., dehtor; 
Securities and Exchange Commis
sion, appellee. (~th Cirelllt) 

Crumpton Blliiders,. Inc., dcbtor: 
In ro Securities_and Exchange 
Commission,' appell!mts (5th 
Circuit), . 

Fleetwood Motel Corp., debtor; 
In re Securities and' 'Exc]lange 
Commission, appellants (3d Clf-
cuit).' '. 

GFE Industri'es, Inc., debtor; 
Lester M, Enttn and' Joseph 
Waters. dba Lester M, Entin' 
As;ociates, appellants v. John C. 
Stevens, trustee and Securities 
and Exchange Commission. (8th 
Circuit) . 

Hudson & Manhattan Railroad 
Co. In ro debtor.. (2d Circuit) 

Hughes Homes, Ino, et aI., debtors; 
John N. Newland, trngtep, Se· 
curities and Exchanee Commis
sion, appellees (9th CIrcuit). 

Hydrocarbon Chemicals. Inc. In 
re debtor; Securities and Exchange 
Commission, appellees. (3d Cir-
cuit) , 

Klsh Industrles,-Inc, In re debtor: 
Securities and .r;xchange Coml1"i,
sion, appellee (2d Circuit, 6th 
Circuit), 

Muskegon Motor Specialties Co., 
debtor; International Union 
United Automobile, Aircraft and 
Agricultural Implement Workers 
of America, AFL-CIO, and its 
local 1272, Voluntary Unincor
porated Associations, appellants 
(6th Circuit)., 

Shawano Development Corp., 
debtor; Securities and Exchange 
Commission, 'appellee, support
Ing appellants (10th Circuit). 

TMT Trailer Ferry, Inc., debtor; 
The Protective Committee ·for 
Independent, Stockholders -- of 
TMT Traller'Ferry, ·Inc., IIPpel
lant v. C. Gordon Anderson as 
trustee, appellee (5th Circuit): 

Nature and status of case 

Notice of appeal filed by Commission from tpe order of Sept. I I, 1963, 
. denying the motion of Commission to dismiss the debtor's petition 

for relief under Chapter XI of the Bankruptcy Act. Order entered 
, June 8, 1064, granttng motion for authority to seck distributlOn. 

Pending. .. . 
'Notlce of appeal filed by Commission from the order entered IIIay 

20. )9C,3. denying the motion of Commission to dismiss the debtor's 
petition for relief under Chapter XI of the Bankruptcy Act on the 
ground that any. proceeding for the rehabilitation of the debtor 

- . wIder the Banh'Tuptcy Act should have been brought'tmder Chap-
- te .... ·X of that Act. CA-IO affirmed the order of district court deny-

Ing Commission's motion to dismiss proceedings, Petition, for 
writ of certiorari filed Feb. 12, 1964, and granted Mar. 23. 1964. 
Pending. - .", ' ... ' 

Notices of appeal flied by Olson Brothers. Inc., and Bankers Life and 
Oasualty Co from.the order entered Feb. 17, 1964, directing that 
Bellanca Bankers "shall not share in any of t.he assets of the debtor 
upon liquidation of said assets until all other shareholders have 
received in redemption of their stock" sum equivalent to $1.50 per 
share." Pending. . 

'Notice of appeaHiled by Commission from that portion of the order 
'entered May 14, 1963, denying the motion of Commissiou to dismiss 
,the proceedings wlder Chapter XI of the Bankruptcy Act. 
Pending. : " '. 

Notice of appeal filed by Joseph F. Bradway from the order on Land
lord's PetItion and Trustee's COlmter Petition for Review entered 
July 26, 1963, which order affirms orders of the Referee m Bank
ruptcy dated May 14, and Nov. 21; 1962. CommlsslOn filed brief 
Jan. 31, 1964 .. Pending. . 

Notice of appeal filed by Lester M. Enttn and Joseph Waters dba 
Lester M. Enttn Associates, from the "Order Authorizing Sale" 
entered Mar. I, 1963, and from the "Recommended Order AuthOrIZ
Ing Sale of Private Brands and Order Granting Stay" filpc\ Dec. 
17, 1962 and from tho "Order Authorlztng Sale of Private Brands 
Division of Debtor entered Mar. 4, 1963. Opluion rendered affirm
ing the orders entered Mar. I and Mar. 4, 1963. Closed. 

This n.ppealls filed from the order of the district court, dateu Jan. 17, 
'1964, granttng and' denytng final allowances of compensations. 
Pending.. . 

Notice of appeal filed by Anaconda Building Materials Co., the 
M & L Supply Co., and the Billings Sash & Door Co. from an 
order entered Dec. 9, 1963, clflSSifying creditors of TIughes Hoines, 
In'c. and Its wholly owned subsidiaries. An appeal was also taken 
from Findtngs of Fact and Conclusions of law entered Sept. 6. 1963, 
pursuant to which ·the classification order was entered pending. 
Consolidated with Olvll Action·No, 19027. Pending. ~ 

Appeals filed by debtors and the Creditors Committee from an order 
of the district court granting Commission's motion made under 
Sec. 328 of the Bankruptcy Act to dismiss a Chapter XI proceeding. 
Order entered Mar. 13, 1964, dismisstng the appeals. Closed.· 

These appeals arise out of the orders entered May 13,15, and 21,1964, 
transferring the proceeding from the USDC, SDNY, appotnttng a 
trustee, and setttng various administrative procedures tn motion. 
Appeal dismissed In CA-6. Appeal still pendtng tn CA-2. 

ThIS action arises out of a question whether or not the district court 
has discretion to refuse to compel the trustee of a corporation In 
reorganization under Chapter X of the Bankruptcy Act to submit 
to arbitration a claim for vacation pay arising out of a previously 
expired collective bargaining agreement with a defunct subdivision 
of the dehtor corporation. Petition for writ of certiorari filed 
May 27; 1963. Pending. 

'Appeal filed' from -an order .entered In Chapter X proceedings in
volving Shawano Development Oorp,. which order adjudicated 
the debtor _a bankrupt ~d appointed a receiver. Pending::, _. 

AppealtUed'July 11,'1962, by the Protective Committee for Independ
ent Stockholders of.TM'l' Trailer Ferry- Inc., from "Opinion and 
Order on V:aluation and Insolvency" of the Hon. Emett C. Choate. 
Appeal taken by Committee from the order_confirming the plan of 
r~organlzaflOu entered Feb. 14, 1963.· Order' entered·July 18, '1963, 
consolidating appeals ·Nos. '20563, 20400 . and '20659. Opinion 
rendered June 8, 1964, reversing and remanding 'the consolidated 
cases for further proceedings. °Petltion of Commission for rehearing 
flied June 25, 1964. : Pending.' . .. . 



THIRTIE'l'H ANNUAL REPORT 227 

TABLE 24.-Proceedings under the Bankruptcv Act pending dlwing the fiscal year 
cnded Junc 30, 1964, in which the Oommission participated when district court 
o'rders were challenged in appellate cOllrts-Continued 

Name of case and U.S. Court of 
Appeals 

Nature and status of case 

United Star Companies, Inc., et 
aI., debto!s'oppcllees; In rc 
Securities and Exchange Com· 
mission, appellants (5th Circuit). 

Notice of appeal filed by Commission from thut portion of the order 
entered on Mar. 22, 1963, denying the motion of the Commission to 
dismiss the proceedings nnder Chapter XI of the Bankruptcy Act. 
Pendmg. 

Walco Building Corp., debtor; 
lIortense Mayer Hirsch, et aI., 
appellants v. Nathan Yorke, 
trustee, et aI., appellees (7th 
CIrcuit). 

Appeai filed in No. 14125 from the order of the district court entered 
Feb. 8, 19u:i, enjoimng appellants from "proceeding or continuing 
in any manner" with thelf state action. Commission filed a 
memorandnm in support of the Illotion of certain bondholders to 
dismiss the appeal, May 27, 1963. Pending. 

TABLE 25.-A 31-yea/' summary of criminal cases developed by the Oommission-
fiscal years 1934--64 

[See table 26 for classification of defendants as broker·dealers, etc.] 

Number Number Number 
Number of persons of such of these 
of cases as to cases in Number defend-
referred WhOIll which of de- Number Number ants as to 
to De- prosecu- Indict- fendants of these of these whom 

Fiscal year partment tion was ments mdicted defend- defend- proceed-
of jnstice rCCOffi- were 111 such ants con- ants ac- ings weTC 
in each mcnded obtained cases 1 victed quitted dismissed 

year in each by U.S. on motion 
year attorneys of U.S. 

attorneys 
------------------------

1934- ________________ 7 36 3 32 17 0 15 1935 _________________ 29 177 14 149 84 5 60 1931L ________________ 43 379 34 368 164 46 158 1937 _________________ 42 128 30 144 i8 32 34 
1938 _________________ 40 113 33 134 75 13 46 19.19 _________________ 52 245 47 292 199 33 60 1940 _________________ 59 174 51 200 96 38 66 1941 _________________ 54 150 47 145 94 IS 36 1942 _________________ 50 144 46 194 108 23 63 1943 _________________ 31 91 28 108 62 10 33 1944 _________________ 27 69 24 79 48 6 25 1945 _________________ 19 4i 18 61 36 10 14 1946 _________________ 16 44 14 40 13 8 4 1947 _________________ 20 50 13 34 9 5 16 1948 _________________ 16 32 15 29 20 3 6 1949 _________________ 27 44 25 57 19 13 25 1950 _________________ 

18 28 15 27 21 1 5 1951 _________________ 29 42 24 48 37 5 6 1952 _________________ 14 26 13 24 17 4 3 1953 _________________ 
18 32 15 33 20 7 5 1954 _________________ 
19 44 19 52 29 10 6 1955 _________________ 8 12 8 13 7 0 6 1956 _________________ 17 43 16 44 28 5 11 1957 _________________ 26 132 18 80 35 5 10 1958 _________________ 
15 51 14 37 17 5 11 1959 _________________ 
45 217 39 234 116 20 19 1960 _________________ . 53 281 44 207 110 11 47 

1961 _________________ 42 240 42 276 127 22 11 1962 _________________ 
60 191 49 142 63 6 35 1963 _________________ 

• 48 168 36 95 24 5 7 1964 _________________ 
48 164 17 30 1 0 1 ----------------------------TotaL _________ 992 3,594 '811 3,408 1,774 366 '844 

Number 
of these 
defend-

ants as to 
whom 

cases are 
pending 

1 

o 
o 
o 
o 
o 
o 
o 
o 
o 
3 
o 
1 
5 
4 
o 
o 
o 
o 
o 
1 
7 

3 

o 
o 
o 
4 
9 
9 
6 

7 
3 

11 

5 
38 
9 

28 

042 4 

I The number of defendants In a case Is sometimes Increased by the Department of Justice over the number 
against whom prosecution was recommended by the Commission. Also more than one Indictment may 
result from a single reference. 

2 See table 13 for breakdown of pending cases . 
• Thirty of these references as to 116 proposed defendants were still being processed by the Department 

of Justice as of the close of the fiscal year, and also 18 of the prior year's references as to 103 proposed 
defendants. 

'Seven hundred and eighteen of these eases have been completed as to one or more defendants. Convic
tions have been obtained In 606 or 84 percent of such cases. Only 113, or 16 percent, of such cases have 
resulted In acquittals or dismissals as to all defendants. This Includes numerous cases In which Indict
ments were dismissed without trial because of the death of defendants of for other administrative reasons. 
See note 5, Infra. 

, Includes 79 defendants who died after Indictment. 
o Does not include five defendants convicted who are waiting on appeal. 
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TABLE 26.-A. 31-year summary classifying all defendohtts in criminal cases de
veloped by the Oommission-1934 to June 30, 1964 

Number as 
to whom Number as 

Number Number Number cases were to whom 
Indicted convicted acquitted dIsmissed cases are 

on motion 
of U.S. 

pending 

attorneys 

Registered broker-dealers I (Including prin-
cipals of such firms) _____________________ 538 315 43 127 53 

Employeesof such registered broker-dealers_ 
Persons m general securities business but 

275 122 19 62 72 

not as registered broker-dealers (includes 
principals and employees) _______________ 836 415 66 276 79 All others , ________________________________ 1,759 922 238 379 220 

TotaL ______________________________ 3,408 1,774 366 844 424 

I Includes persons registered at or prior to time of indictment. 
, The persons referred to in this column, while not engaged in a "eneral business in securities, were almost 

without exception prosecuted for violations of law invoiving secunties transactions. 

TABLE 27.-A. 31-year SlMnmary of all injunction ooses instituted by the Oom
mission-1934 to June 30, 1964, by calendar year 

Calendar Year 

1934 ___________________________________________ _ 
1935 ___________________________________________ _ 
1936 ___________________________________________ _ 
1937 __________________________________________ __ 
1938 ___________________________________________ _ 
1939 ___________________________________________ _ 
1940 ___________________________________________ _ 
1941 ___________________________________________ _ 
1942 ___________________________________________ _ 
1943 ___________________________________________ _ 
1944 ___________________________________________ _ 
1945 ___________________________________________ _ 
1946 ___________________________________________ _ 
1947 __________________________________________ __ 
1948 ___________________________________________ _ 
1949 ___________________________________________ _ 
1950 ___________________________________________ _ 
1951. __________________________________________ _ 
1952 ___________________________________________ _ 
1953 __________________________________________ __ 
1954 __________________________________________ __ 
1955 ___________________________________________ _ 
1956 ___________________________________________ _ 
1957 ___________________________________________ _ 
1958 ___________________________________________ _ 
1959 ___________________________________________ _ 
1960 ___________________________________________ _ 
1961. __________________________________________ _ 
1962 ___________________________________________ _ 
1963 ___________________________________________ _ 
1964 (to June 30) ______________________________ _ 

Total. __________________________________ _ 

Number of cases instituted 
by the Commission and 
the number of defend
ants involved. 

Cases Defendants 

7 24 
36 242 
42 116 
96 240 
70 152 
57 1M 
40 100 
40 112 
21 73 
19 81 
18 80 
21 74 
21 45 
20 40 
19 44 
25 59 
27 73 
22 67 
27 \03 
20 41 
22 59 
23 M 
53 122 
58 192 
71 408 
58 206 
99 270 
84 368 
99 403 
91 358 
43 165 

Number of cases in which 
injunctions were granted 
and the number of de
fendants enjoined.' 

Cases Defendants 

2 4 
17 56 
36 \08 
91 211 
73 153 
61 165 
42 99 
36 90 
20 54 
18 72 
14 35 
21 57 
15 34 
20 47 
15 26 
24 55 
26 71 
17 43 
18 50 
23 68 
22 62 
19 43 
42 89 • 32 93 
51 158 
71 179 
84 222 
85 272 
82 229 
98 363 
49 209 

1-------1,-------1--------1-------
1,349 4, 525 21,224 3,417 

I These columns show disposition of cases by year of disposition and do not necessarily refleet the disposi
tion of the cases shown as having been instituted in the same years . 

• Includes 26 cases which were counted twice in this column because injunctions against different defendants 
In the same cases were granted in different years. 
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TABLE 27.-A 81-year 8ummm'y of all injunction cases instituted by the Com
mi8sion---1984 to June 80, 1964, b1l calendar 1Iear-Continued 

SUMMARY 

Cases Defendants 

Actions instituted __________________________________________________________ _ 1,349 4.525 Injunctions obtained ___________________________________________________ _ 1,198 3,417 
36 289 

115 819 
Actions pending 1 ______________________________________________________ _ 

Other dispositions , _____ ~ _______________________________________________ _ 
1---------1---------TotaL ___________ c ___________________________________________________ _ 

1,349 4,525 

I Includes 43 defendants in 13 eases in which injunctions have been obtained as to 46 co-defendants. 
'Includes (a) actions dismissed (as to 718 defendants); (b) actions discontinued, abated, abandoned, 

stipulated or settled (as to 63 defendants); (c) actions in which judgment was denied (as to 34 defendants); 
(d) actions in which prosecution was stayed on stipulation to discontinue misconduct cbarged (as to 4 
defendants) . 
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