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FOREWORD

This is the fourteenth annual report to the Congress about the work
of the Securities and Exchange Commission. Of necessity it is only
a summary and a selection of the more significant Commission activ-
ities, The day-to-day work load is presented prlma,rlly through sta-
tistical tables and other condensed compilations. The Commission is
always ready to give any additional information that may be requested,

This report should be of particular help to members of the Congress
who have had no experience with the work of the Commission.  An
attempt has been made to outline the regulatory provisions of the
statutes administered by the Commission and to relnte each segment
of Commission activity to the specific authority under which it is
performed,

pd |
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COMMISSIONERS APPOINTED DURING FISCAL YEAR
Pavr R. Rowen

Mr. Rowen was botn in Brighton, Mass., October 7, 1899. He re-
ceived an A. B. degree from Georgetown University in 1921, at-
tended Harvard Law -School from 1021 to 1924, received an LL. B.
degree from Boston University Law School in 1925, and was admitted
to the Bar of Massachusetts in 1926. From 1926 to 1932 Mr. Rowen
was engaged in the general practice of law in Boston. From 1932
to 1936 he served successively as assistant district attorney in Boston,
as assistant counsel, regional litigation attorney, N. R. A., in Wash-
ington, D. C., and as legal consultant, Federal Coordinator of Trans-
portation, in Washington, D. C. In 1936 Mr. Rowen became a mem-
ber of the staff of the Commission at its office in Washington, D. (.,
and served as an attorney on the staff until 1939. Thereafter, M.
Rowen was appointed regional administrator of the Commission’s
Boston regional office and served in that capacity for over 6 years. On
May 27, 1948, he was appointed to the Securities and Exchange Com-
mission for u term of office ending June 5, 1950.
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PART I

" ADMINISTRATION OF THE-SECURITIES ACT OF 1933

The Securities Act of 1933 is designed to prevent fraud in the sale
of securities. It affords to investors the protection of full and fair
disclosure of iriformation about the security offered for sale and, at
the same time, prohibits the employment of certain practices in con-
nection with the sale of securities as fraudulent. The act provides
for the registration of securities and for the use of a prospectus in
their sale, both designed to provide the investor with sufficient facts
about the security to enable him to make an informed judgment of
the merits of the investment before he buys the security offered to
him, In addition, the act defines and prohibits certain practices to
pPrevent active fraud, misrepresentation, and deceit in the sale of
securities. The Commission is charged with the enforcement of these
provisions as to the adequate disclosure of information and the pre-
vention of active fraud, but it does not pass upon the merits of se-
curities registered with it under the act. The fact that a registration
statement has been filed under the act, or that it has been ex'nmned by
the Commission’s staff, or that the 1eglstr'1t10n statement is in effect
does not imply any approv'ﬂ or disapproval by the Commission of
the security as an investment. - The act does not aim at the elimination
of risk in investment, but only at the disclosure of sutlicient informa-
tion to enable the investor to measure the risk invelved.

THE REGISTRATION PROCESS

The Registration Statement and Prospectus

A security may be registered with the Commission by filing a reg-
istr. atlon statement with the Commission, and it is one of the Com-
mission’s most important functions under the act to examine these
statements to insure their compliance with the statutory requirements
as to the contents of a registration statement. An integral part of
each statement is the proeppetus consisting of pertinent mfmmdilon
about the security to be sold. Unless a lerrlstlatmn statement is in
cffect as to a security, the act makes it unlawfal to sell or offer to buy
the security through the maiis or in interstate commerce, and it 1s
also made unlawful thereby to sell or deliver any security unless ac-
¢ 1ompamed or pleceded by & prospectus meeting the 1equllements of
the act

The prospectus brings the pertinent information abont the security
directly to the attention of the investor, but it should be pointed out
that the filing of any. registration statement, which is immediately
made public by the Commission pursuant to the statute, instantly
gives rise to widespread publicity released by ﬁlmnclal news services,
financial writers, and new spapers generally.

Effective Date of Registration Statement

‘In order to permit widespread publicity among nwe-;torq of the
information contained in a remstmmon statement, the act provides

1



2 SECURITIES AND EXCHANGE COMMISSION

for a 20-day waiting period after the filing of the registration state-
ment before the registration statement becomes effective and-the
security may be offered for sale. If the registration statement is
amended after it is filed but before it has become effective, the 20-day
waiting period starts anew from the time of the amendment, unless
the amendment is filed with the consent of or by order of the
Commission. - o : .

The Commission is empowered at its discretion to accelerate the
effective date of a registration statement, in cases where the facts
justify such acceleration, so that a full 20-day period need not expire
before the securities may be offered for sale. The act directs that,
in the exercise of this power, the Commission must give due regard
to the adequacy of the information about the security already avail-
able to the publie, to the complexity of the particular financing, and
to the public interest and the protection of investors. - :

Examination of Registration Statements

An important step in the registration process is examination of
registration statements to insure their compliance with the require-
ments of the act. In view of the fact that a registration statement
may become effective on the twentieth day after filing, this examination
must be completed with a maximum speed consistent with thorough-
ness and a full consideration of all the facts. Neither the Commission,
the issuer, nor the underwriter desires a statement to become effective
unless it complies with the act. It is often the case that the staff will
ascertain that deficiencies exist in the registration statement, or the
issuer or underwriter may wish to amend the statement or delay its
effectiveness for business reasons. In such cases, if there is a danger
that the registration statement may become effective in defective form
or prematurely for the purposes of the issuer or underwriter, it is
customary for the issuer to file a minor amendment to the registration
statement, thereby starting the 20-day period running anew. .

In order to speed the registration process, and at the same time to
make available to the registrant the assistance of the Commission’s
staff of experts, the Commission has continved to make widespread
use of the procedures of its prefiling conference and “letter of com-
ment.” The prefiling conference enables the registrant to discuss with
the staff, prior to the filing of the registration statement, any special
or novel problems involved in the particular registration statement.
'The letter of comment is an informal device by which the registrant
is informed of any deficiencies found upon examination to exist in
the registration statement as filed. The registrant can thereupon
make the necessary amendments and thereby prevent the registration
statement from becoming effective in deficient form.

Time Required for Registration

‘The Commission seeks to accomplish completion of the registration
process, from the time the registration statement is filed to the time
when it becomes effective, within the 20-day waiting period provided
by the act. With the cooperation of persons in the securities industry
it constantly studies ways to shorten the process, and a great deal has -
heen accomplished in this direction during the 1948 fiscal year. Dur-
ing the 1947 fiscal year the average median elapsed time was 3014
days. Inthe 1948 fiscal year it was 2414 days.
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More significant than the average for the year are the averages for
each month during the 1948 fiscal year. In 1 month the elapsed median
time was only 21 days. In 4 months it was only 22 days, in 1 month
23 days and 1n 2 months 24 days. In the other 4 months the median
time was 235, 27, 30, and 32, respectively. It is to be noted that in
no month did the median time from the date of filing to the-date
when the Commission provided the registrant with a letter of comment
exceed 12 days, which was the case in only 1 month. In the other
months, this median time was only 9 days in 2 months, 10 days in
" months, and 11 days in 2 months. It may be pointed out that in
the 2 months when the total median elapsed time was 30 and 32 days,
respectively, the letter of comment was provided in the median time
of 11 and 12 days, respectively. In the same months, the median
elapsed time from the date of the letter of comment to receipt of
the first amendment to the registration statement was 12 and 10 days,
Tespectively, substantially above the average for the whole year,
which was 8.4 days.

In evaluating this data, and in comparing it with the goal of 20
days total elapsed time, it must be borne in mind that a single regis-
tration statement may substantially affect the figures for the whole
month, Thus, as has been indjcated, the issuer or underwriter may
seek to delay effectiveness for business reasons, perhaps to await a
better market. It is also the case that some registration statements
require more amendment than others, or amendment of a more complex
nature, so that the total elapsed time is increased. These are the two
major reasons for a total elapsed time of more than 20 days, and inas-
much as these situations occur invariably in one or more cases in each
month, the median figures must be interpreted accordingly. In the
1948 fiscal year 1,778 amendments were filed prior to the time when
the registration statements became effective. Of these 980 were filed
intentionally to delay effectiveness and 798 were filed in order to make
material changes in the registration statement.

The Commission will continue to study its processes with the aim
of further reductions in the total elapsed time for registration, and
it has every indication that this may be accomplished. The figures as
to the time required for registration in the 1948 fiscal year are pre-
sented in the following table: ’

Time elapsed in registration process—1948 fiscal year
1647 1848
July | Aug. |Sept. | Oct. | Nov.| Dee.| Jan. | Feb. | Mar, | Apr. | May | June

Taotal repistration state
ments offective during
month (number)....__ Lo 44 15 39 44 50 43 20 25 43 37 38 a9

Elapsed time {rmedian .
number of days):

From date of filing
rogistration  state-
ment to first Ietter of
comment_.____._.____ 10 12 10 g 10 11 11 9 10 10 10 10

From date of letter of
comment  to  flrst
amendment by reg. ,
Istrant_.__ ... .. __ 7 10 8 7 7 12 7 14 7 8 7 7

From date of frst .
amendment to the
offective date of reg-
istration. ... ____.__ i} 10 6 i 5 7 4 4 5 7 7 &

Total median

e¢lapsed time . .
{(days).. ... 23 32 24 21 22 30 22 27 22 25 A 22

813892—49——2
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THE VOLUME OF SECURITIES REGISTERED

Yolume of All Securities Registered in Fiscal Year

1548 1947
Total registered_.__ . _.__ _ - §6, 404, 633, 000 $86, 732, 447, 000
The amount of securities effectively registered during the 1948 fiscal
year was 5 percent less than the amount, reglste1ed in the 1947 fiseal
year and 9 percent less than the peak of $7,073,280,000 estabhshed in
the 1946 fiscal year.
The volume registered in the 1948 fiscal year was. distributed over
4351 registration statements covering 559 It-suos, as compared with
493 statelnents covering 686 lssues for the 1947 fiscal year.

Valume of Securities Registered for Cash Sale

A, ALL BECURITIES

1048 1347
Registered
for cash
sale for me-
counts of
issuers —__ §5, 032, 199, 000 $4, 874, 141, 300
Registered
for cash
sule for ac-
counts  of
others than )
igsuers . 208, 102, 000 397, 029, 000
Total registered for - .
cash sale—__________- $3, 241, 301, 000. $56, 271, 170, 000
Total rvegistered for el .
other than cash sale.  1,163.332,000 1, 461, 277, 0G0

‘Total of all registered . o
securities _________ $6, 404 633, 000 $6, 732, 44"( 000

. By BTOCKS AND B()I\I}‘: RECINTERED FOR (;AQII SALE FOR H[P ACOOUNTS
OF ISSTUERS

1948 i 1947

Enuify rsecn-
rities ofher
than pre-
fereed stock $1, 678, 127, 000 §1, 150, 330, 0G0

Freferred
stock - D36, 942, 000 786, 866, 000

Total all stock_______ $2, 215, 069, 000 $1, 937, 196, 000
All bonds_ 2, 817, 130, 000 2, 938, 945, 000

Total _______________ 53, 032, 109, 000 . $4, 874, 1-11 000

The volume of securities registered for cash sale for the accounts of
the issuers in the 1948 fiscul year was greater than that for the prior
year. A small decrease in thc volume of bonds was more than com-
pensated for by an increase in the volume of stocks which brought the
volume of stocks to within 5 percent of the highest volume of stocks

' This ﬁ"um differs from thr 440 shown in the table on . 8 due to difference in the
clagsification as to the time of effectiveness of registration statements, See foetnote 2 to
appendix table 1 for details. )
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registered for cash sale for the accounts of issuers in the 1946 fiscal year.

rom September 1934 through June 1947, new money purposes rep-
resented 26 percent of the net proceeds expected from the sale of
issues registered for the accounts of the issuers. In the 1948 fiscal
Year, new money purposes were 81 percent of the expected net proceeds
for the year—large enough to raise the 14-year average over seven
peoints to 33 percent.?

C. ALL SFECURITIES REGISTEKED TOR CASH SALE FOR TIIE ACCOUNTS OF
1SSUERS—EY TYI'E OF ISSUER

T'ype of issuwer . 1948 1947
Transportution and connmunication companies ' %1, 674, 528, 000  §1, 190, 814, 000
Electrie, gas, and water companies ___ .. ____ 1,606, 551, 000 1, 214, 346, 000
Manufacturing compandes_ . ___________ 872,471,000 1, 266, 055, 000
Financial and investinent eowmpunies__________ 750, 542,000 - 714, 529, 000
Merchandising companies_._____.__________ . 51, 333, 000 201, 373, 000
Extractive companies_______ . __________ 23, 235, 000 18, G885, 000
Service companies__._ . _____________. 20, 498, 000 16, 109, 000
Construction and real estate evwpanies______ 29, 000 8, 125, 000
Foreign governments____________ . . 247, 1035, 060

Total _ . . $5, 032, 190, 000 $4, 874, 141, 01K)

. Does not Include companies subject to regulation by the Intersiate Commeree Commis-
aion and therefore exempted from registration. N

Registrations of securities for cash sale by transportation and com-
munication companies in the 1948 fiscal year established a new high
for the group exceeding by 41 percent the previous high established
in the 1947 f[:sc:ﬂ year, and accounted for a third of the total. The
amount of such registrations by the electric, gas, and water group,
almost equal to that for the transportation and communication group,
represented an increase of 82 percent from its amount for the 1947
fiscal year. Financial and investment companies registered 9 percent
more and manufacturing companies 31 peveent less than in the 1947
fiscal year. DBonds of the International Bank for Reconstruction and
Development are included in the figures for the financial and invest-
ment, companies group.

D. USE OF INVESTMENT BANKERS A8 TO SECURYIIES REGISTERED FOR CASH
SBALE FOR THE ACCOUNTS OF ISSUERS '

. 1948 957
Amount registered to be sold through investment hankers:
Under agree- : : . .
ments to pur-
chase for re-
sale______. _. $3, 016, 534, 000 $3, 333, 621, 000
Under agree- L .
ments to use
“best efforts”
to sell___.___ 759, 791, 000 GO7, 123, 00
Total registered to be s0ld
through investment bankers_ 3, 776, 335, 000 $4, 030, 744, 000
Total registered to be sold
direetly to investors Ly is- :
SUers_______. _ . ________ 1, 2535, 865, 000 843, 397, 000

Total ___________ e $5, 032, 199, 000 $4, 874, 141, 000

* Bee also appendix table 1 purt 3.
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In the 1948 fiscal year, investment bankers were used for the sale
of 75 percent of the total securities registered for cash sale for the
accounts of issuers as compared with 83 percent in the 1947 fiscal year.
Commitments by investment bankers to purchase for resale involved
60 percent of the total registered for cash sale for the accounts of
issuers, as compared with 68 percent in the 1947 fiscal year.®

E. COST OF FLOTATION OF SECURITIES REGISTERED FOR CASH SALE FOR THE
ACCOUNTS OF ISSUERS

The cost of flotation of securities registered for primary cash distri-
bution, as reported in the registration statements for such securities,
amounted to 6.1 percent of the aggregate dollar volume of such securi-
ties. A further break-down of this 6.1 percent indicates that 5.5
percent represented commissions and discounts and 0.6 percent all
other expenses incidental to the flotation of the securities, including
all costs relative to registration. A study of the portion of aggregate
gross_proceeds paid as compensation to investment bankers on securi-
ties registered for sale to the general public through such bankers
reveals a downward trend for bonds but a sharp interruption of the
downward trend for preferred stock in the 1948 fiscal year and a
slightly higher rate for common stock in 1948 than in the five previous
years.

Compensation—Percent of gross proceeds

Year ended June 30 Bonds Prseéfé]';‘)‘d Cgﬂﬁon
2.0 6.4, 16.9
1.9 7.2 16.4
1.8 4.1 14. 4
1.5 4.1 | 10,1
L7 3.8 9.7
1.5 3.1 81
1.3 3.1 9.3

.9 3.1 8.0
.9 2.8 9.3
.6 4,5 10.2

In general, a trend similar to that noted in the table may be noted
with respect to bonds, subdivided on the basis of the investment risk
involved.*

ALL NEW SECURITIES OFFERED FOR CASH SALE®
Registered Securities

Securities effectively 1eglstered under the Securltles Act of 1933 and
actually offered for cash sale during the 1948 fiscal year were at
approximately the same level as the | preceding year. The amounts
of such offerings, valued at actual offering prices, are as follows: *

*See appendix tables 1 and 2 for a more detailed break-dewn of the dollar volume of
Securities Act registrations.

+Details of these data are to be found in part 2 of table 2 of this report and of the
Eleventh and Ninth Annual Heports.

& See appendix table 3 for a detailed statistical break-dewn of the volume of all securities
pffered for cash szle in the United States, Footnote I of that table gives a descripiion of
the statistical series. .

¢ The flzures given in this section exclude securifies sold through continuous offering,
such as igsues of open-end investment companies and employee-purchase plang, because
complete data on sales of these securities are not currently available:
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: 1948 1947
Corporate (exeluding investment cos.}___.____ $3, 758, 000, 000 33, 733, 000, 000
Noncorporate (forelgn gov't and Int’l Bank)_.. 249, 000, 000 247, 000, 000
Total registered securities offered_______ $4, 007, 000, 000  $4, (iBO, 000, 060

Unregistered Seecurities
CORFORATEH

Some $3,332,000,000 of unregistered new corporate securities are
known to have been offered for cash sale by issuers in the 1948 fiscal
year as compared with $2,529,000,000 in the 1947 fiscal year. The
basis for exemption of these securities from registration is as follows: ?

Basis for exemption from registration: 1348 1947
Privately placed issues___.______________ $2, 701, 000, 000 2, 058, 000, 000
Railroads and other common carriers..__. 451, 000, 000 292, 000, 000
Commereial bank issues_________ . ______ 24, 004}, 000 26, 000, (00
Intrastate offerings_____________________ 8, 000, 000 9, 00, 000
Offerings under regulation A* __ ________ 141, 000, 000 143, 000, 000
Other exemptions_ _— - - 7, 000, 000 1, 000, 000

Total —— . $3, 332, 000, 000  $2, 529, 000, 000

1Includes only offerings between 3100,000 gnd $300,000 in size. See p, 9 for a more
detailed discussion of Regulation A offers,

NONCORPORATE

The total of unregistered governmental and eleemosynary securities
offered for cash sale in the United States was $11,897,000,000 as com-
pared with $12,387,000,000 in the 1947 fiscal year, These totals consist
of the following:

Issuer: 1548 1847
United States Government______________ $9, 349, 000, 000 $10, 264, 000, 000
Federal agencies_______________________ 0 140, 000, 000
States and municipalities________________ 2, 544, 000, 000 1, 977, 000, 000
Miscellaneous nonprofit organizations____ 4, 000, 000 6, 000, 000

Total — $11, 897, 000, 000  $12, 387, 000, 000

Toral of Registered and Unregistered Securities

The volume of all corporate securities cffered for cash sale rose to
$7,000,000,000 in the 1948 fiscal year, the increase from the preceding
year being due chiefly to the larger amount of securities placed pri-
vately. Offerings in the noncorporate category declined moderately, -
reflecting a substantial decline in sales of United States savings bonds
_more than offsetting an increase in State and municipal offerings.
Comparable figures for the 1948 and 1947 fiscal years are:

1948 1957

Corporate______________________.___ S, $7, 090, 000, 060  §6, 262, 000, 000

Noncorporate. . ccoeme . 12,148, 000, 000 12, 634, 000, 000
Total securities . ___ . ________._ $19, 236, 000, 000 $18, 996, 000, 000

New Capital and Refinancing

Proceeds from corporate securities flotations, both registered and
unregistered, applicable to expansion of fixed and working capital
amounted to $5,638,000,000 compared with $4,066,000,000 for the 1947

7 Where a security may have been exempted #- -~ '-o Moo T s dhesocmas s
the security was counted only once,

PauL Gonson

SECURITIES AND FXCHANGE COMM™
WASHINGTON, DC 20549
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fiscal year. It is estimated that the dollar velume of new moncy
financing by corporations, excluding investment trusts, holding com-
panies, and other financial organizations, is at the highest level 1n our
history, exceeding even the large amount of new capital flotations in
the late twenties. FPublic utility companies (including telephone)
accounted for 50 percent of the new money financing, industrial and
miscellaneous firms for 44 percent, and railroad companies for 6 per-
cent. The volume of refinancing through new issues of securities
declined to $1,130,000,000 compared with $2,055,000,000 for the 1047
fiscal year and $5,310,000,000 for the 1946 fiscal year.?

REGISTRATION STATEMENTS FILED

There were 449 registration statements filed in the 1948 fiscal year
covering proposed offerings in the aggregate amount of $6,149,704,288,
The corresponding figurves in the previous year were 567 statements
and $6,934,388.303 in offerings of securities. Comparative figures as to
statements filed and their disposition, and data as to other filings with
the Commission under the act, are given in the tables below.

Number and disposition of registration statements filed

Priar to July | July 1, 1947, Total as of
1, 1947 to June 3, 19481 June 30, 1948

Pending June 30, 1948

Aggregate dollar amaung: ) o )
Asfled ool %16, GBS, 527, 742 | $6, 140, 704, 288 | $52, R38, 232, 030

Aseffective. .. ... ... e LLE EEE T $42, 375, 702, 846 | $6, 404, 633, 217 | $48, 780, 336, 083

1 Exeludes 6 registration statements which became effective and wera subsequently withdrawn.

* Two registration statementis which became effective prior to July 1, 147, were placed under stop order
and § registration stulements which became effective prior to July 1, 1947, were withdrawn and are counted
in stop orders nnd withdrawals, respeetively.

1 One registration statement which was under stop erder prior to July I, 1947, was withdrawn daring the
year and is counted In the number of withdrawn statements. .

Additional documents filed in the 1948 fiscal year under the act

Number

Materia]l amendments to registration statements filed before the effective
date of registration.-_— - __ . To8

Formal amendments tiled before the effective date.of registration for the
purpose of delaying the effective date_ ______________________________ 9580
Material amendments filed after the effective date of regi.stratiou_f _____ 565
Total amendments to registration statements____________________ 2, 343

Supplemental prospectus material, not classified as amendments to regis-
tration statements________ .. __ . __ L __ 1,131

Reports flled under section 15 (d) of the Securities Exchange Act of 1934
pursuant to undertakings contained in registration statements under the
Securities Act of 1933:

Annual reports _____ . . 680
Current reports___ . 208

% Bee appendix table 4 for statistics in greater detail as to the use of net proceeds from
the sale of securities,
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" A break-down showing the number and dollar amount involved in
statements filed during each of the last four 6-month periods appears
below: ’

Number of

statements | Dollar amount

Grmonth period

July-Dracember 146, i aean 306 | $3, 170,181,321
Januury-June 1947____ 261 3, 754, 206, D2
July-December 1947 ... - 30 3,095,915, 944
January-June 1948___._. 218 3,053, 788, 14

EXEMPTION FROM REGISTRATION UNDER THE ACT

The Commission is empowered under section 8 (b) of the act to
exempt from registration, subject fo snch terms and conditions as it
might prescribe by rule and regulation, issues of securities not ex-
ceeding an aggregate offering price to the public of $300,000. Five
regulations have been n.dopteﬁ pursuant to this autherity : Regulation
A, a general exemption for small issues; regulation A-R, a special
exemption for notes and bonds secured by first liens on family dwell-
ings;? regulation A-M, a special exemption for assessable shares of
stock of mining companies; regulation B, an exemption for fractional
undivided interests in oil or gus rights; and regulation B-T, an exemp-
tion for interests in oil royalty trusts or similar types of trusts or unin-
corporated associations.

The availability of an exemption under any of these regulations
does not include any exemption from civil liabilities under section 12
or from eriminal liabilities for fraud under section 17, In order to
insure the proper enforcement of these sections, the conditions for
the availability of the exemptions provided by these regulations, with
the exception of regulation A-R, include the requirements that certain
minimum information be tiled with the Commission and that disclo-
sure of certain information be made in sales literature. a

Exempt OfTerings Under Regulation A

The trend of business to make greater use of public offerings under
regulation A continued during the fiscal year. In the 1948 fiscal year
1,610 letters of notification were filed and examined under the regn-
lation, compared to 1,513 in the 1947 {iseal year. At the same time the
aggregate offering price of the securities covered by these letters of
notification remained about the same, decreasing slightly from
$210,791,114 in the 1947 fiscal year to $209,485,794 in the 1948 fiscal

ear. A major increase is noted in connection with companies engaged
in the oil and mining industries. Companies engaged in various
phases of the oil and gas business filed 101 letters of notification in
the 1948 fiseal year for a total of $12,797 478 in securities and oil and
%as.]eases. In the 1947 fiscal year they filed 68 letters of notification

or $8,660,261. Mining companies filed 181 letters of notification in
the 1948 fiscal year for a total of $18,594,458 in securities:

The relative size of proposed offerings last year under regulation A
is reflected in the following distribution of 1,594 letters of notification

¢ Inasmuch ﬂ‘H na reports o fillkgs are required umler this regulation, no statistieal datn
. a8 to its application and use are available. .
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{omitting data as to 16 which were incomplete and subsequently with-
drawn) : First group, 851 of $100,000 or less; second group, 324 of
more than $100,000 but less than $200,000; and third group, 419 of
more than $200,000 but not more than the statutory maximum of
$300,000. Of these 1,594 offerings, 1,392 were made by issuers, dis-
tributed generally through all size groups; 186 by stockholders, all
occurring in the first group; and the remaining 16 jointly by the issuer
and a stockholder. .

In 930 cases the offerings were to be made without use of an under-
writer. An underwriter was to be used in the remaining 664 cases.
Of these, a commercial underwriter was to be employed in 486 cases,
distributed by size as follows: First group, 262; second group, 84;
and third group, 140. In 178 cases officers and directors of the issuer
or other persons not regularly engaged in the underwriting business
were to be used as underwriters.

The regulation makes provision for the filing of the requisite letter
of notification at the appropriate regional office of the Commission for
the greater convenience of small businesses making use of this regu-
lation. The letters of nétification and the related sales literature are
examined in the regional office where filed and then reviewed by a
staff of experts at the Commission’s central office. This review in-
volves a search for pertinent information in the Commission’s exten-
sive files and an examination to determine whether the exemption of
the regulation is applicable in the particular case and whether the
information filed discloses'anr violations of any of the acts admin-
istered by the Commission. The results of this review are made avail-
able promptly to the regional office involved ; 1,916 letters were written
in this connection during the fiscal year, in addition to the numerous
letters written by the various regional ofﬁces, which have the primary
responsibility as to offerings under regulation A. Further, the Com-
mission cooperates with the proper authorities in the Statesin which
the securities are proposed to be offered by informing them of the fact
that the offering is to be made and giving them a summary of pertinent
data concerning the proposed offer.

It should be emphasized that the exemption from registration pro-
vided by regulation A, as well as by the other exemptions granted
under section 3 (b), does not constitute complete exemption from all
provisions of the act. Thus, these exemptions are subject to the express
provisions of section 12 imposing civil liability on persons who sell
securities in interstate comimerce or through the mails by means of
untrue statements or misleading omissions, and to the provisions of
section 17, which makes it unlawful to sell securities by such means
or by other types of fraud. By their express terms, each of these sec-
tions is applicable whether or not the transactions involve securities
which have been exempted under seetion 3 (b). Accordingly, the
principal effect of a section 8 (b) exemption is to permit the sale of
small 1ssues of securities on the basis of a less complete formal filing
than that required by the act in the case of a registered security.

Exempt Offerings Under Regulation A-M .

Last year the Commission received and examined a total of seven
prospectuses covering an aggregate offering price of $241,346 for asses-
sable shares of stock of mining corporations conditionally exempted
from registration pursuant to rule 240 of regulation A-M.
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Exempt Offerings Under Regulation B

Promotions in oil and gas securities increased considerably during
the past year. This expansion is reflected especially in the sharp
increase in the number of filings under regulation A which cover oil
and gas stock offerings as mentioned above. In addition to the 101
offerings in the 1948 fiscal year under regulation A relating to oil and
gas securities, 87 offering sheets were received and examined under
regulation B. Regulation B provides for the conditional exemption
from registration of fractional undivided interests in o1l and gas rights
where the aggregate offering price does not exceed $100,000. The fol-
lowing actions were taken with respect to these offering sheets:

Various aclions on filings under regulation B:

Temporary suspension orders (rule 840 (8) ) oo 18
Orders terminating proceeding after awendment . ___________ 11
Orders consenting to withdrawal of ollering sheet and terminating
proceeding ..., e e 2
Orders terminating effectiveness of offering sheet (no proceeding
pending) . 3
Orders consenting to amendment of offering sheet (no proceeding
pending) _ N - — - S 44
Orders consenting te withdrawal of offering sheet (no proceeding
opending) e 2
Total orders _ . e g0

Confidential writlen reports of sales under regulation B.—Offerors
seeking exemption pursnant to regulation B are required under rules
820 (e) and 322 (¢) and (d) to file with the Commission written
reports of sales actually made by broker-dealers or offerors to indi-
vidual investors and by dealers to other dealers. In the 1948 fiscal
year 3,088 reports were received and examined under these provisions.
Of these, 2,990 reports were on Form 1-G and 98 on Form 2-G, repre-
senting aggregate sales of $823,259 and $264,608 respectively. These
reports are to be kept confidential, under the rules, unless the Commis-
sion orders otherwise.

Oil end gas investigations—The Commission’s technical oil and gas
staff made a number of analytical studies in the course of the year
leading to the preparation of valuation estimates and technical memo-
randa, including the preparation of comprehensive charts relating
estimated oil recoveries to past production of interests sold by royalty
dealers, both for individual tracts and entire ficlds covering such tracts
in various locations from the Great Lakes to the Gulf of Mexico.
Studies of this kind form a significant part of the staff’s work in con-
ducting the oil and gas investigations which are made to.determine
whether there have been any violations of sections 5 (requiring regis-
tration) or 17 (prohibiting fraudulent sales) of the Securities Act or
section 15 of the Securities Exchange Act (regulating the conduct of
brokers and dealers) in the sale of oil and gas securities.

During the year 13 'such oil and gas investigations were instituted by
the Commission, making a total of 143 current during the year; 12
investigations were closed during the year and 181 were pending it
the end of the year. In connection with these investigations, the Com-
mission’s staff prepsred some 1,175 technical letters, reports, and
memoranda, and copducted nearly 250 personal and telephone con-
ferences during the §ear. In addition, a special unit which has been
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established within the Tulsa regional office prepared about 650 such
letters, reports, and memoranda. - ,

Four of these investigations led to an injunction against the persons
concerned from violating the registration and fraud provisions of the
Securities Act. In a fifth case the facts were referred to the Depart-
ment of Justice for possible criminal prosecution. An indictment has
been returned in a sixth case. '

An example of the manner in which the Commission is sometimes
ealled upon to render technical assistance in litigation arising out of
these oil and gas investigations may be cited mn the Grayson case,
which involved the sale of oil royalties. Stanley Grayson had been
convicted in the United States District Court, Southern District, New
York, inearly 1947 and had entered an appeal. Before the hearing on
the appeal, a petreleum engineer of the Commission’s staff was called
upon to advise the assistant United States attorney as to whether, in
view of the sharp increase in the price of oil, the interests sold by Gray-
son might return the original investment. After the circuit court of
appeals hiad remanded the case for retrial, this engineer made a 3-week
field trip to reexamine physically certain of the o1l properties involved
and to locate witnesses who could furnish primary factual evidence.
The assistant United States attorney accompanied the Commission’s
engineer on a part of this trip and was convinced that, notwithstanding
the greatly increased price of crude oll, the properties in which inter-
ests had been sold by Grayson wonld not produce sufficient o1l to return
the investment. Grayson pleaded guilty rather than face retrial and
was sentenced on June 8, 1948, to a year and a day in prison, and he
was placed on probation for a period of 8 years after release from
imprisonment during which time he is prohibited from engaging in
any manner in the sale of securities.

FORMAL ACTIONS UNDER SECTION 8

The Commission employs its varions informal procedures, such as
conferences and the letter of comment, to insure that w registration
statement shall comply with the requirements of the act before it
becomes effective, In almost all cases this practice has been found
to be sufficient both for the needs of the registrant and for the adequate
protection of investors. Tt is sometimes necessary, however, for the
Coemmission to exercise its powers under section 8 in order to prevent
a registration statement from becoming effective in deficient or mis-
leading form or to suspend the effectiveness of a registration state-
ment which has already become effective.

Under section 8 (b) the Commission may institute proceedings to
determine whether it should issue an order to prevent a registration
statement from becoming effective. Such proceedings are authorized
if the régistration statement as filed is on its face inaccurate or incom-
plete in any material respect. Under section 8 (d), proceedings may
be instituted at any time to determine whether the Commission should
issue a stop order to suspend the effectiveness of a registration state-
ment if it appears to the Commission that the rggistration statement
includes any untrue statement of a material fect or omits to siate
any material fact required to be stated or otherwlse necessary to make
the statements included not misleading. Undgr section 8 (e) the
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Commission may make an examination to determine whether to issue
a stop order under section 8 (d}.

In the 1948 fiscal year the Commission instituted two examinations
under section 8 (e) and one proceeding under section 8 (d). In the
1947 fiscal year seven examinations and five proceedings were insti-
tuted.

Examinations Under Section 8 (e)

Where examinations are conducted by the Commission under sec-
tion 8 (e) it is the practice to direct that the proceedings be held
privately to prevent any injury that might be done to a registrant
through adverse publicity if, after the examination, it is determined
that no violation of law has been committed. The Commission does,
however, have the power to hold such examinations in public and may,
after the close of a private proceeding, order that the record be made
public. - Both of the two examinations ordered to be held in the
current year were held in private. One of these was still pending at
the close of the year. In the second case the record of the examination
was made publie.?®

S1op-Order Proceedings Under Section 8 (d)

Two stop-order proceedings were pending at the beginning of ithe
year and one other was instituted during the year.

Globe Aireraft Corp—File No. 2-6£04—This case was pending
at. the beginning of the year and is discussed in full at page 16 of Lhe
Thirteenth Annual Report. As a result of the proceeding the Commis-
sion issued a stop order suspending the effectiveness of the registra-
tion statement on the basis of the misleading nature of its contents.
The formal opinion of the Commission was published in Securities
Act Release No. 3255 (1947}, For a fuller discussion of this case see
the section herein on activities of the Commission in accounting and
auditing at page 108.

Hiwago gold' Mines, Ltd—File No. 3-6858—This case also was
pending at the beginning of the year and is described fully at page 18
of the Thirteenth Annual Report. The Commission issued a stop order
during the year suspending the effectiveness of the registration state-
ment. A formal opinion was published in Securities Act Release
No. 3278 (1948). . - : . :

T homascolor, Ine—File No. 8-71/2—Proceedings in this case were
instituted during the fiscal year. The company filed a registration
statement on- July 9, 1947, relating to a proposed public offering of
1,000,000 shares of $5 par value class A common stock at a price of
$10° per share. The underwriter did not contract to purchase the
stock but only to use his best efforts in its sale. Stop-order proceed-
ings were instituted on September 2, 1947, after extensive prelimi-
nary investigation, including consultation with technical experts,
into the accuracy and adequacy of the information filed in the regis-
tration statement, much of which related to complex and technical
aspects of color photography. Hearings in the matter were started
on September 16, 1947, and the record was closed on October 20, 1947.

The order for proceeding alleged that the registration statement
contained material misstatements and omissions of fact and it con-

n Secﬁritles Act Release No. 3277 {1848),
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tained a complete statement as to such deficiencies. Generally, they
were of four types: First, the statement of the proposed allocation of
proceeds from the sale of the stock was incomplete and inaccurate;
second, the registrant made false claims as to the technical nature of
the process it was going to exploit; third, there was a failure to make
adequate and accurate disclosure of the history of the registrant and
of the relationship of various individuals to the registrant; and
fourth, the financial statements included in the registration statement
were highly misleading in certain respects.

During the course of these proceedings the registrant admitted
that the proposed allocation of proceeds appearing in the registration
statement was incomplete and inaccurate. The amended registration
statement sets forth a complete revision in the allocation of proceeds
and contains a full discussion of thelr proposed application. It is
indicated that the initial proceeds of the offering will be used to pay
liabilities of the registrant, consisting primarily of organization and
stock issue expense and legal fees, estimated to exceed $300,000.

Among the claims contained in the original registration statement
thereafter admitted to be false by the registrant and deleted in the
amended registration statement were misrepresentations to the effect
that the Thomascolor process is a new system of color photography
offering many advantages over existing processes; that Thomascolor
can be employed under substantially the same conditions as ordinary
black and white photography ; that the registrant proposed to exploit
first the motion-picture field; that its devices could be readily and
widely used in connection with motion picture cameras and projectors;
that its process offered great possibilities in the field of color tele-
vision ; and that its process had a ready market in the field of amateur
photography.

In striking contrast to these claims the record reveals and the
registration statement, as amended, discloses that the principle of
the Thomascolor process is old in the art of color photography and
has been wholly or in part abandoned or supplanted by other processes
and techniques; that the Thomascolor process requires the use of
gpecial devices which cannot be attached to standard motion picture
cameras and projectors without substantial modifications.and re-
engineerinlg; that registrant’s entry into the motion picture field is
conjectural because of the grave problems arising from the technical
limitations of some of its devices and the very serious economic prob-
lem arising from the necessary conversion of existing equiptent; that
the registrant will devote itself principally to color printing and
publishing and still color projection; that registrant does not now
represent that: its process will have any application in the field of
amateur or ordinary portrait photography: and that for the present
the registrant intends only to conduct research in the field of tele-
vision and that there is no assurance that a technically or commer-
cially feasible process will result. :

The facts developed during the proceedings show that the original
registration statement did not disclose adequately and accurately the
character of the various enterprises preceding the organization of the
registrant. The record shows that the various predecessor organiza-
tions, which were controlled by Richard Thomas, who was instrumen-
tal in organizing the registrani and who controlled it, were primarily
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promotional and development. organizations; that they had not pro-
duced on a commercial basis; and that at most they had constructed
only prototypes of a few of the devices that the registrant proposed
to market. In describing the transactions leading to the acquisition
of the assets of the predecessor interests, the registration statement
failed to make adequate disclosure of the nature of the relationships
or identity of the individuals involved or of the method of deter-
mining the amount of consideration paid for the assets and, by refer-
ences to formal agreements and offers and acceptances, implied that
there had been arm’s-length bargaining in the various transactions
between the three predecessor organizations and the registrant.

The financial statements contained in the registration statement,
as originally filed, were highly misleading in the disclosures and
accounting treatment of registrant’s stock issued for intangibles. The
significance of this matter is evident from the fact that these in-
tangibles amounted to $2,014,941.03 out of total assets shown in the
balance sheet aggregating $2,551,583.40. The balance sheet was
amended to carry patents and patent applications at the nominal
amount of $1, and all of the remainder of the $2,014,941.03 was then
displayed under the caption: “Other intangibles—Excess of par or
stated value of stock issued over net tangible assets acquired on Muy
20, 1947 (Note 2).” In brief, the financial statements included in the
original registration statement overstated the registrant’s assets and
minimized, if it did not deliberately conceal, information that would
have fairly disclosed the true nature of the assets which the registrant
represented would be used to conduct its business.

During the course of and after the close of the hearings in the section
8 (d) proceedings, the registrant filed substantial amendments which
appezred to correct satisfactorily the material misrepresentations and
omissions. The Commission thereafter dismissed the proceedings and
issued an opinion commenting, in the publie interest and for the pro-
tection of investors, upon certain facts developed in the proceedings
and discussing the Commission’s action in this case and the limitation
of its jurisdiction In this opinion the Commission also warned
the prospeetive investor of the danger of relying on past judgment
based on magazine articles or other earlier publicity, in view of the
admission in the proceedings that certain of such publicity contained
materially false and misleading information, and pointed out the need
for careful study of the amended registration statement and pro-
spectus. The registration statement was permitted to become effective
after adequate dissemination of the corrected prospectus had been
made and sufficient time had elapsed since the release of the Commis-
sion’s opinion. Subsequently, the registrant filed an amendment to
its registration statement for the purpose of withdrawing registration
for all but 100 shares of the stock originally registered.

DISCLOSURES RESULTING FROM EXAMINATION OF
' REGISTRATION STATEMENTS

In its examination of registration statements the staff of the Com-
mission seeks not only to insure that the registration statement con-
tain the information required by the act but also that the information

1 Securities Act release No. 3267 (1948).
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be clearly stated in a simple and not misleading manner and, to the
extent possible, that the information be agcurate. Due to the experi-
ence of the staff and to the availability of information about many
companies in the Commission’s extensive files, it is often possible
for the staff to detect omissions of material facts, misstatements of
material facts, and statements of minor facts made in such form as to
give exaggerated and unwarranted importance to the facts out of
proportion to their materiality. In addition, the staff may request
a more simple statement of complex information so that it might be
most readily understood by the prospective investor. In most cases
4 registrant makes the necessary amendments to its registration state-
ment. The following brief case histories are examples of the failure
of registrants to make adequate and accurate disclosure discovered by
the staff after examination of the registration statements involved.

Fhailure To Disclose Price Differential

A foreign gold mining exploration and development company filed
a registration statement for 666,667 shares of common stock of $1 par
value. The stock was to be offered at 42.84 cents a share, However,
the stock was listed on a foreign stock exchange, where it was then
currently quoted at approximately half of the price at which the stock
wag to be offered to investors in the United States. In letters and
conferences the Commission’s staff pointed out to counsel for the regis-
trant thaf this wide price discrepancy raised some doubt as to whether
the registrant intended to make a bona fide offering accompanied by
full disclosure of all relevant facts. The registrant subsequently made
other arrangements for its financing and, shortly after the close of the
fiscal year, filed an application for the withdrawal of its registration
statement, This company had, in addition, failed to make adequate
disclosure of its underwriting arrangements,

Exclusion of Exaggerated Claims

A company which intended to exploit an industrial process made
many claims in its registration statement as to the nature of the process,
its use, its application in various fields, and the availability 'of a-
market. The registration statement was thereafter amended to show
that the process was not new, that it had been wholly or partly aban-
doned in favor of other processes and techniques, that the registrant
does not represent that the process would have any application in
certain fields, and that the registrant would devote itself for the
present, only to research and that there is no assurance that a tech-
nically or commercially feasible process would result. This case is
described in greater detail in this report under the section discussing
stop-order proceedings under section 8, above. ' LT

Sale of Stock at Different Prices’

A foreign mining company filed a registration statement for 700,000
shares of common stock at $1 per share. The company amended its
statement to disclose, in connection with the statement of the offering
price on the cover page of the prospectus, that the offering price
had been arbitrarily determined. In addition it filed an amendment
to disclose that during the 2-year period prior to the filing of the
registration statement the company had sold the stock at from 3.4 cents
to 30 cents per share, and that during such period the price in the
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foreign over-the-counter market had ranged from 2714 cents to 45
cénts per share. In addition, the registrant indicated that it also knew
of subsequent sales at prices froin 35 cents to 60 cents per share.

Disclosure of Speculative Hazards .

A foreign mining company filed a registration statement for 333,333
shares of capital stock of $1 nominal value at an offering price of 30
cents a share. After examination of the statement by the staff the
registrant inserted under the heading “Introductory statement” a sum-
mary of the speculative and unusual aspects of the offering, so that
the registration statement now includes the disclosures mentioned
below. :

The registrant' has no operating history and the offering price of
30 cents u share was predicated solely upon future possibilities, as to
which no representations are made,

The proposed financing will serve ouly te conduct preliminary ex-
ploration which, at best, will enable the registrant to decide whether
additiona]l exploratory work would be warranted, and, if such ad-
ditional work becomes warranted, further financing will be required,
possibly to be followed by still further financing.

No underwriter has contracted to purchase the stock and if only
a portion of the offering is sold, the registrant has no further plans
for financing. In such event the registrant might not have sufficient
funds to carry through an adequate exploration program.

The registrant had offered 335,000 shares of stock for sale at only
15 cents a share after November 21, 1940, and only 131,000 shares were
sold. No new developments in the registrant’s business outlook justify
ai increase of 100 percent in the offering price over the last previous
offering price. ‘ ’

- The pnderwriting commission and advertising expenses will con-
sume 3214 percent of the offering price and, after estimated total dis-
tribution expenses of approximately 3614 percent, only approximately
6314 percent of the gross proceeds from the proposed offering based
upon the offering price will be invested in the registrant’s business.

The three original promoters paid an average price of 4.59 cents
per share for the 960,000 common shares acquired by them and still re-
tain 361,750 of such shaves costing them 2.53 cents per share, and
another promoter owns 158,075 shares which cost him nothing in
money. These promoters as a group will, after the proposed financing,
retain 82.6 percent of the voting control through the ownership of
shareg costing them an average of 1.76 cents a share. These four pro-
moters, on the basis of the proposed public offering price, wonld have o
book profit of $146,794.75 or 28.24 cents a share.

CHANGES IN RULES, REGULATIONS, AND FORMS

Rules, regulations, and forms adopted by the Commission must be
flexible to meet changing business conditions. Further,. experience
has shown that any procedure for compliance with u regulatory statute
is made most simple, economical, sm({j expedient for those who must
comply if each type of situation is recognized and specific provision
made for its particular need. To nssure these results the Commission
has long made it.a practice to maintain g continuous review of its
procedures in the light of current conditions. Changes often result,
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either by reason of recommendations made by the staff or, as is fre-
quently the case, at the suggestion of perscns who must comply. with
the statute, No material change is made without a series of confer-
ences with all persons interested in or who might be affected by the
contemplated change. Changes made or planned during the 1948
fiscal year in the rules, regulations, and forms under the Securities
Act are described below. The accounting aspects of some of these
changes are discussed in Part IX of this report in the section concern-
ing the Commission’s activities in accounting and auditing.

Proposed Rule 431—Definition of Prospectus

Information about a proposed issue of securities may be given the
most widespread publicity through use of the preeffective prospectus
under the provisions of rule 181. This prospectus, necessarily, does
not contain certain information about the security, such as the finally
determined selling price, information about underwriting agreements,
and such other data not normally available before the time when the
gecurities are actually offered for sale. In present practice complete
data about the security are included in the final prospectus and this
prospectus, if accurate, is the one actually used in the course of the
sale. In order to avoid the necessity of printing both the preeffective
and final prospectuses, as well as the duplications involved in two
deliveries and the delay in time attendant upon such a procedure, the
Commission took under consideration a rule intended to prevent these
results, ' .

The proposed rule applies only to offerings by an issuer to its stock-
holders. Under it the information normally omitted from the pre-
effective prospectus could be added to that prospectus by the issuer in
the form of a short document containing the missing data. This
document and the preeffective prospectus could then together consti-
tute the final prospectus, The proposed rule contains certain safe-
guards to prevent abuse of the procedure, to assure the full protection
of the act to investors, and to permit adequate inspection by the Com-
mission of the preeffective prospectus and the supplemental document.
These safeguards provide: (1) That the preeffective prospectus be
incorporated by reference into and be made part of the docunent;
(2) that a copy of such prospectus was sent or given, in compliance
with rule 131, to the person to whom the document is sent or given;
and, (8) that the document is sent or given to the stockholder within
20 days of the time when he was sent or given a copy of the proposed
form of prospectus. Shortly after the close of the fiscal year the Com-
mission formulated these provisions in proposed rule 431 and issued
the rule for public comment in Securities Act Release No. 3300.

Rule 409—Discluimer of Responsibility

Under rule 409 a registrant may omit information from a registra-
tion statement if the information is unknown or not reasonably
available to the registrant. In such eases, the present rule provides,
in essence, that the registrant shall furnish the best information
available to it under the circumstances. In addition, the rule permits
the registrant to include in the registration statement a disclaimer
of responsibility for the accuracy or completeness of such informa-
tion. The proposed amendment would strike from the rule the pro-
vision permitting this disclaimer of responsibility.. The purpose of
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this amendment is to protect the prospective investor against inae- -
curate or incomplete information. The proposal was widely ciren-
lated by the Commission in Securities Act Release No. 3296 (1948).

Rule 424—Preeflective Prospectus )

Rule 181 provides for the use of a preeffective prospectus in order
to give information about a prospective issue of securities the widest
possible circulation. The preeffective prospectus must comply sub-
stantially with requirements applicable to the proposed final pro-
spectus as filed with the Commission, but there is no provision for filing
the preeffective prospectus actually used. In order to provide the
Commission with copies of such prospectus for its administrative
functions and te make them available for inspection by the general
publie, the Commission proposes to amend rule 424 {(which per-
tains to the filing of prospectuses with the Commission) in order to
require the filing of preeffective prospectuses with the Commission.

Proposed Amendments to Regulation S-X

Regulation S-X contains the Commission’s rules respecting the form
and content of financial statements filed with the Commission under
 various of the statutes which it administers. The purpose of the pro-

posed amendments, set out in Securities Act Release No. 3294 (1948),
18 to provide rules as to the financial statements of commercial, indus-
trial, and mining companies in the promotional, exploratory, or de-
velopment stage. A full discussion of these proposals appears in
Tart IX of this report under the section on the Commission’s activities
in aecounting and anditing,

Changes in Forms for Registration
Form 5-2 had been used for the registration of securities of certain
corporations having simple corporate structures. This form was re-
vised to provide a simple registration form for commercial and in-
dustrial companies still in the development stage. The change per-
mits use of Form S-2 by companies previously limited to Form S5-12
and certain established companies previously using Form S-2 may
now use Form S-1, the form most generally used to register securities.
The revision of Form S-2 made 1t possible for the Commission to
rescind Form S-12, See Securities Act Release No. 3247 (1947).
Form C-1 had been used for some time as a registration form for
securities of nnincorporated investment trusts of the fixed or re-
stricted management type. The subsequent adoption of other forms
for the securities of such trusts made form C-1 obselete and it was
rescinded during the year. See Securities Act Release No, 3247 (1947).
Form S-3 is used to register securities of mining corporations in the
promotional stage. Originally, the form required the inclusion of
certified finnncial statements as of a date within 90 days prior to the
date of filing the registration statement. The purpose of the amend-
ment is to permit the filing of uncertified financial statements as of
such date if there are also filed certified financial statenients as of a
date within 1 year prior to the date of filing. See Securities Act
Release No. 3269 (1947).
Rule 131, which provides for the use of the preeffective prospectus,
had been adopted originally, in December 1946, for a 6-month trial
_period. In Securities Act Release No. 3240 (1947) the Commission

813892—49—3
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announced the continuance of the rule in its oviginal form. Study
of the operation of the rule during the 6 months indicated that the
rule does facilitate the dissemination of information contained in
Securities Act registration statements.

In Securities Act Release No. 3238 (1947) the Commission an-
nounced adoption of Forimn S-7.  This form is designed specifically for
the registration of securities issued by the International Bank for
Reconstruction and Development.

LITIGATION UNDER THE ACT

Part of the Commission’s enforcement activity under the Securities
Act is injunctive action to prevent violations of section 5, which (with
certain exemptions) requires registration of securities offered to the
publie, and seetion 17, which makes it unlawful to sell securities by
frandulent means. While the Commission’s investigation may result
in subsequent criminal prosecution, the injunction is used to stop activ-
ity immediately and prevent, the continuance of viclations. Some of
the injunction actions instituted last year are pending, but most of
them have been successfully concluded.

As n result of a story appearing in a popular magazine a number of
financing plans were offered to the public involving the use of Govern-
ment bonds to guarantee repayment of the investinent. This practice
has been denounced by the Secretary of the Treasury and this Com-
mission. It involves the sale of securities under an arrangement
through which $75 of each $100 advanced by the investor is used to buy
series EE bonds in the name of the iuvestor. This investment will be
worth $100 at maturity in 10 years, The other $25 is invested in the
business enterprise sought to be financed. The Commission filed an
gction to enjoin this practice, 8. F. 0. v. W, Geoffrey Haynes, ™ alleg-
ing that, while the dIf)zfenr]ant unconditionally guaranieed the return
of the original investment, hie omitied to inform investors that only
one-fourth of the amount would be used in the business enterprise and
that three-fourths wounld be invested in Government bonds., The
complaint charged violations of both the fraud and registration pro-
visions of the Securities Act. A similav action, 8. &, . v. Jokn
Derryberry,? was instituted to enjoin violations of the registration
provisions of the Securities Act and the broker-dealer registration
provisions of the Securities Exchange Act of 1934. Derryberry en-
gaged in the purchase and sale of oil royalties, giving {0 each investor
& $100 Government hond to guarantee repayment of the investmnent
at the end of 10 years. Again only $25 of the investor’s money went
into the oil royalty. The Commission’s enforcement staff has been
able to deter several promotions of this type without court action and
was able to secure full disclosure of the features of the plan in still
other cases through filings made with the Comnission.

The Commission filed a complaint charging Louis’ A. Montague 1
with violating the registration provisions of the Securities Act in
connectlon with the leasing of apartments in a building under con-
struction. Under the terms of the agreement for leasé each applicant
was to loan o sum of money to Montague to be repaid within 1 year with

2y, 8. D C, E. D Pennsylvania.
17,8, D C., W, I), Louisiana,
H 0.8 D. (., District of Columbin,
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interest, at 5 percent. Upon service of the complaint the defendant
immediately discontinued all attempts to offer securities aud the action
was dismissed pursuant to stipulation.

8. E. C. v. Petrolewm Royalty Corp? and 8. E. (. v, Petrolewm
Bouthwest Corp)® were companion cases involving the activities of
one John R. Moroney, who was president of both companies. Judg-
ments were entered enjoining Moroney and the companies from selling
unregistered stock, Petroleum Royalty Corp. had been organized to
buy and sell oil royalties and Petroleum Southwest Corp. to produce
and sell petroleum products.

Other actions filed by the Commission to enjoin the sale of securities
in violation of the registration provisions of the Securities Act in-
cluded 8. £. . v. Fyre-Afist Inc.,'" involving o company organized for
the purported purpose of manufacturing and selling a device for the -
burning of oil and water to produce enormous heat ; S E.C.v. Amos .
Downs,® involving the president of Homestake Le Roi Mining Co.
who was selling ifs common stock without registration; &. £. €. v.
Dixieland Petrolewm Corp® in which the Commission enjoined the
sale of stock which had been issued to the company’s president in ex-
change for o1l leases and the sale of additional shares for the company
without making the necessary filing; and S. £, €. v. American Silver
Corp.,® in which an injunction was requested to prevent the defendant
from selling stock in a new company to be organized for the purpose
of taking over the assets of American Silver Co., which was at that
time in the bankruptey court pursuant to a chapter XT proceeding.

In 8. E. . v. Edmond Michel the Commission charged violations
of both the registration and fraud provisions of the Securities Act in
the sale of stock of Larmioc Sales Corp.  The complaint charged that
the defendants failed to register the stock and that in effecting sales
had made numerous false representations, ineluding statements that,
the Bureau of Narcotics of the Treasury Department had approved
the Larmloc device and had recommended its use by dealers in nar-
cotics; that it had been approved by Underwriters Laboratery, Ine.;
that use of the lock wou]g reduce burglary insurance rates; and that
the device was in use by banks, hotels, and stores in the Chicago area.

In the case of 8. E. €. v. Nye A. Wimer* the Commission charged
in its complaint for injunction that Wimer was selling unregistered
stock of Great Western Exploration Co. and Tennessee-Schnyllkill
Corp. by means of false representations concerning the stock. The
court upheld the right of the Commission to bring the action in Penn-
sylvania even though the defendant resided in California and had
never personally been present in the State of Pennsylvania or the
district in which the action was instituted. The court stated that
sections 20 and 22 of the Securities Act gave it jurisdiction to hear
the case since the sale took place within that district and the defendant
had participated in the sale. Other cases in which the Commission
charged violation of the fraud provistons of the Securities Act include

37, § D C, N. I, Texas

Wl 8 D, C., N. D-Texas,

1717, 8. D, C., D. Ohio.

¥ 1]: 8. D, C.. D, Colorado,

], & D. C., 8 D. New York,
oy, 8. D.C, 8 D. California,
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8. E. €. v. American Soil Products Co., Ine.* and 8. E. (. v. Ben
Clinton Banner.®

The complaint in 8. E. £. v. Metropolitan Mines Corporation, Lid.,®
was instituted duoring the 1947 fiscal year but resulted in the eniry of
a decree during the 1948 fiscal year requiring Metropolitan Mines
Corp. to file with the Commission annual reports as required by section
18 of the Securities Exchange Act of 1934, and reports of change of
ownership of equity securities by officers and directors as required by
section 16 (a) of that act, and enjoining the further sale of securities
without compliance with the registration requirements of the Secu-
rities Act. ;

" In connection with its investigative function it was necessary for the
Commission during the year to institute several actions to enforce
Commission subpenas. These subpenas, issued by officers. of the
Commission in connection with investigative activities, required wit-
nesses to appear and give testimony and in some cases to produce docu-
mentary evidence for examination. In each case the Commission was
successtul in obtaining the desired evidence. These cases were S, . O.
v. Oontinental-1llinois Bank & Trust Co. of Chicagos™ §. E. C. v,
Edward J. O’Connor;® 8. K. O.v. M. E. Harrison and Allen Hull;*
8. E.C.v. Tucker Corp?®

T'ucker Corp—During the past year the Commission institnted a
routine investigation relating to certain activities of the Tucker Corp.
Incident to the investigation it became necessary to examine certain
books and récords of the corporation and a reguest was made to the
officers to-permit such examination. When the corporation refused
to produce the records a Commission subpena was issued and upon
the failure of the corporation to respond to the subpena the Com-
mission anthorized the filing of an action in the United States District
Court in Chicago to obtain an order reguiring compliance with the
subpena.- Subsequent to the filing of answers and argument on the
issues involved, the court entered an order directing the Tucker Corp.
to produce the books and records in compliance with the subpena to
be examined by an ofticer of the Commission at the plant of the
corporation. .

Kaiser-Frazer Corp-—One of the major investigations by the Com-
mission during the fiscal year concerned the collapse of the third offer-
ing of common stock of the Kaiser-Frazer Corp.®® On January 6, 1948,
the Kaiser-Frazer Corp. filed with the Commission a registration
statement covering a proposed offering of 1,500,000 shares of common
stock. Otis & Co., First California Co., and Allen & Co. were named
as underwriters. Delayimg amendments were filed by the issuer to pre-
vent, the statement’from becoming effective 20 days after the filing.
On February 2, 1948, the registration statement still not being effec-
tive, counsel for the corporation inquired of the Commission’s staff
concerning the propriety of the issuer stabilizing the market in its
securities prior to the time of the offering. They were advised that
this could be done within certain prescribed limits and it was indi-
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cated to the staff that the issuer proposed to stabilize in this manner
on the following day. On February 3, 1948, total trading for the
day amounted to 186,200 shares compared with approximately 7,000
shares on the New York Curb on the previous day. All of the shares
were purchased by Kaiser-I'razer at $13.50 per share in its stabiliza-
tion effort. It was decided to conduct a private investigation for the
purpose of determining the circumstances surrounding this large
volume of trading. The private investigation disclosed facts which,
in the judgment of the Commission, warranted a public investigation
in the mattér and such investigation was ordered by the Commission
on March 23, 1948, -

Public hearings began on April 12, 1948, in Washingion and were
subsequently held in seven other cities throughout the United States.*
These hearings disclosed that after the registration statement had
become effective at 5:30 p. m. on February 3, 1948, the offering which
was made at $13 per share had gone poorly and that at about 12:30
p. m. (e. s t.) on February 4 the underwriters, Otis & Co., First Cali-
fornia Co., and Allen & Co., who were then stabilizing for their own
account, had terminated the selling group and withdrawn the offering,
The investigation disclosed that on February 9, 1948, which was
the day for settlement between the issuer and the underwriters, Otis
& Co. and First California Co. stated that they were not bound: by the
underwriting agreement. This statement was based on a provision in
the contract which provided that no material litigation not disclosed
in the prospectus should be pending against the issuer at 10: 00 a. m. on
the date of settlement. A derivative action had been filed against the
issuer in the county court for Wayne County, Mich., on that date, by
one James F. Masterson, a Philadelphia attorney, as plaintiff. He
was represented by David V. Martin, a Detroit attorney.

A number of circumstances raised serious questions m connection
with this lawsuit. Among them was the fact that Marvin C. Harrison
and Allen Hull, iwo Cleveland attorneys, testifted under order of Judge
Lederle in the United States District Court at Detroit * that they had
been retained by Cyrus Eaton, the principal stockholder of Otis & Co.,
ta go to the Wayne County Court in Detroit on February 9 to determine
whether a suit similar to the Masterson suit had been filed against the
Kaiser-Frazer Corp. Harrison and Hull refused to supply any infor-
mation other than the identity of their client and based such refusal on
the attorney-client privilege. The investigaiion remains open.®

3 New York, Cleveland, Qincinnati, Detroit, Chicago, San Francisco, Los Angeles.

#In the course of Lhis investigution it has on three occasions been necessary for the
Commission to invoke the aid of Federal district courts to effect compliance with its sub-
penad. In addition to the action referred to above, the Commission bas ipstituted a similnr
action against the same defendants in the Federal District Court for the District of Colum-
bin usking thut the court order them to disclogse the contents of commynieations which
would normally fall under the attorney-cilent privilege, upon the ground that the Commis-
slon bad made » prima facie showing that they were retained by Eaten for a fraudulent
purpose, Judge Morris of that court hay refused to enforce the subpena. The Commission
alse intervened in an action in the Federal district court in Cineinnati wherein the Forts-
mouth Steel Co. seught to enjoin ithe telephone eompany from producing, in complinnee with
a Commission subpena, certain telephone toll tickets covering calls made by certain officers
of Portsmouth Steel Co. 'These papers were subsequently obtiined, These matters are more
fully covered in the section of thig report relating to litigntion under the Securities Tx-
change Act of 1934,

. ¥ O0n August 12, 1948, the Commission anuouneed the institution of broker-dealer revoca-
tion proceedinga apainat OLis & Co. based on alleged vielations of gections 5 and 17 of the
Seeurlties Act of 1933 and sections 10, 15 () and 0 {a) (4) of the Becurities Exchange Act
of 1934. At the same time it wus announced that similar proceedings had been instituted
against First California Co. based solely on alleged vicolation of section § of the Securities
Act of 1933, The ingtitution of both of these actions was based on facts disclosed by the
invegtigation,



PART II

ADMINISTRATION OF THE SECURITIES EXCHANGE ACT
OF 1934

The Securities Exchange Act of 1034 is designed to eliminate fraud,
manipulation, and other abuses in the trading of securities both on the
organized exchanges and in the over-the-counter markets, which to-
gether constitute the Nation’s facilities for trading 1n securities; to
make available to the public information regarding the condition of .
corporations whose securities are listed on any national securities
exchange; and to regulate the use of the Nation’s credit in securities
trading. The authority to issue rules on the use of credit, in securities
transactions is lodged in the Board of Governors of the Federal Re-
serve System, but the administration of these rules and of the other
provisions of the act is vested in the Commission.

The act provides for the registration of national securities exchanges,
}:]n-o%(ers, and dealers in securities, and associations of brokers and
dealers. <

REGULATION OF EXCHANGES AND EXCHANGE TRADING

Registration of Exchanges

Each securities exchange in the United States is required by section
5 of the act to register with the Commission as a national securities
exchange or to apply for exemption from such registration. Under this
section, exemption from registration is available to exchanges which
have such a limited volume of transactions effected thereon that, in the
opinion of the Commission, it is unnecessary and impracticable to re-
ql“im thetr registration. During the fiscal year the number of ex-
changes registered as national gecurities exchanges remained at 19 and
the number of exchanges granted exemption from such registration re-
mained at 5. '

The registration or exemption statement of each exchange contains
information pertinent to its organization, rules of procedure, mem-
bership, and related matters. To keep this information up to date
the 24 exchanges filed a total of 102 amendments to their statements
during the 1948 fiscal year. Each of these amendments was reviewed
to ascertain that the change involved was not adverse to the public
interest and that it was in-compliance with the relevant provisions of
the act. The nature of the changes effected by the exchanges in their.
constitutions, rules, and trading practices varied consideruﬁly. Some
of the more significant of these changes ave briefly outlined below.

Baltimore Stock Exchange reinstated a rule, which had been re-
scinded in 1939, prescribing requirements for companies desiring to
remove their securities from listing on that exchange.

Chicago Stock Exchange, following several years of study and trial
operation, adopted a plan enabling 1is out-of-town members to clear
. their own exchange transactions by mail. The primary objective of

24
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the plan was to extend equal opportunities fo all members and to
develop a better exchange market by providing present and pro-
spective out-of-town members with an added profit mecentive to develop
exchange business and to act as specialists in 1ssues which are of public
interest in their respective Joealitiec. _

Cincinnati Stock Exchange and Philadelphia Stock Exchange each
increased their rates of listing fees. In addition to the revised schedule
of listing fees, Cincinnati also adopted an annual service charge pay-
- able by all companies having securities listed on that exchange.

San Francisco Stock Exchange adopted amendments to its consti-
tution permitting corporations to become regular members of that
exchange. Previously, corporations were eligible only for associate
membership in the exchange.

New York Stock Exchange adopted, effective November 3, 1947, a
schedule of increased commission rates on stocks selling at 50 cents
or more per share. Under the new schedule, commission rates are
computed on the basis of the amount of money involved in a transaction
aggregating not more than 100 shaves rather than on a rate-per-share
basis a8 in the past. Iollowing this action by the New York Stock
Exchange, 12 of the 17 regional exchanges also adopted revised sched-
ules of commission rates which are, in many instances, identical with
the new rates of the New York Stock Exchange. The New York
Curlb Exchange, however, did not effect any changes in its schedule
of commission rates,

In the latter half of 1947, the Board of Governors of the New York
Stock xchange placed greater restrictions on members’ trading for
their own aceount on the floor of the exchange. The modified floor
trading rules, adopted in February 1947, prohibit any purchase of
a stock by a floor trader at a price above the last sale price. Under
the policy adopted by the e.\:clhnnge several months later, purchases
cannot be made at a price above the last preceding different price
if that price is lower than the last sale price. Purchases at such a
price by floor traders, individually or as a group, are limited to 300
shares or 30 percent of the amount offered at that price, whichever
is greater.  In April 1948 the 30 percent limit was raised to 50 percent.
An exception to this policy may occur if there is an interval of 15
minutes during which no purchases by floor traders have been made.
After such an interval, floor traders may again purchase stock subject
to the limitations in the ruling. In addition, a floor trader who
acquires stock off the floor must sell that stock off the floor,

Washington Stock Exchange, in an attempt to improve its service
to the public and to provide facilities for the execution of transactions
on the exchange which theretofore had heen executed either over the
counter or on another exchange, extended its hours of trading to
coincide with those of the major exchanges. Only securities which are
traded on the Washington Stock Exchange as well as on another ex-
change are eligible for trading during the new extended hours. Mem-
bers continue to meet from 11:15 a. m. to noon each day as in the
Past to execute transactions in securities traded solely on the Washing-
ton Stock Exchange as well as in dually traded securities. The new
trading hours went into effect on July 15, 1948,
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Disciplinary Actions by Exchanges Against Members

Pursnant to » request of the Commission, each national securities
exchange reports to the Commission any action of a disciplinary na-
ture talen by the exchange against one of its members or an employee
of a member for violation of the Securities Exchange Act, any rule
or regulation thereunder, or of any exchange rule. During the year
8 exchanges reported such actions against a total of 34 members,
member firms, and partners or employees of member firms,

In nine of these cases the individual or firm involved was censured
for an infraction of the rules and warned against further violations.
The remaining actions taken included fines ranging from $50 to $2,500
in 12 cases with total fines aggregating $6,450; the expulsion of an
individual from exchange membership; the suspension of an individ-
‘ual and his firm from exchange membership for a period of 90 days;
the suspension of five individuals from exchange membership for
periods ranging from 8 months to 1 year; the suspension of two reg-

istered representatives of a member firm for a peried of 2 months;
- and the cancellation of registration of three specialists in certain of
their stocks. The disciplinary actions resulted from violations of
various exchange rules, principally those pertaining to partnership
agreements, capital requirements, handling of accounts, floor trading,
registered employees, and specialists. -

Market Value and Volume of Exchange Trading

The market value of total sales effected on national securities ex-
changes for the 1948 fiscal year, as shown.in appendix table T,
amounted to $13,982,441,000, a decrease of 5.9 percent from the mar:
ket value of total sales for the 1947 fiscal year. Of the total, stock
sales (excluding value of right and warrant sales) had a market
value of $12,899,694,000, a decrease of 6.2 percent from 1947, and bond
sules that of $096,747,000, an increase of 2.4 percent over 1947. The
market value of right and warrant sales totaled $36,000,000, involving
35,323,000 units. . :

The share volume ‘of stock sales (excluding unit volume of right
and warrant sales) for the 1948 fiscal year totaled 536,749,000 shares,
a decrease of 3 percent from the preceding fiscal year. Total prin-
cipal amount of bond sales was $1,356,372,000, an increase of 0.5
percent over 1947, ;

The market value of total sales effected on exempted cxchanges
for the 1948 fiscal year amounted to $9,899,000, a decrease of 18.5
percent from 147,

Special Offerings on Exchanges

Under rule X-10B-2, special offerings of blocks of securities are
permitted on national securities exchanges pursuant to plans filed
with and declared effective by the Commission. Briefly stated, these
plans provide that a special offering may be made when it has been
determined that the auction market on the floor of the exchange can-
not absorb a particular block of & security within a reasonable period
‘of time without undue disturbance to the current price of the se-
curity. A special offering of a security is made at a fixed price
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consistent with the existing auction market price of the security
and members acting as brokers for public buyers are paid a special
commission by the seller. Buyers are not charged a commissien on
their purchases and obtain the securities at the net price of the offer-
ing. During the year the Los Angeles Stock Exchange became the
eighth national securities exchange to file and have declared effective
by the Commission a plan for special offerings. The plan of the
Los Angeles Stock Exchange is generally similar to the plans of the
other exchanges previously declared effective and which remained in
effect throughout the year.!

Three of the eight exchanges having plans in effect reported that
a total of 25 special offerings were effected during the year. These
offerings involved the sale of 332,999 shares of stock having an aggre-
gate market value of $8,503,000. The size of these offerings ranged
from one with a market value of $1,768,000 to one valued at $52,000,
Brokers participating in these offerings were paid a total of $222,000
in special commissions. By comparison, in the preceding fiscal year
a total of eight special offerings involving 104,814 shares of stock
having a market value of $2,852,000 were effected on two exchanges,
with special commissions paid to brokers totaling $68,000. Further
details of special oﬁerings during the 12-month period ended June 30,
1948, are given in appendix table 8. '

Secondary Distributions Approved by Exchanges

A “secondary distribution,” as the term is used in this section, is &
distribution over the counter by a dealer or Lgroup of dealers of a com-
paratively large block of a previously issued and outstanding security
listed or admitted to trading on an exchange. Such offerings take
place when it has been determined that it would not be in the best in-
terest of the various parties involved to sell the shares on the exchange
in the regular way or by special offering. The distributions generally
take place after the close of exchange trading. As in the case of
special offerings, buyers obtain the security from the dealer at the net
price of the offering which usually is at or below the most recent price
registered on the exchange. It is generally the practice of exchanges
to require members to obtain the approval of the exchange before
participating in such secondary distributions. Registration of such
distributions under the Securities Act of 1933 may also be necessary.

During the year 5 exchanges reported having approved a total of
83 secondury distributions under which 6,347,361 shares of stock having
an aggregate market value of $152,803,000 were sold. Of these, 78
distributions involving the sale of 6,273,290 shares having a market
value of $150,019,000 were completed, while 74,071 shares having
a market value of $2,784,000 were sold in the 5 distributions which were

1These exchanges are: Chicapo Stock Exchange, Cincinnati- Stock Exchange, Detroit
Stock Exchange, New York Curb Exchange, New York Stock Exchange, I'hiladelphia Stock
Exchange, and San Francisco Stock Exchange.
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not completed. Further details of secondary distributions of ex-
change stocks are given in appendix table 12,

s

REGISTRATION OF SECURITIES ON EXCHANGES

Purpose and Nature of Registration

The statutory purpese of making available currently to investors
reliable and comprehensive information as to the affairs of companies
which have securities listed on a national securities exchange is accom-
plished by requiring each such company to file with the Commission
and the exchange an application for registration which discloses such
data. Unless a security is so registered pursuant to section 12 of the
act (or has unlisted trading privileges), 1t is unlawful to trade in the
security on the exchange, 1n order to keep this information up to
date, section- 13 requires the filing by these companies of annual,
quarterly, and other periodical reports.

Examination of Applications and Reports

All applications and reports filed pursuant to sections 12 and 13
are examined by the staff to determine whether aceurate and adequate
disclosure lias been made of the specific types of information required
by the act and the rules and regulations promulgated thereunder.
The examination under the Securities Exchange Act, like that under
the Securtties Act of 1933, does not involve an appraisal and is not
concerned with the merits of the registrant’s securities, When exami-
nation of an application or a report discloses that material information
has been omitted, or that sound principles have not been followed in
the preparation and presentation of accompanying finaneinl data,
the examining stafl follows mmch the same procedure as that devel-
oped in its work under the Securities Act in sending to the registrant
a letter of comment, or in holding a conference with its attorneys or
accountants or other representatives, pointing out any inadequacies
in the information filed in order that necessary correcting amend-
ments may be obtained, Here again, amendments are examined in the
same manner as the original documents. Where a particular inade-
quacy is not material, the registrant is notified by letter pointing out
the defect and suggesting the proper procedure to be followed in the
sreparation and filing ot future reports, without insistence upon the
}iling of an amendment to the particular document in question.

Statistics of Securities Registered on Exchanges

At the close of the fiscal year, 2,209 issuers had 3,539 security issues
listed and registered on national securvities exchanges. These securi-
ties consisted of 2,575 stock issues aggregating 2,837,496,642 shares,
and 964 bond issues aggregating $19,224,375,537 prineipal amount.
This represents increases of 182,432,292 shares and $797,621,682 prin-
cipal amount, respectively, over the securities registered on national
seculrities exchanges at the close of the 1947 fiscal year. '

During the fiseal year 49 new issuers registered securities under the
act on national securities exchanges, while the registration of all
securities of 55 issuers was terminated, prineipally by reason of retire-
ment and redemption and through mergers and consolidations. No
proceedings were instituted during the year under section 19 (a) (2)
of the act to deny, suspend, or withdraw the registration of a
security.
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The following applications and reports were filed during the fiscal
yeur in conneetion with the listing and registration of securities on
national securities exchanges: .

Applications  for registration of securities on  national  eeurities

exchanges . e 134
Applications for registration of unissted securities for fwhon issued
trading on national securities exchanges_ . __ £3

Exemption statements for trading short-term wurrants on national securi-

ties exchanges___.____ . __..__.__ e
Annual reports__
Current reports__ e T,

Amendments to applications #nd reports_______ U 1,101
TEMPORARY EXEMPTION OF SUBSTITUTED OR ADDITIONAL
’ SECURITIES

Rule X-12A-5 provides a temporary exemjnion from the regls-
tration requirements of section 12 {a) of the act to sccuritics issued
in substitution for, or in addition to, sceurities previously listed.or
admitted to unlisted trading privileges on a national securitics ex-
change. The purpose of this exemption is to enable transactions to
be Inwfully effected on an exchange in such substituted or additional
securities pending their registration or admission to unlisted trading
privileges on an exchange.

The exchunges filed notifications of admission to trading under
this rule with respect to 10l issues during the year. The same issue
was admitted to trading on more than one exchange in some Instances,
so that the total admissions to such trading, ineluding duplications,
nunibhered 143, -

UNLISTED TRADING PRIVILEGES ON EXCHANGES

Unlisted trading on exchanges is of two principal varieties. The
one variety 1s in issues listed and registered on some other registered
exchange, in which case the public enjoys the protections afforded by
the listing and registration under the Securities Exchange Act. A
great majority of these issues ave listed on Naw York Exchange and
admitted to unlisted trading on various exchanges in other cities. The
other -variety is in issues not lHsted nor registered on some other reg-
istered exchange. Most of such issues are admitted Lo unlisted trading
on New York Curb Exchange alone. In their case the public is not
protecied by any listing agreement with the issier notr by the financial
reporting requirements of section 13, the proxy rules under section
14, and the “trading by insider” reporting and penalty clauses of sec-
tion 16 of the Securities Exchange Act, except to the extent that the
issuers or issues are registered under other acts administered by the
Commission containing similar requirements.

Exchange trading in issues admitted to unlisted trading prior to
March 1, 1934, 1s permitted to continue under section 12 (f) (1) of
the Securities Exchange Act. The further admission -of 1ssues to
unlisted trading, however, has been prohibited except to the extent
permitted under section 12 (f) (2), in the case of issues already listed
and registered on some registered exchange,? and under section 12
(f) (3), in the case of issues not so listed and registered, as more
specifically outlined under the next subheading “Applications for Un-
listed Trading Privileges.” ® ' ‘

? “Registered exchanges™ and “national sceurities cxchanges are used zynonymeusly in
thia seetiomn.. ) . v

¥ The subject is treated at length in the Tenth Annual Keport under ~Unlisted Tra.ﬂing
I’rivileges on Securities Exchanges,”
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Ten years ago, on June 30, 1937, the status of unlisted issues on the
registered exchanges was as follows: :

Stocks listed on Some other registered exchange... . __ b54
Stocks not listed on any registered exchange_ e 737
Bonds listed on some other registered exchange ____________________. 42
Bonds not listed on any registered exchange. . ' 550

1,883

These issues were practically all in the section 12 (£} (1) category of
securities ndmitted to unlisted trading prior to March 1, 1934.

Since the first grant in April 1937 of an application by an exchange
under section 12 (f} (2) for unlisted trading in stocks listed on some
other registered exchange, there have been 524 admissions of such
stocks to the various exchanges. The number of issues involved is
less than this figure because many issues have been admitted to un-
listed trading on two, three, or more exchanges. These admissions of
stocks under section 12 (f) (2) have, however, barely maintained
the number of listed stocks traded unlisted on other exchanges, which
has fallen from 554 in 19387 to 542 in 1948. The grants have tended
to make the same stocks available on numerous exchanges and to
substitute currently active stocks in offset to the many retirements of
isfsues )originally admitted to unlisted trading under section 12

1).

( %)r(lly seven stock issues have been admitted to unlisted tradin% on an
exchange {one of them on two exchanges) under section 12 (f) (3).
Only two of these were common stocks, and one of these has been re-
moved from unlisted trading on New York Curb Exchange by reason
of listing on New York Stock Exchange. In addition, one of the pre-
ferred stocks has become listed also on Philadelphia Stock Exchange.
Thus only five stocks, including four preferred and one common, ad-
mitted to trading under section 12 (f) (3) retain that status and are
not listed on any registered exchange.

Admissions of bonds under sections 12 (£) (2) and 12 (f) (3) have

" totaled 49, but retirements have exceeded admissions, and only 20 of
the issues are still outstanding. It has become unusuval to apply for
bond admissions under these sections, except in case of very large, and
particularly convertible, issues. :

The status of unlisted issues on the registered exchanges as of June
30, 1948, was:

Stocks listed on some other registered exchange.. ..  ____ .. e D42
Stocks not listed on any registered exchange.. .. ____.__________________ 353
Bonds listed on some other registered exchange ____ .. __ 12
Bonds not listed on any reglstered exchange___________________ _________ 85

' 902

There has been a great disappearance of issues, in all except the first
category, from the figures of 1937. The principal shrinkage has been
in stocks and bonds not listed on any registered exchange, and this,
as has been frequently stated in these reports, was the expectation of
Congress when it authorized continuance of such privileges in 1936.

e 353 stocks admitted to unlisted trading without being listed on
any registered exchange aggregated 354,477,579 shares, warrants, and
receipts as of June 30, 1948. The reported volume of trading in these
stocks for the calendar year 1947 was 21,056,358 units, including
14,889,271 domestic shares, 3,046,387 Canadian shares, 2,312,700 wax-
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rants, and 808,000 American depositary receipts. The 354,477,579
unlisted shares were about 11 percent of the total 3,196,160,946 shares
admitted to trading on the registered exchanges, and the 21,056,358
reported volume was a little over 4 percent of the total 512,475,639
share and warrant volume on the registered exchanges for the calendar
year 1947. Comprehensive figures with respect to 1ssues and volumes
on exchanges will be found in appendix tables 7 to 16, inclusive.
Applications for Unlisted Trading Privileges

Section 12 (£) (2) of the act provides that, upon application to and
approval by the Commission, a national securities exchange may ex-
tend unlisted trading privileges to a security which is listed and regis-
tered on another national securities exchange. Pursuant to this sec-
tion, and in accordance with the procedure prescribed by rule X-12F-1,
applications were granted during the year extending umlisted tradin
privileges to Boston Stock Exchange in 12 stock issues; Chicago Stoc
Exchange, 2 stock issues; Cleveland Stock Exchange, 1 stock issue;
Detroit Stock Exchange, 1 stock issue; Los Angeles Stock Exchange,
23 stock jssues and 1 bond issue; New York Curb Exchange, 1 stock
issue; Philadelphia Stock Exchange, 4 stock issues; St. Louis Stock
Exchange, one stock issue; San Francisco Stock Exchange, 1 stock
issue and 1 bond issue. An application of Boston Stock Exchange
involving one stock issue and an application of San Francisco Stock
Exchange involving one bond issue were withdrawn by these exchanges
after they had been advised that they did not meet the requirements
prescribed by the rule.

Section 12 (£) (3) of the act permits the Commission to grant
an exchange’s application for the extension of unlisted trading privi-
leges to a security which is not listed and registered on another na-
tional securities exchange if investors have, respecting such a se-
curity, protections equivalent to those provided for in the act regard-
ing listed securities. An application of New York Curb Exchange
under this seciion twas granted with respect to Cities Service Co.
3-percent sinking fund debentures, due January 1, 1977, on the ground
that equivalent protection was afforded to the public from the fact
that the.common stock of the same company was listed and registered
on other national securities exchanges.

Changes in Securities Admitted to Unlisted Trading Privileges

During the year the exchanges filed numerous notifications pur-
suant to rule X-12F-2 (a) of changes in title, maturity, interest rate,
par value, dividend rate, or amount authorized or outstanding of
securities udmitted to unlisted trading privileges. Where changes of
this nature only are effected in an unlisted security, the altered se-
curity is deemed for the purposes of the Securities Eﬁxchange Act to
be the security previously admitted to unlisted trading privileges
and such privileges are automatically extended to the altered security.
However, when changes more comprehensive than these are effected
in an unlisted security, the exchange is required to file an application
with the Commission, pursuant to rule X-12F-2 (b), seeking a de-
termination that the altered security is substantially equivalent to
the security previously admitted to unlisted trading privileges. Ap-
plications filed pursuant to this rule were granted by the Commission
with respect to one stock issue on Boston Stock Exchange; one stock
issue on Detreit Stock Exchange; four stock issues on New York
Curb Exchange; three stock issues on Philadelphia Stock Exchange:
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one stock issue on Pittsburgh Stock Exchange; and one stock issne
on San Francisco Stock Exchange. The Commission denied applica-
tions of the Boston, Detroit, Philadelphia, and Pittsburgh Stock
Exchanges and New York Curb Exchange with respect to a total
of three stock issues..

DELISTING OF SECURITIES FROM EXCHANGES

Securities Delisted by Application

Section 12 (d) of the act provides that upon "Lpp]lcatlon by the
issuer or the exchange to the Commission, a security may be removed
from listing and registration on a national securities exchange in ac-
cordance with the rules of the exchange and subject to such terms as
the Commission deems necessary for the protection of investors,
1n accordance with the procedure prescribed by rule X-12D2-1 (b),
10 issues were removed from listing and registration on e\(,h‘mfres
during the year. Of these, 3 1ssues were removed upon upp]icntion
of their issuers and the remaining 7 upon application of exchanges.
In ench of these instances the applicution was granted without the
imposition of any terms by the Commission. :

Of the three issues removed upon application of their issuers, one
had not been traded on the exchange involved for a period of 6
months ; the mining properties of the issuer of one had not been in oper-
ation for the past 20 years, there was no immediate prospect for
resumption of such operations, and there was an insufficient number
of shares outstancling in the hands of a very few public stockholders
tojustify continuance of listing and registration of the issue which had
been suspended from trading on the exchange involved for the past
2 years; the remaining jssue was removed from one of the two
exclmnges on which it was listed and registered for the reason that the
small number of transactions effected on one of the exchanges did not
justify the expenses resulting from the maintenance of a coregistrar
and cotransfer agent and additional legul services in the State in which
the exchange was located.

The removal .of the seven issues upon apphcatlon of exchanges-
was occasioned by various events which had the effect of practically
terminating public interest in the issues involved, These included
situations where the issuer was no longer operating; where the issuer

vas in process of lignidation; where the financial condition and future
]n'ospects of the issuer did not warrant continuation of listing and
registration of the issue; and where the number of shares of the isstie
outstanding in public hands.had been greatly reduced.

Securities Delisted by Certification

Securities which have been paid at maturity, redeemed, or retired in
full, or which have become exchangeable for other securities in sub-
stitution therefor, may be removed From listing and registration on a
national securities exchange upon the e\dnuwe s filing with the Com-
mission a certification to the effect that such retlrement has occurred.
The removal of the security. becomes effective automatically after the
interval of time prescribed by rule X-12D22 (a). The exchanges
filed certifications under this rule effecting the removal of 227 sepamte
issues. In some instances the same issue was removed from more
than one exchange, so that the total number of removals, including
duplications, was 984, Successor issues to those removed became

‘listed and registered on exchanges in many instances,
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In accordance with' the provisions of rule X-12D2-1 (d), New
York Curb Exchange removed 15 issues from listing and registration
when they became listed and registered on New York Stock Exchange.
This rule permits a national securitics exchange to remove a security
from listing and registration in the eveut trading therein has been
terminated pursuant to a rule of the exchange which requires such ter-
mination due to the security’s becoming listed and registered and
admitted to trading on another exchange. Removal under this rule is
automatic, the exchange being required merely to notify the Commis-
sion of the removal. ' '

Securities Removed From Listing on Exempied Exchanges

A security may be removed from listing on an exempted exchange
upon the filing by such exchange of an appropriate amendment to its
exemption statement setting forth a brief statement of the reasons
for the removal.

Three exempied exchanges vemoved 11 issues from listing thereon
during the year. The removal of these issues was occasioned by such
events as calling of the issue for redemption, dissolution of the Issuer,
or substitution of a new security under a plan of reorganization.
Exempted Securities Removed From Exchange Trading

During the year Chicago Stock Exchange and New York Stock
Exchange removed from trading a total of 19 separate issues which
had heen temporarily exempted from the vegistvation requirements of
section 12 (a) of the act pursuant to either rule X-12A-2 or rule
X-12A-3. One of these issues had been paid at maturity while the
remaining issues were retired in various manners under plans of
reorganization of their issuers.

MANIPULATION AND STABILIZATION

Sections 9, 10, and 15 of the Securities Exchange Act empower the
Commission to prohibit manipulation and to regulate manipulative
devices. Section 9 of this act forbids certain specifically described
forins of manipulative activity, Transactions which create actual or
apparent trading activity or which raise or lower prices, if they are
cffected for the purpose of inducing others to bny or sell, are declared
1o be unlawful, Certain practices designated as “wash sales™ and
“matched orders” effected for the purpose of creating a false or mis-
leading appenarance of active trading or o false or inisleading appear-
ance with respect to the market; for a security ave declaved to be illegal.
Persons selling or offering securities for sale are prohibited from
disseminating false information to the effect that the price of the
security will, or is likely to, rise or fall because of market operations
conducted for the purpese of 1ruising or depressing the price
of a security. Persons selling or purchasing scenrities ave forhid-
den to make false or misleading statements of material facts, with
knowledge of their falsity, regarding securities for the. purpose of
inducing the purchase or sale of such securities. Sections 10 and 15 -
empower the Commission to adopt rules and regulations to define and
prohibit the use of new forms of manipulation which the Commigsion
might encounter from time to time.

ursuant to statutory authority, the Commission has adopted rules
and regulations to aid it in carrying out the expressed will of Congress,
The three above-mentioned sections, as angmented by rules and regu-
lations, are aimed at freeing the security markets from artificial influ-
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ence, thus insuring the maintenance of fair and honest markets and
allowing prices to be established by supply and demand.

Manipulation

The Commission’s purpose in its administration of the provisions of
the Securities Exchange Act against stock-market manipulation is to
provide policing of the stock exchange markets and the over-the-
counter markets sufficient to accomplish the elimination of manipula-
tive practices without interfering with the legitimate functioning of
these markets. 1In order to accomplish this, the Commission has con-
tinuously modified and sought to improve its procedure for the syste-
matie surveillance of trading in securities. The methods used to de-
tect manipulation have, of necessity, been elastic in character since
techniques employed by manipulators have changed constantly, in-
creasing in subtlety and complexity. .

The staff scrutinizes price movements in approximately 7,500 securi-
ties, including 3,500 traded on exchanges and 4,000 in the over-the-
counter markets. The information maintained with respect to these
securities includes not only data reflecting the market action of such
securities but also includes news items, earnings figures, dividends,
options, and other data which might explain price and volume changes.
When no plausible explanation can be found for an unusual movement
in any security, the matter may be referred to the appropriate regional
office of the Conmimission for a field investigation. For reasons of
policy, the Commission keeps confidential the fact that trading in a
given security is under investigation, lest knowledge of the existence
of such investigation unduly atfect the market or reflect unfairly upon
individuals whose activities are being investigated. As a result, the
Commission occasionally receives criticism for failing to investigate
situations when in fact it is actually engaged in an intensive investiga-
tion of those very matters. '

The Commission’s investigations in respect to matters involving
unusual market activity take two forms. The “flying quiz,” or pre-
liminary investigation, is designed to detect and discourage incipient
manipulation by a prompt determination of the reason %or unusual
market behavior. Often the results of a flying quiz point to a legiti-
mate reason for the activity under review and the case is closed. Fre-

uently facts are uncovered which require more extended investiga-
tion, and in these cases formal orders of investigation are issuedgby
the Commission. In a formal investigation, members of the Com-
mission’s staff are empowered to subpena pertinent material and to
take testimony under oath. In the course of such investigations, data
on purchases and sales are often compiled covering substantial periods
of time and trading operations involving considerable quantities of
shares are scrutinized.

The Commission operates on the premise that manipulation should
be suppressed at its inception. Many of the cases investigated never
come to the attention of the public because the promptness of the
Commission’s investigation, through the flying quiz technique, stops
the manipulation before it 1s fully developed. Sinee public losses are
seldom recoverable even though tﬁe perpetrator of a fraud is brought
to justice it is believed that the investigatory methods adopted afford
important protection to the public.

-
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A tabular summary with respect to the Commission’s trading in-
vestigations follows:
Trading investigations

Flying Formal
guizzes inpeatign-

tiony

Pending June 80, 1947 _ . __ .- ) | T34
Initiated July 1, 1947, to June 30, 1948, ____ . _______:. 147 2

Total to be accounted for_ ... . ___ ‘238 36
Changed to formal investigation____._.__.___._.______ ... 2 -
Closed or completed _______ e - U8 .9

Total disposed of .________________._ e 100 9
Pending June 30, 1948 _ _ _____ __________ . ___.. 138 27
Stahilization

During the 1948 fiscal year the Commission continued the adminis-
tration of rules X-17A-2 and X-9A6-1. Rule X-17TA-2 requires the
filing of detailed reports of all transactions incident to offerings in
respect of which a registration statement has been filed under the
Securities Act of 1933 where any stabilizing operation is undertaken
to facilitate the offering. Rule X-9A6-1 governs stabilizing trans-
actions effected to facilitate offerings of securities registered on na-
tional securities exchanges, in which the offering prices are represented
to be “at the market” or at prices related to market prices.

Of the 449 registration statements filed during the fiscal year, 199
contained a statement of intention to stabilize to facilitate the offer-
ings covered by such registration statéements. Becaunse a registration
statement sometimes covers more than one class of security, there
were 222 offerings of securities in respect of which a statement was
made, as required by rule 426 under the Securities Act, to the effect that
a stabilizing operation was contemplated. Stabilizing operations were
actually conducted to facilitate 71 of these offerings, prineipally the
stock offerings. In the case of bonds, public offerings of three issues
aggregating $26,084,000 in principal amount were stabilized. Offer-
ings of stock issues aggregating 23,370,892 shares and having an esti-
mated aggregate public offering price of $335,147,302 were also sta:
bilized. In connection with thesge stabilizing operations, 8,579 reports
were filed with the Commission during the fiscal year. Each of these
reports has been analyzed to determine whether the stabilizing activ-
ities were lawful,

" 'To facilitate compliance with the Commission’s rules on stabilizing

and to assist issuers and underwriters to avoid viclation of the statu-
tory provisions dealing with manipulation and frand, many confer-
ences were held with representatives of such issuers and underwriters,
and many written and telephone requests were answered. A total
of 1,002 letters, memoranda relating to such conferences and tele-
phone requests, and memoranda to the regional offices of the Com-
miseion wer written in connection with the administration and en-
forcement of the stabilization and manipulation statutory provisions
and regulations.

- 81380240 4
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SECURITY TRANSACTIONS OF CORPORATION INSIDERS

Under section 16 (a) of the Securities Exchange Act of 1934, sec-
tion 17 (a) of the Public Utility Holding Company Act of 1935, and _
section 30 (f) of the Investment Company Act of 1940, during the
past 14 years 43,243 corporate “insiders” of more than 3,000 issuers
have filed 290,241 reports covering their transactions in and holdings
of securities of their companies. Such reports must be filed by bene-
ficial owners of more than 10 percent of any class of an equity security
which is listed and registered on a national securities exchange; offi-
cers and directors of the issuers of any security so listed ; officers and
directors of registered public utility holding companies; and oflicers,
directors, beneficial owners of more than 10 percent of any security
(other than short-term paper), members of advisory boards, invest-
ment advisers, and affiliated persons of investment advisers of reg-
istered closed-end investment companies. An initial report is required
of these persons showing their beneficial ownership of securities of
their companies at the time any of these relationships is assumed, and
a report setting forth purchases, sales, or other changes is required
for each calendar month thereafter 1n which any change in beneficial
ownership of these securities occurs.

Examination and Dissemination of Information

While, in general, the Nation’s principal organized security markets
are located in the larger financial centers of the country, security
ownership, particularly of the larger issues, is divided among thou-
sands of large and small investors scattered throughout the coun-
try. The primary purpose of security ownership reports is to make
available to investors, wherever located, information as to the trans-
actions of insiders in their companies’ securities. Members of the staff
examine all reports filed to determine their compliance with the stat-
utory requirements, and request amended reports where innccuracies
or omissions appear. Documents and reports filed under other sec-
tions of the various acts administered by the Commission and data
published by various financial news services must also be examined
for current information as to corperate nctions involving siluations
or transactions in which ownership reporls must be filed. Where
any report is not received within the prescribed time, necessary steps
ave taken to secure its prompt filing.

All ownership reports ave available for public inspection ag soon
as they are filed at the Commission™s office in Washington, and in
the case of reports under section 16 (a} of the Securities Exchange
Act also at the exchanges where additional copies of such reports
must be filed. Recognizing the limited opportunity of many indivi-
dual investors to inspect the reporis in person at ‘Washington or at
the exchanges, the Commission in addition condenses the information
contained in the actual reports and publishes a monthly Official Sumn-
mary of Security Transactions and Holdings which is mailed to any
interested person who requests it. This publication has a wide dis-
tribution among individual investors, security brokers and dealers,
libraries, newspapers, press assoclations, and others. Coniplete files
of this summary are available for public inspection at each of the
Commission’s regional offices and at each national securities exchange.
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Preven.ling iInfair Use of Inside Information .

Section 16 {b) of the-Securitics Exchange Act of 1934 aims at the
prevention of unfair use of information which may have been ob-
tained by a corporate insider by reason of his relationship to the com-
pany. To this end, the section provides that any profit realized by
an insider from any purchase and sale, or any sale and purchase, of
any equity security of his company within a period of less than ¢
mionths shall be recoverable hy the issuer. Suit for the recovery of
such profits may be instituted by the issuer, or by any security ownei
acting in its behalf if the issuer fails or refuses to bring suit within 60
days after request or if it. fails diligently to prosecute the suit after
it 1s instituted. Similar provisions are contained in section 17 {b)
of the Public Utility Holding Company Act and section 30 (f) of
the Investment Company Act,

Substantial amounts, ranging up to several hundred thousand dol-
lars, have been recovered under these provisions by or on behalf of
issuers. In a number of cases voluntary payments of such profits
have been made to the company by the officer or dirvector. Such
voluntary payments were often broughi aboui by the necessity to
report shori-term transactions. Inasmuch as the section provides for
the recovery of profits through private civil suits, the Commission
does not have the power to administer or enforce the provisions of
the section, It has, however, filed briefs as emicus curige in many of
the suits brought in the courts, particularly where novel questions of
law have been raised for judicial determination.

Ashas been noted, information as to changes in ownership of securi-
ties held by persons subject to Jiability under section 16 (b) is required
to be furnisﬁed in reports under section 16 (a). These reports make
available to stockholders data which may indicate the existence of
liability under section 16 (b).

Statistics of Ownership Reports

The number of ownership reports filed with and examined by the
Commission during the past fiscal year is set forth below :
Niumber of owenership reports of officers, direclors, principal sceurity holders,

and certain other uffilivted persons filed end examined during the fizscal year
ended June 30, 1048

I2eseription of report L Original | Amended o
D o reports reports Total
Seeurities Exchange Aot of 1934;

Form 4 13, 391 715 14, 106
Form §. . . . . _ B34 14 550
Formé_._ . .. _.... 1,854 30 1,814
15, ¥11 759 16. 570
Publie Utility Holding Company Act of 1935; o] 1 91
Form U-17-1 e 432 34 466
Form U-19-2. el e Tz T 57

Investment Company Aet of 1940
b L 115 4 119
Form N-3G¥-1 - - 525 an 545
Form N-36F--2 . b
6540 24 164
7 RN [ 16, 74 BI85 17,781

! Form 4 is uged to reporl changes 1n ownership; ot 5. 10 report ownership st the time any equity
seenrities of an issuer are first listed and registered on a national seeuritics exchange; and Form 6, to report
ownership of persons wha subsequently becorne efficers, directors, or principal stockholders of such issuer,
under see, 16 () of the Securities Exchange Act of 1634; Form U-17-1 is used for initial reports, and Form
U-17-2 for reports of chanpes in ownership of seeurities, under see. 17 (a) of the Publie Utllity Holding
Company Act 0f 1535, and Farm N-30F-1 is used for initial reports and Forin N-30F-2 for reports of changes
in ownership of securities under see. 30 (f) of the Investment Company Act of 1940,
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SOLICITATION OF PROXIES, CONSENTS, AND AUTHORIZATIONS

Under three of the acts it administers—sections 14 (a) of the Secu-
" rities' Exchange Act of 1934, 12 (a) of the Public Utility Holding
Company Act of 1935 and 20 (a) of the Investment Company Act of
1940—the Comimission is authorized to prescribe rules and regulations.
concerning the solicitation of proxies, consents, and anthorizations in
connection with securities of the companies subject to those acts. Pur-
suant to this authority, the Commission has adopted regulation X-14,
which is designed to protect investors by requiring the disclosure of
certain information to them and by affording them an opportunity
for active participation in the affairs of their company. Issentially,
this regulation makes unlawful any solicitation of any proxy, consent,
or authorization whieh is false or misleading as to any material fact
or which omits to state any material fact necessary to make the state-
ments already made not false or misleading, Under the regulation
it 18 necessary, in general, that each person solicited be furnished
such information as will enable him to act intelligently upon each
separate matter in respect of which his vote or consent is sought.
The proxy rules set foirth in this regulation also contain provisions
which enable security holders who are not allied with the management
. to communicate with other security holders when the management is
soliciting proxies.

Siatistics of Proxy Statements

During the 1948 fiscal year the Commission received and examined
both the preliminary and definitive material required with respect to
1,677 solicitations under regulation X-14 as well as “follow up” mate-
rial employed in 229 instances. The number of proxy statements filed
by management and nonmanagement, and the principal items of busi-
ness for which stockholders action was sought in these solicitations,
is shown below for each of the past five calendar years.

Year ended Decsmber 31—
1943 1044 1945 1946 1947
Proxy statements filad by management.__ ... .. ___.... 1,467 | 1;523 | 1,570 | 1,884 1,613
Proxy statements flled by others than management..________ . 31 27 24 21 32
Total proxy statements filed .. .. . _..__.. 1,498 | 1,550 | 1,504 | 1,685 1, 645
For meetings at which the election of directors was one of the
ftemaofbusiness. ________._______________ e 1,368 | 1,350 ) 1,350 | 1,407 1, 461
For meetings not involving the election of directors............ 109 172 213 244 149
For assents and authorizations not involving p meeting or the
election of directors._ . 21 28 31 34 36
Total proxy statements filed. .. _______________________.. 1,408 | 1,550 f 1,804 | 1,685 1,646

A corresponding distribution of the specific propost‘tls of action other
than the election of directors reflected in these proxy statements is set
forth below.
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Year ended December 31—

1943 1944 1945 1946 1047

Mergersiuonso]idatlons; acquisition of busizesses, and purcliase

and sale of property.. ... § e aaaeeeaooeos 47 59 40 Liti} 69
Issuance of new securities, modification of ¢xisting securities,

recapitalization plans other than mergers or ¢onsolldations. .. 85 144 227 249 233
Employess pension plans_ L lliaeee- 46 [ 105 9 75 68
Bonus and profit-sharing plans, including stock eptions..___._. &1 58 51 52 60
Indemnification of officers and directors_______.__________._____ 137 31 25 36 22
Change in date af gnnual eeeting. .. o __ ...l ...o. 54 33 32 28 27
Otber miscellaneous ammendments to bylaws, ard miscellancous

other matters.._....... e mmmmmmmm e mm e 131 141 217 309 207
Btockholder approval of independent auditors___ .« 307 310 296 a4 312
Number of management’s proxy statements contalning stock-

holder proposals under role X-14A-7_. ... __ e m———— 27 20 14 19 15
Number of such stockholder proposals. .. oooooooioeoiaoaaan 66 35 34 34 2

Net number of stockholders whose propesals were ingluded in
management’s proxy staterents tinder rule X-14A-7 (each
stockholder is counted only once in each vear regardless of the
number of his proposals or the number of compsanies that in- ' )
cluded his proposals in proxy statements) ... _________.._. 19 (. 17 17 9 13

Examination of Proxies

An example of disclosure resulting from the Commission’s examina-
tion of preliminary proxy soliciting material before it is mailed in
definitive form to stockholders may be noted in the following par-
ticular case from among the hundreds processed last year. It in-
volved solicitations by a registrant of proxies for the election of di-
rectors proposed by both the management and a minority stockholders
group. The management slate was headed by the registrant’s chair-
man of the board of directors, who had acquired a dominating position
%)n the registrant’s affairs as a result of the transactions described

elow.

In September 1945 the chairman acquired all the commeon stock
and other property of company B for $200,625, of which he allocated
$150,000 as the cost of the stock. In July 1947, he transferred this
common stock to company A and received in exchange a1l the common
stock of company A and a promissory note of the company for $650,-
000 at 4 percent interest. The common stock of company B was then
the sole asset of company A. The chairman of the registrant then
sold the common stock of company A to the registrant in the same
month, July 1947, The registrant agreed to issue to the chairman,
in payment for the stock, 47,000 shares of its own common stock
having a market value of approximately $246,750. Subsequently, the
registrant assumed payment of the $650,000 note of company A held
by the chairman. By reason of these transactions the chairman had
converted his original $150,000 investment into stock of the registrant
worth $246.750 and a promissory note for $650,000, a total of $896,750.

A former chairman of the registrant was in control of manufactur-
ing, insurance, and Investment companies which together owned
19,890 shares of the registrant’s common stock (which shares were
subsequently acquired by the chairman or his associates). One of
‘these controlled companies, company C, had previously purchased
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one of the registrant’s former subsidiaries, company D, and had given

the registrant a note for $250,000 in payment. Thereafter, company
C had refused to make payments of principal or interest on this note,”
asserting offsets and counterclaims against the registrant in the

amount of $500,000 in connection with this transaction. Accordingly,

as a condition precedent to the exchange of the 47,000 shares of stock

of the registrant for stock of company A, general releases were ex-

changed between the registrant, company C and company D, with

respect to all claims arising out of the sale of company D to company

C, and the $250,000 note was canceled.

As a result of disclosures required by the Commission’s staff in this
situation, the registrant’s definitive proxy statement contained the
following information: - :

(«) Details of the arrangements entered into for the acquisition of
the shares of the registrant by its chairman or his associates from the
corporate interests of its former chairman.

(&) Details with respect to the exchange of general releases be-
tween the registrant, company C and company D related to claims
arising out of the sale by the registrant to company C of the capital
stock and accounts receivable of company D, and the relutionship of
'the former chairman to these companies.

(¢) An indieation with regard to company B that (1) its fixed
“assets were reappraised after acquisition by the chairman, resulting
in a net increase of $26,038.50 over the previous depreciated carrying
value of land and buildings; (2) it has outstanding a mortgage upon
its land and buildings, in the unpaid principal amount of $105,500,
bearing interest of 4 percent a year; (3) it also has outstanding 30,000
shares of 60-cent enmulative preferred stock requiring annual divi-
dend payments of $18,000, of which shares 5,595 were owned by the
chairman, 420 by his son, and the balance by friends and/or employees;
and (4) these interest and dividend requirements represent prior
charges on the earnings of company B before dividends may be paid
on its common stock which was acquired by the registrant. The net
income of company B for each of the past 3 years was also set forth,

The definitive proxy also disclosed, with respect to the $650,000
promissory note: (1) That if such note is not paid at maturity the
ownership of company B will revert to the chairman, since all the
common stock of company B is pledged as collateral for the note;
(2) that in connection with the issuance of such note an iutangible
item of $650,000 arose which now appears on the books of company B
and that the disposition thereof has not yet been determined; and
(8) that such note has resulted in an annual fixed charge of $26,000,
representing interest payments, which must be paid out of the earnings
of the registrant and its subsidiaries before any dividends may be
paid to stockholders of the registrant. ' o
~ The proxy requirements of the Securities Exchange Act operated
in this case to give stockholders of the registrant full information
about the manner in which the chairman acquired control of the
registrant, about his dealings with the registrant, and of the results
of these transactions as they affected the interests of the stockholders.
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Changes in Proxy Rules

In Securities Exchange Act release No. 4087 (1947) the Commis-
sion annouticed the adoption of a number of changes in its proxy rules
after wide civculation of the proposals and numerous conferences with
interested persons. The fundamental purpose of the proposals was to
revise the rules to clarify their upplication and to write inte them
more explicitly the exact situations they cover. The response to the
Commission’s mvitation for comments on the revision was very gen-
erous and the comments and suggestions received were most construce-
tive and helpful to the Commmission. A number of the more important
changes mude are noted below. '

The new rules require disclosure of the individual remuneration
paid only to the three highest-paid officers of the issuer.

Follow-up material must now be filed in advance of itg transmis-
sion to security holders, but this does not apply to veplies to inquiries
from stockholders requesting further information or to communica-
tions requesting only that proxtes previously solicited be signed and
returned. Where a proxy solicitation is made in person and written
material discussing the nierits of any matter as to which the proxy is
being solicited 15 used, cupies of such material must also be filed with
{he Commission prior to 1ts use.

The rule requiring the mailing of communications for security
holders has been clarified, particularly as o the circumstances undey
which the management of the issuer is required to mail solicitation
material. ‘The new rule also gives the management the option of
furnishing the security holder who wishes to muke such a communica-
tion with a reasonably current list of security holders in lieu of mailing
his material for him. Another rnle which requires the management
to include a security helder’s proposal in its proxy material has been
revised to require such security holder to furnish the management with
a copy of his proposal and statement at the time he gives notice to
the management of his intention to niake the proposal at the meeting.

The revised rules became effective' December 18, 1947, immediately
upon announcement of the changes, in order to permit those who wished
to do so to comply with the new 1ules rather than the old. However,
it was provided that any person commencing a solicitation prior to
February 15, 1948, could ke the solicitation under either the old or
revised rules at his option,

During the year the Commission also had under consideration pro-
posals to adopt amendments to the proxy rules other than those de-
scribed above. These proposals were circuluted by the Commission
shortly after the close of the fiscal year in Securities Tixchange Act
Releuse No. 4114 (1948). These proposals are not as extensive as the
amendments adopted on December 1947, but they involve certain im-
portant problems. The proposed changes are noted below.,

The proposals contemplate & number of changes as to the form of
proxy and the rules governing its use. To simplify the proxy, the
changes would eliminate certain statements heretofore required to
be in the proxy. Other changes would provide that no proxy may
confer authority to vote at any annual meeting other than the one
following the solicitation and that the proxy statement provide that
the shares covered by a proxy will be represented at the meeting and
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will be voted according to the choice made by the security holder.
The purpose of these changes is to prevent the premature solicitation
of proxies on the basis of out-of-date information and to insure that
a proxy be given its full effect. :

ule X-14A-8 would be amended so that the management of an
issuer need not include the proposal of a security holder in its proxy
solicitation material where such proposal is submitted for the purpose
of enforcing a personal claim or of redressing a personal grievance
against the issuer or its management. In addition, the management
could omit a proposal if the management had included a proposal of the
same security holder in its proxy statement and the security holder
failed to attend the meeting before which the proposal was to be sub-
mitted and did not present the proposal for action. In another situa-
tion, the proposal could be omitted if the same proposal had been
submitted for action at the last annual meeting of the security holders,
or at & special meeting subsequent thereto, and received less than 3
percent of the total votes cast in regard to the proposal. Where a
management. does omit a proposal, under the proposed rule, it would
have to file the proposal with the Commission together with a statement
of the reasons why the management deems such omission to be proper
in the particular case,

Schedule 14A, which states the information required to be con-
tained in a proxy statement, would be amended with respect to item
7 (a) as to certain matters relating to the disclosure of remuneration
paid by the issuer to its officers, directors, and other persons. It would
also be amended to require information as to the indebtedness to the
issuer or its subsidiaries of associates of directors, officers, and nomi-
nees of the issuer as well as the indebtedness of such directors, officers,
and nominees. This would net include any indebtedness arising in
the ordinary course of business or to any person whose indebtedness
did not exceed $1,000 at any time during the last fiscal year of the
issuer.

Item 12 of schedule 14A would be amended to make it clear that the
information required by that item must be supplied as to authoriza-
tions for securities to be issued, otherwise than in exchange for out-
standing securities of the issuer, even though the securities are not
lo be issued immediately. It would also be amended to provide that
a description of the securities to be authorized or issucd need not be
given 1n cases involving only additional shares of common stock of a
class already outstanding.

REGULATION OF BROKERS AND DEALERS IN OVER-THE-COUNTER
~ MARKETS

Registration

_ Brokers and dealers using the mails or other instrumentalities of
Interstate commerce to effect transactions in securities on over-the-
counter markets are required to be registered with the Commission
pursuant to section 15 (a) of the Securities Exchange Act, except
those brokers and dealers whose business is exclusively intrastate or
exclusively in exempt securities. The following tabulation reflects
certain data with respect to the registration of brokers and dealers
during the fiscal year ended June 30, 1948,
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Repistration of brokers and dealers under szection 15 (b) of the Securilics
Iechonge Act, fiscal year ending June 30, 1948

Bffective registrations at close of preceding fiseal year_____ __________ 4,011
Effective registrations carried as inactive_____ . ______________ _______ 174
Registrations placed under suspengion during preceding tiscal year______ Q
Applications pending at close of preeeding fiscal year— .. . _____ ______ 40
Applications filed during fiseal Fear_— e . [ 466
Total 4, 591
Applications withdrawn during year____________ . _________ 12
“Applications canceled during year e 2
Registrations withdrawn Quring year___ . __ 407
Registrations canceled during the year___.___________________________ 53
Registrations denied during year . __ o 2
Registrations suspended during year . o o e 0
Registrations revoked during year_ . _____________ - —_— 8
Registrations effective at end of year__ 4, 006
Registrations effective nt end of year carried as inactive .. . __ . __ 2
Applications pending at end of yeav..___ o ___ o ______ 29
Total e 4, p91

! Registrations on inactive status beeause of inability to locate registrant despite careful
inquiry. Two such registrations were eanceled, withdrawn, or restored to active status
during the year.

Broker-Dealer Inspections

Inspections of brokers and dealers are undertaken pursuant to sec-
tion 17 of the Securities Exchange Act for the purpose of determining
whether registrants are in compliance with the requirements of law.
To a considerable extent, the inspection work is correlated with the
exumination of the financial reports filed by brokers and dealers, for
. when these financial reports reflect weak financial condition it is

necessary to make prompt inquiry to determine whether customers’
Tunds and securities are in jeopardy and whether remedial action may
be necessary or appropriate. Inspections are also frequently made as
a result of complaints made to the Commission by customers, but the
facts presented by complainants are carefully considered before-any
cecision is made to malke an inspection as a result of their complaints.
During the 1948 fiscal year a total of 841 inspection reports were
received from the Commission’s regional offices. In 24 of these inspec-
tions the question of financial condition required consideration and
continued surveillance. TIn 217 inspections the reports diselosed trans-
actions at prices sufficiently different from prevailing market prices
to raise some question as to the fair treatment of customers. For the
_most part, however, transactions of this type by the firms involved
were isolated and did not represent the characteristic pattern of their
business; 177 inspections disclosed information indicating noncompli-
ance with regulation T relating to the extension of credit. In 55
inspections, questions were raised concerning noncompliance with the
rules adopted by the Commission with respect to hypothecation and
commingling of customers’ securities. In only 3 inspections were
secret profits reported—transactions in which a firm misrepresents to
customers the prices at which the customers’ orders are execnted.
The Commission has continued its cstablished policy of giving
informal notice of infractions to a firm when there is no indication of
willful disregard of the law, and generally as a result of such notice
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the infractions are promptly discontinued and measures taken to pre-
vent their recurrence. Theve are, of course, inspections in which acts
and practices are discovered which represent such disregard of the
interests of customers that investigations looking to appropriate action
by the Commission are undertaken. ‘During the 1948 fiseal year 13
such investigations were undertaken. .

Administrative Proceedings

*~Among the sanctions which the Commission is authorized to apply
against brokers and dealers who vielate the law are revocation of
registeation or denial of registration to a new applicant. The Com-
mission may also tuke action to suspend or expel brokers and dealers
Trom membership in the National! Association of Secnrities Dealers
and from membership on national securities exchanges,

A summary of the administrative proceedings instituted by the Com-
mission during the 1948 fiscal year with respect to brokers and dealers
1s given below.

Record of breker-dealer }Jroccc’clmgs ‘and proceedings to suspend or capel from

membership in a national securitics association instituted pirsuant to section 15
of the Recurities Exchunge Act

yerr e 4
Proceedings on revoeation of registration and suspension or expulsion from
NASD pending at beginning of fisenl year__ . . _ ... [ 2
Proceedings on denial of registration pending at beginning of fiscal year___ 1
Proceedings ordered during year on revoceation of vegistration____._______ 13
Proceedings ordered during year on revocation of registration and suspen-
gion or expulsion from NASD_ ______ _________ ________ . __ H]
Proceedings ordercd during yYenr on denial of registration.__._____ N [
B I O A5
Denial proeeedings dismissed. withdrawal of application heing permitted. _ 3
Denial proceedings resulting in registration wuler terms and conditions___ 2
Registration denied._ : e 2
Registration revoked______:_ . _________ el . . ]
Revocation proceedings pending at end of figeal year 10
Revocation proceedings and proceedings to expel ar suspend from NASD
pending at end of fiseal your____ . _______ L ____ H
B 3 R 1¥]

During the pust-10 years a substantial number of administrative
proceedings and several criminal prosecutions against brokers and
dealers have involved the fraudulent practice of dealing in securities
at prices not reasonably related to the prevailing market prices without
disclosure of the current market, and of confirming transactions “as
principal” when by its representations and condnet the firm in faet
acted as the customer’s agent.  Such practices, in part, resulted during
the 1048 fiscal yeur in the ‘revocation of the registration of May-
Phinney Co. and in the denial of registration to Washingion National
Co.; Inc., controlled by Herbert R. May who had been a general part-
ner in the May-Phinney firm and before that had operated as a sole
proprietorship under the name of Herbert R. Muy & Co.* By various
artifices May sought and gained the trust and confidence of many
customers who were uninformed in securities mattevs and relied on his,

1 Securities Exchange Act release Ny, 4061 (19-48),
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representations and recommendations in the belief that he was acting
in their behalf and for their best interests. Having thus insulated
himself against any suspicion on the part of the customel it was May’s
practice to recommend that the customer purchase a par ticular secur ity
at a price which he knew, but did net disclose to the customer, was far
in-excess of the market p1 ice of that security and to confirm the trans-
action as a sale by him “as principal.” Similarly, he would recommend
the sale by the customers of particular securities ut prices far below
the current market prices and a,gain would confirm the transaction as
i purchase by him “as principal,”

The Commission held that, by virtue of the trust relationship cul-
tivated by him and the under stfmdlng reached by customers fromn his
representations that he would et in their behalt and for them, he was
under a duty not to deal with them for his own account {as pl'incipal)
without their express consent. Furthermore, under these ciream-
stances, he was obligated to obtain for them the best possible prices
and to divulge all the profits he made. In violation of this duty May
took large seeret profits and without disclosing the facts charged cus-
tomers prices greatly in excess of the current - market prices, ‘ther eby
violating the antifraud provisions of the statutes. But even assuming
he had no duty to act as agent and assumning that he was in fact a
principal, the Commission Treld that these transactions would also be
fraudilent because the prices customers paid and received were not
reasonably related to the prevailing market prices.  The Commission
also foung that May violated the Iaw in the sale of preferrved stock of
Washington Chemical & Salt Corp. which he organized and promoted.
This stock was sold without registration under the Securities Act in
violation of section 5 (a), and in the sale May made false and mislead-
ing representations with respect to the company’s financial condition
and the value of its properties. This violation was all the more repre-
hensible because about 80 percent of the stock was sold te six widows,
uninformed customers whose trust and confidence he had cultivated
atd who, from the very beginning of their dealings in securities with
May, had indicated to him their need for nonspeculative investments
which would produce a reasonable income.

In proceedings on the question of revocation of the brokel'-den]el‘
registration of Arleen W. Hughes, doing business as E. W, Hughes
& (Jo the primary legal issue reluted to disclosures 1equ11‘ed of a
fiduciar y.* Mrs. Hughes, registered as both a hroker and dealer and
as an investnient adviser, transacted business in securities with about
175 investment advisory clients with whom she had entered into a
written contract which purported to declare the respective rights and
obligations of the parties. Under the contract Mrs. Hughes would
act as a broker or dealer and investment adviser, and it provided that
when acting as investment acviser, she should act as a principal “in
every such "ty ansaction, e\{cept as otherwise agreed.” le contract,
contained a schedule of “maximum rates and char ges,” expressed in
points on a base-price formula, to be paid by the client on all pur-
chases of securities. In ihe actual operation of her business, it was
Mrs. Hughes’ practice to handle the client’s entire aceount, ndwsmn
the client with reference to an investment program, furnishing in-
formation and making recommendations as to particalar ‘;EC!]lltleS

B Spcurities Bxchange Aet releases Nog, 4048, 4073, and 4080 (1948).
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and in_connection with such recommendations she would give an ap-
proximate price that the securities would cost the client. If the client
agreed to the purchase she would either supply it from inventory or
purchase it to cover the sale and then, as principal, confirm the trans-
action as a sale of the security by her to the client at net price plus
insurance and postage. The Commission’s staff took the position that,
because of the fiduciary relationship established by the contract, Mrs.
Hughes was under a duty in each transaction to disclose the cost of
the security to her and the best current market price. Mrs. ITughes,
on the other hand, although admitting her fiduciary relationship to
clients, contended that the disclosures made.in the contract satisfied
all of her fiduciary duties and obligations. The Commission, in its
opinion and findings, held that her failure to disclose fully to her
clients the nature and extent of her adverse interest in transactions
with clients, including her cost of the security and the best price
available on a purchase in the open market, constituted a violation of
the antifraud provisions of the Securities Act of 1933 and the Securi--
ties Exchange Act of 1934. Mrs. Hughes filed a petition with the
Circuit Court of Appeals for the District of Columbia for review of
the Commission’s order revoking her broker-dealer registration and
obtained a stay of the order pending such rveview,

In revoking the registration of Light, Wofsey & Benesch, Ine., and
denying registration to Light Bros., the Commission considered cer-
tain activities of Abraham Light, who was the dominant figure in both
firms and also treasurer and a director of Seco Signal Corp. which
'he and his assoeiates organized and promoted.® Securities of Seco had
been sold to the public by a predecessor of Light, Wofsey & Benesch,
inc. The evidence disclosed certain instances in which Light made or
was responsible for making express misrepresentations in offering Seco
securities. In addition, it appeared that, before various contracts for
the sale of the securities had been completed by delivery, Light and
certain of his associates in at least two transactions obtained secret
profits at the expense of Seco. At about the time of its formation Seco,
acting through Light as treasurer and director, purchased a building
and Light secretly received $500 of the commission from Herbert 1.
Benesch, the agent representing the seller of the building, Later,
Light participated in the sale of electric storage batteries on behalf of
Seco which resulted in a diversion from the company treasury of
$25,000. This sum was divided among four persons, including Abra-
ham Light, all of whom then made contributions to organize Light,
Wofsey & Benesch, Inc. and became its officers. No disclosure was
made of any of the facts relating to the diversions,

The Commission concurred in the finding of the hearing officer that
the express misrepresentations and the diversion of funds from Seco
without disclosure of the facts operated as a fraud on the public
purchasers of the company’s securities by Light and his associates,
and constituted willful violations of the antifraud provisions of the
Securities Act of 1933 and the Securities Exchange Act of 1934,

The specter of the bucket shop appeared in three proceedings dur-
ing the year in which the Commission ordered revocation of regis-

8 Securities Exchange Act release No, 4052 (1948),
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tration.” The general pattern of conduct was substantially the same
in all three instances. Customers were solicited to purchase particular
securities which the firm highly recommended, and were induced by
varying degrees of pressure and by various false representations to
enter their orders. At the time a customer agreed to effect a purchase
the firm would request payment of the purchase price, which would
be made by the customer with the understanding, of course, that the
transaction would be promptly executed, The firm, on the other hand,
would not deliver the purchased securities nor would it return the cash
it had received, but instead converted the cash paid by the customer
to its own use. Similarly, customers who delivered securities to the
firm for sale with the understanding that the proceeds of the sale
would be promptly turned over to them received neither the proceeds
nor the securities they had surrendered. Moreover, in the Bauer
proceeding the evidence showed that, contrary to the representations
in the application for registration, one D. W. Dawes, not K. L. Bauer,
was the real owner and manager of the business. Bauer, in street
jargon, was merely & front for Dawes who, as his own convenience
or necessity dictated, used various other names.

SUPERYVISION OF NASD ACTIVITY.

Membership

In the 1948 fiscal year membership in the National Association of
Securities Dealers, Inc. (NASD), the only national securities associa-
tion registered with the Commission, inereased to a year-end total of
2,677, a gain of 63 during the year. At the same date 26,228 individ-
nals, including generally all partners, officers, traders, salesmen, and
all other persons employed by member firms in capacities which in-
volved doing business directly with the public, were registered with
the NASD as registered representatives, an increase of 655 during the
year.

Disciplinary Actions

The Commission received reports from the NASD during the
1948 fiscal year on the dispositions of 10 disciplinary actions in which
formal complaints had been filed against members. In three of these
cases the complaints were dismissed. In the other seven cases the
appropriate district business conduct committee found that the NASD
rules of fair practice had been violated by the accused members and
mposed various penalties. The membership of one firm was sus-
pended for 30 days; one member was fined $1,000 and censured and
“ancther was fined é250 and censured; in two cases members were
censured and assessed costs of the proceedings; and in one case the,
member was censured. The seventh case involved a complaint filed
jointly against a firm and one of its registered representatives, an
officer and employee of the firm, charging the misappropriation of
customers’ funds and securities and the falsification of the books and
records of the firm to conceal the misappropriations. The district
business conduct committee having jurisdiction found that the reg-

*James E. Scott & Co., Securities Exchange Act release No, 4088 (1048) ; Louis J. Burns,
Securities Exchange Act release No. 4087 (1948) ; Kenneth Lec Bauer, Securities Exchange
Act release No. 4006 (1948),
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istered representatives had violated the rules as alleged in the com-
plaint and revoked his registration as registered representative. The
committee found no fault with the employing firm and dismissed. the
complaint as to it on a finding that the firm had brought to light the
alleged violations, had promptly instituted a complete aundit, had
called the matter to the attention of the appropriate authorities, and
had brought about full restitution to all customers injured by the
misappropriations.

As is its custom the Commission referred to the NASD for
appropriate action facts concerning the business practices of members
where there were indications of possible violations of the NASD rules
of fair practice. Seven such references were made in the 1948 fiscal
year and oné had been in process before the NASD at the start of
that year. Reports on six of these mutters were received from the
NASD during the year. Two of these involved formal complaint
procedures in which violations were found, as reported above, and in
which some penalty was imposed on the offending member. The other
four cases had been disposed of by informal means. In these four
cuses the NASD undertook ils own examination of the members cited
in the reference. In two cases such examination, subsequent to the
date of the facts referred to, showed a marked change in the practices
of the member following the inspection by the Commission. Consid-
eration of such correction and improvement led to the conclusion that
no further action against the members was necessary. Independent
cxaminations in the remaining two cases revealed other relevant facts
or circumstances such as to convinee the committees having jurisdiction
that there was no basis for formal disciplinary action.

Commission Review of Actions on Membecrship

Under section 13A. (g) of the Securities Exchange Act the Com-
niission may review certain types of action by the NASD, ineluding
cases wherein membership is denied to an applicant. Such cases come
before the Commission either on ils own motion or on application by
an aggrieved party.  One such case, involving DeWitt Investment
Co.. came before and was decided by the Commission during the year.

The petitioner had been denied membership on the grounds that (1)
its principal officer, Paul K. Guthrie, had been suspended from the
Philadelphia Stock Exchange in 1922 for conduct ihconsistent with
just and equitable principles of trade, and (2) the petitioning firm
was not regulatly engaged in the business of acting as a broker or
dealer in securities. _ '

_After hearing, as well as on the record made before the NASD, ihe
Commission held that inasmuch as the suspension by thé exchange had
occurred prior to the enactment of the Securities Exchange Act it was
not a valid disqualification from membership in the NASD. On the
second point the Commission stressed that, although the petitioner
had theretofore effected only a few securities transactions, its stated
purpose with respect to.business proposed to be done if given the
benefits of membership should also have been considered, particularly
in'the early stages of a new venture. Consideration of the firm’s past
activities and professed intention led the Commission to find that the
petitioner was actually engaged in the business of effecting transac-
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tions in securities and thus was not ineligible for membership under
Section 1 of article 1 of the NASD bylaws. As required by statute
under the circumstances, the Commission by order set aside the action
of the NASD.and required the NASD to admit the firm to membership.®

Under section 15A (b) (4) of the Securities Exchange Act the Com-
mission may be petitioned to determine whether it is 1 the public in.
terest to approve or direct the admission to or continuation in member-
ship of a firm if a partner, officer, director, or employee individually
is disqualified from membership. Such petitions are in the first
instance passed on by the NASD which, it it acts favorably to the
applicant, becomes the petitioner before the Conunission on behalf
of the applicant, Should the NASD reject such un applieation, the
applicant may directly seck a Commission order directing the NASD
to udmit or continue the applicant as a member.

The Commission gives public notice of the receipt of applications
under section 15A (b) (4) so that interested parties muy present their
views or request public henrings. In the absence of snch u request the
Commisston either sets the matter down for hearing on its own motion
or decides the question on the basis of the record without hearing, 1In
addition the Commission will, upon request and under appropriate
circumstances, keep confidential the identity of the employing firm,
a procedure developed when it was advised that the publicity attendant.
upon a Conunission proceeding had discouraged some menbers from
tuking the necessary legal steps to obtain approval of the employment.
of persons under some disquaiification but who, with due regard to the
public interest, might appropriutely be employed under supetvision
of un NASD member. ‘

Two “approval™ cases were decided by the Conmission during the
1948 fisenl year and seven applications were in process or under al-
visement at the year end. One decision concernied Alois G. Scheldel,
held by NASD to have been a “cause” for the expulsion m 1941 of A. G.
Scheidel & Co., by and from the NASI) under circumstances which
required Commission upproval or direction for the admission to ov
continuation in membership of any firm with which he later becane
associated. A petition was subsequently filed with the Commission by
the NASD on behalf of Minnesota Securities Corp. who then employed
Scheidel,  The NASD found the fivm ineligible for membership due
to the employment of Scheidel, a disqualified person, but petitioned
the Commission to approve the admission of the firm to membership.,
The Commission granted the application.?

A somewhat similar case involved Johmn J. Bell, formerly a partner
of W. F. Thompson & Co. and a “cause” for the expulsion of that firm
by and from the NASD in 1942 for conduct inconsistent with just and
equitable principles of trade. Bell subsequently obtained employment
with a member firm which sought by petition to retain membership
while employing a disqualified person. As in the former casc the
NASD acknowledged the disqualification but petitioned the Comimis-
sion in Bell’s behalf and the Commission approved the application.?

B Hecurities Exehange Acet release No. 4076 (1848),
e Becurities Exchange Act release No, 4033 (1947},
10 Beenrities Exchange Act release No, 4034 (19473,
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:

CHANGES IN RULES AND FORMS

Rule X-3A12-2—Exemption for Municipaily Guaranteed Securities

This rule was originally adopted to permit exchange trading with-
out registration under the act in a security the income of which is
substantially guaranteed by a State or political subdivision thereof.
Under an amendment adopted during the fiscal year the exemption is
extended to cover the period while a company previously ezempted
under the rule is in process of disselution.™

Rule X~11D-1—Extension of Credit by Broker-Dealers

Section 11 (d) (1) generally prohibits a broker-dealer from effect-
ing any transaction in connectlon with which he extends credit to
a customer on any security which was part of a new issue in whose
distribution he participated during the preceding 6-month period.
In some cases the “new 1ssue” subject to section 11 {d) (1) consists of
additional shares of a class previously ocutstanding. In such cases
old securities of the same class are not subject to the prohibition
against extending credit. As g result it may be dithcult during the 6-
month period to distinguish between shares of the “new issue,” which
are subject to the rule, and the previously outstanding shares, which
are not. A purchaser’s ability to obtain credit from his broker in such
a situation would depend therefore on the particular shares which the
seller happened to deliver after the transaction, The problem was
particularly difficult where the majority of the outstanding shares
were “old” shares, not subject to the rule,

Under an amendment to rule X-11D1-1 during the year the problem
was minimized by exempting a security of a mixed class, not predom-
inently “new,” provided that the particular security was sold to or
purchased for the customer by the broker-dealer affer he ceased to
participate in the distribution of the “new issue.”** However, the
proposal does not remove the prohibition against extensions of credit
in connection with sales of “new” shares effected by a broker-dealer
during the distribution of the “new issue.”

Rules X-12A-4, X-12D3-1 and X-12D3-2 Exemption From Listing for
“When-Issued” Dealing

Holders of a security dealt in on an exchange are not afforded an
exchange market for short-term warrants or subscription rights
which have been issued to them unless such warrants or rights are
registered on an exchange or each “subject security” (the security
to be acquired by the exercise of the warrant or subscription right) is
admitted to dealing or is “in the process of admission to dealing on a
national securities exchange”; and they are not afforded an exchange
market on a “when-issued” basis for such warrants or rights which are
to be issued to them in the future, unless, among other prerequisites,
each “subject security” is “in the process of admission to dealing on
a national securities exchange.”

The three rules in question were amended by waiving the “in the
process of admission” requirement to permit exempt trading in issued
warrants and “when-issued” dealing in unissued warrants on national

1 gecurities Exchange Act release Mo, 4077 {19483,
© 1 Becurities Exchange Act release No. 4044 (1948).



FOURTEENTH ANNUAL REPORT 51

securities exchanges in certain cases where information regarding
each subject security and its issuer is available from registration state-
ments and periodic reports filed with the Commission under any of
the statutes which it administers.’

Forms 12-K and ]12A~K—Annual Report Forms

Companies which report to the Interstate Commerce Commission
on Form A are permitted, in connection with reports to the Securities
and Exchange Commission on Forms 12-K and 12A-K, to file certain
selected schedules in lieu of a complete Form A. Because of changes
made in Form A by the Interstate Commerce Commission for the
year ended December 31, 1947, the Commission revised the selected
schedules to conform to these changes

LITIGATION UNDER THE SECURITIES EXCHANGE ACT

Injunclion and Appellate Proceedings Involving Brokers and Dealers

Most of the court cases under the act during the year were injune-
tion actions against brokers and dealers who either were or should
have been registered with the Commission under section 15 (a)
of the act.

Three actions against registered brokers and dealers involved the
financial responsibility of the defendants. In these three cases, SEC
v. Light, Wofsey & Benesch, Ine., et al., SEC v. Raymond, Bliss, Inc.,
and SEC' v. York, the Commission’s complaints charged that the de-
fendants, in viclation of the fraud provisions of the act, had accepted
money and securities from customers without advising them that the
defendants were insolvent. In addition, the Light complaint alleged
a violation of rule X-15C3-1 of the act, which prohibits a broker-
dealer from permitting his aggregate indebtedness to exceed 2,000
percent of his net capital, and the Raymond, Bliss and York com-
E]aints alleged the hypothecation of ciistomers’ securities without their

nowledge or consent. L _

In the Light case the Cominission’s complaint alleged that, except
for furniture, fixtures, and certain other items which could not be
readily converted into. cash, the firm’s assets consisted of a total of
approximately $30 in cash and documentary stamps while it had
liabilities in excess of $5,000. After the United States District Court
at Baltimore had entered a preliminary injunction on this count, the
Commission in an administrative proceeding revoked the firm'’s
broker-dealer registration for violations including the insolvency
count, The revocation of the firm’s registration having rendered the
court action moot, the Commission’s complaint and the preliminary
injunction were thereafter dismissed without prejudice.®

Both the Raymond, Bliss, and ¥ ork cases were pending from the
preceding fiscal year and are described in the Thirteenth Annual Re-
port, pages 58-59. In the Roymond, Bliss case a consent permanent
mjunction was entered on the Commission’s complaint during the
past fiscal year after the family of the registrant, who was deceased,
had made an assignment of $30,000 for the benefit of creditors. Be-
cause of the assignment the Commission’s request for the appoint-

13 Securities Exchange Act release No. 4058 (1948).
4 Becurities Exchange Act releage No, 4076 (1948).
1 Civil No, 3845, D. ryland, April 7, 1948,
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ment of a receiver of the firm’s assets was denied. However, the
court reserved jurisdiction on the question to permit a future request
by the Commission for a receiver should developments so require.’
The York case was dismissed during the past fiscal year after the
defendant had been shot and killed by his principal creditor.” A
concurrent administrative proceeding 1nstituted by the Commission
to revoke York's registration as a broker-dealer was also thereupon
discontinued.’® = :

Two of the injunction actions involved persons conducting a business
in sectirtties without being registered with the Commission as required
by section 15 (a) of the act. One was SEC v. Atlas Investment Co.,
Ine., Anchor Investment Co., Inc., and John R. Jones, filed in the
United States District Court for the Western District of Missouri.
The two corporations had been engaged in the securities business in
St. Joseph, Mo., under the management and control of Jones, who was
a stockholder in both corperations. The defendants admitted that
they had defrauded their customers by misrepresenting the prices at
which they were effecting securities transactions and by taking secret
profits. In addition it was admitted that the corporations, not having
registered as brokers and dealers, had neglected to keep proper records
and to file reports of finanecial eondition with the Commission, and had
not given proper confirmations to their customers, The defendants
consented to the entry of a final injunction as sought by the
Commission,® ‘

The second of these actions was SEC v. Burmeister & Co., Inc.,
J. E. Burmeister, and Mawx Leiber, filed in the United States District,
Court at Nashville, Tenn. The Commission in its complaint charged
that the corporation had been executing transactions in securitles
without being registered as a broker or dealer with the Commission and
that the individual defendants had aided and abetted the corporation
in this viclation of section 15 (a) of the act. The complaint charged
also that the defendants for several years had been szelling securities
consisting of fractional undivided interests in oil and gas leases and
royalties in mineral rights in land in Texas without complying with
the registration requirements of the Securities Act of 1933. A perma-
nent injunction by consent was entered shortly after the close of the
fiseal year.* '

With respect to appellate eourt proceedings to review Commission
orders, only one new action was instituted during the past fiscal year.
That case 15 Arleen W, Hughes v, SEC, filed in the Court of Appeals
for the District of Columbia Circuit shortly before the close of the
fiscal year.® The action is one to review the Commission’s order
revoking the broker-dealer registration of Mrs. Hughes. The basis
of the appeal is that the Commission erred as a matter of law in finding
that it was a willful violation of the antifraud provisions of the Secu-
rities Act of 1983 and the Securities Exchange Act of 1934 for the
registrant, who was registered both as a broker-dealer under the
Securities Exchange Act and as an investment adviser under the In-
vestment Advisers Act of 1940, to sell her own securities to her invest-
ment advisory clients without fully disclesing the nature and extent

18 Civil No. 5098, D, Massachusetts, Sept. 12, 1947,

17 Civil No. 894, W. D. Texas, July 31, 1947,

18 Becurities Exchange Act relense No, 3965 (1947).
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20 M, D. Tennessee, July 1948,
1 No. 9853, App. D. C.
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of her adverse interest. This disclosure, the Commission held, should
have included the capacity in which she acted (i. e., whether as princi-
pal or agent), the cost of securities to her, and the current market price
of the securities. The appeal alleged alse that it was unlawful dis-
crimination on the part of the Commission to treat the registrant, who
was registered as an investment adviser as well as a broker-dealer,

" differently from any other registered broker-dealer in imposing duties
of disclosure. :

A second appellate court action involving a broker-dealer was Lann
v. SEC, pending from the preceding yeat. This appeal, described in
the Thirteenth Annuanl Report at pages 60-61, was the first petition for
judicial review of a Commission finding of manipulation in the over-
the-counter market. Lann was a partner of M. 8. Wien & Co., whose
registration as a broker-dealer the Commission had revoked for an
over-the-counter manipulation in violation of sections 10 (b) and
15 (e¢) (1) of the Securities Exchange Act and rules X-10B-5 and
X~15C1-2 thereunder. While the court review was pending Lann
filed an application with the Comrnission for registyafion as a broker-
dealer, Wien & Co. having been readmitted to registration after Lann’s
separation from the firm. The Commission, in view of Lann’s having
been out of busitiess for a year and in consideration ot his record both

rior and subsequent to the revocation of the registration of Wien &
Eo., permitted Lann’s application for registraiion to become effective.
Lann’s petition in the appellate court to review the revocation of Wien
& Co. was thereupon dismissed.?

The finnl appellate court review proceeding during the year was
Norris & Hirschberg, Inc. v. SE'C, an appeal from a Commission order
revoking the petitioner’s registration as a broker-dealer for violation
of the antifraud provisions of the Securities and Securities Exchange
Acts. After the Commission had filed a_transeript of its record in
the court of appeals the petitioner raised numerous objections to a,
consideration of the case by the court upon that transeript. Some of
those objections have been discussed in the Twelfth Annual Report at

ages 35—6 and 41 and in the Thirteenth Annual Report at page 61.
During the past year an effort was again made to compel the Com-
mission to include in the transcript of record a summary of the
evidence which it was alleged the staff had prepared for the use of the
individual Commissioners, and petitioner sought to inquire into the
decisional process of the Commission to determine how various items
in the record to which it objected were treated by the Commission,
The petitioner filed a motion asking that o master be appointed, in-
terrogatories framed and issued, or detailed statements concerning
these matters certified by the Commission. The court of appeals
denied the motion and denied & request for findings of fact and conclu-
sions of law. The petitioner then applied to the United States Su-
preme Court for a writ of certiorari. This too was denied,” and just
before the close of the fiscal year the court of appeals heard argument,
on the merits of the case. :

Injunction Actions Against Persons Other Than Broker-Dealers

One case in this category consummated during the year was SEC
v. T'ransamerice Corp., an action based on regulation X-14, compris-

2 No. 9460, App. ). C., November 15, 1947.
333 U, 8. 887 (1948).
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ing the Commission’s proxy rules. This case was reported previously
in the Twefth Annual Report at page 106 and in the Thirteenth An-
nual Report at page 62. The action was brought by the Commission for
the purpose, among others, of compelling the defendant corporation
to resolicit proxies originally obtained as a result of solicitations
which failed to include proposals which a minority stockholder sought
to have brought before the annual meeting, These proposals were:
(1) To permit the stockholders to amend the bylaws at any annual
meeting without the requirement that such proposed amendments be
conhtained in the corporation’s notice of meeting; 32) to hold the an-
nual meetings in San Francisco, Calif., instead of Wilmington,
Del.; {3) to cause auditors to be elected by the stockholders and
to have a representative of the anditors last chosen attend the annual
meeting; and (4) to require that an account of the proceedings at
annual meetings be sent to all stockholders. These proposals had
been submitted to the corporation by the minority stockholder under
rule X-14A-7 (since redesignated rule X-14A-8), which provides
that, if a qualified security holder has given the management reason-
able notice that he intends to present a proposal which is a “proper
subject for action” by security holders, the management shall set forth
the proposal in the proxy soliciting material and provide means
by which the security holders can vote on the proposal as required
elsewhere in the proxy rules.

The Commission supported the request of the minority stockholder
on all four proposals. The district court sustained the position of
the Commission on the proposal relating to the election of independent
auditors by the stockholders, but held for the corporation on pro-
posals (1) and (4). Proposal (2) had become moot by the corpora-
tion’s changing the place of annual meeting to San Franeisco. How-
ever, the court granted the Commission’s request for an order enjoining
the management from violating section 14 (a) of the Securities Ex-
change Act and rules X-14A-2 and X-14A—7 thereunder.2

On appeals by both sides to the Court of Appeals for the Third
Cireuit, the district court’s decision was modified to sustain the posi-
tion of the Commission on the three proposals still in issue.® The
court of appeals found for the Commission on the ground that (e)
each of the dproposals was “a proper subject for action” by the stock-
holders under the law of Delaware, where the defendant was in-
corporated, and (b) the management’s attempt to block any stock-
holder proposal by declining to include it in the notice of meeting
was contrary to the purpose of Congress in the Securities Exchange
Act to prevent, the control of corporations by a very few persons. The
corporation filed a petition for a writ of certiorari in the Supreme
Court of the United States, which was denied.?® Thereafter, without
submitting the matter to a vote of the stockholders, the board of
directors adopted the proposals concerning the selection of the auditors
and the sending of reports to stockholders, The third proposal, de-
signed to amend the by-law provision relied upon by the management
to preclude matters from being taken up at annual meetings, was
abandoned by its stockholder sponsor as unnecessary in the light of
the decision of the court of appeals.

67 F. Supp. 326 (D. Delaware 1946).

=163 I, é:f) 511 (C. C. A. 3, 1947).
#3352 U. g 847 (1648). )
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Participation by the Commission in Private Actions

Tt is the usual practice of the Commission, where private litigation
involves questions of construction of the statutes it administers, to
seek leave of the court to express its views in a memorandum filed as
amicus cwrige. One case in which the Commission filed such a memo-
randum during the year was Phillips v. The United Corp., in the
United States District Court for the Southern District of New York.
The Commission took the position that the court had jurisdiction to
entertain an action by a complaining stockholder for an injunction
and other equitable relief founded upon alleged violations of the Com-
mission’s proxy rules promulgated under the Public Utility Holding
Company Act of 1935, provided that the stockholder had exhausted his
administrative remedy by first bringing his complaint to the Com-
mission for any action it might take in the exercise of its primary
responsibility for securing enforcement of the statutes it administers.
The Commission conceded that the stockholder had satisfied this con-
dition in the instant case, but expressed the view that the action was
without merit because: (1) To the extent that it sought invalidation
of a stockholder’s vote on a management plan for the operation of
The United Corp. as an investment company after it had ceased to
be a holding company, a justiciable controversy was not before the
court since the vote was without legal significance except as it might
affect future discretionary action of the Commission; and §2) to the
extent that the plaintiff sought invalidation of the election of United’s
board of directors on the ground of unlawful expenditures by the man-
agement in the solicitation of proxies in violation of the Commission’s
rule U-63, it did not appear from the circumstances that the rule had
in fact been violated. :

The court sustained the Commission’s position that such a suit could
be brought by a stockholder and indicated agreement with certain of
the other views expressed by the Commission, but denied the de-
fendants’ motion for summary judgment on the ground that the plain-
Uff should be afforded an opportunity to prove certain of his charges
at a trial.” Shortly before the close of the fiscal year, the issues as
to the election of directors having been made moot by their uncon-
tested reelection at a subsequent annual meeting of stockholders, the
court stayed the cause pending such dispesition as the Commission
might make of an application by the corporation for an order de-
claring it no longer to be a public utility hoﬁ)ding company.”® Follow-
ing the close of the fiscal year an appeal was taken by the plaintiff
to the Court of Appeals for the Second Cirenit, where it was heard
together with a related appeal # taken directly to that court under
section 24 (a) of the Public Utility Holding Company Act with respeet
to certain action of the Commission preliminary to the management’s
solicitation of proxies.

There were a number of additional actions during the year, in-
volving sections 10 (b), 14, and 16 (b) of the act, in which the Commis-
sion either participated as amiécus eurige or over which close observa-
tion was maintained. In nohe of these were there any particularly
significant developments during the year.

:

3 OCH Fed. Sec, Law Serv., par, 80, 395,
2 CCH Fed. Bec, Law Serv.,Epur. 90, 412,
2 Phillips v, Securi{ties and Bxchange Oommisaion, No. 20, 523.



PART III

ADMINISTRATION OF THE PUBLIC UTILITY HOLDING
COMPANY ACT OF 1935

. The Public Utility Holding Company Act of 1935 was adopied
following an extensive investigation by the Federal Trade Commision
and after exhaustive hearings and debates by the Congress. These
inguiries disclosed a variety of abuses in pub{i&utility holding com-
pany finance and operations which the act was designed to correct.
The more significant of these are enumerated in section 1 (b) of the
wet: (1) Inadequate disclosure to investors of the information nee-
essary to appraise the financial position and earning power of the
companies whose securities they purchase; (2) the issuance of securi-
ties against fictitious and unsound values; (3) the overloading of the
operating companies with debt and fixed charges thus tending to pre-
vent voluntary rate reductions; (4) the imposition of excessive
charges upon operating companies for various services such as man-
agement, supervision of construction and the purchase of supplies
and equipment; (5) the control by holding companies of the account-
ing practices and rate, dividend and other policies of their operating
subsidiaries so as to complicate or obstruet state regulation; (8) the
control of subsidiary holding companies and operating companies
through disproportionately small investment; (7) the extension of
holding company systems without rélation to economy of operations
or to the integration and coordination of related properties.

The act covers all holding company systems which are engaged in
the electric utility business or in the retail distribution of natural or
manufactured gas. It was particularly designed to eliminate holding
compantes serving no useful purpose, and thus to afford to the oper-
ating companies the advantages of localized management and to
strengthen local regulation. This objective finds its most direct
expression in section 11 of the act. Section 11 (b) (1) requires the
aperations of holding company systems to be limited to one or more
integrated systems and to sich additional businesses as are reasonably
1!’1(:1(?811‘(2&1 or ecolomically necessary or appropriate to the operation
of the integrated systems. Section 11 (b) (2) requires elimination
of undue complexities in corporate structures of holding company
systems and the redistribution of voting power among their seenrity
holders on a fair and equitable basis. The act provides also for the
registration of holding companies (sec. 5); regulation of security
transactions of holding companies and their subsidiaries (secs. 6 and
7) 5 regulation of acquisitions of securities and utility assets by hold-
ing companies and their subsidiaries (sees. 9 and 10) ; regulation of
sales of public utility sccurities or assets, payment of dividends,
solicitation of proxies, intercompany loans and other intrasystem
transactions (see. 12); control of services, sales, and construction
contracts (sec. 13) ; and the control of accounting practices (sec. 15).

', b6
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COMPANIES REGISTERED UNDER THE ACT

As of June 30, 1948, there were registered under the act 46 public
utility holding company systems comprising 73 holding and subhold-
ing companies, 309 electric and gas subsidiaries, and 323 nonutility
subsidiaries. The assets of these 704 companies aggregated approxi-
mately $14,488,000,000. On June 30,1947, 52 holding company systems
had been registered, with 89 holding and subholding companies, 336
electric and gas subsidiaries and 409 nonutility subsidiaries. The
nssets of those 834 companies aggregated about $15,350,000,000. The
decrease of approximately $870,000,000 in assets subject to the statute
reflects primarily the divestment of companies and properties under
section 11 modified by a substantial expansion of assets of those com-
panies remaining under the act, as indicated below.

Eotal assets subject to act June 30, 1047 _________ . _ $15, 350, 000, 000
6582
sDireet and indirect divestments of compa-
nies and properties no longer subject to

the act, less consideration received there-
for e $1, 606, 000, 000

Assets of con_npn nies_(iissolved_or exempted_ 9, 000, 000
—_——— 1, 815, 000, 000
Add: 13, 7356, 000, 000
Net growth of assets from business ex-
pansion, etCowean - —— §80, 000, 000
Assets of eowpanies not previously con-
solidated ___ . ______ 63, 000, 000
_ 758, 000, 000
Total assets subject to act June 30, 1948 ___________~ 14, 488, 000, (X0

As suggested by these figures, the task of administering the act
during the past year has been concentrated in the integration and sim-
Eliﬁcation of holding company systems and in the processing of a very

eavy financing program for the operating utility subsidiaries.

INTEGRATION AND CORPORATE SIMPLIFICATION UNDER SECTION 11

Under standards requiring both the disposal of properties not re-
tainable under the physical integration standards of section 11 (b)
(1) and the elimination of undue corporate complexities as required
by section 11 (b) (2), holding companies divested themselves of 39
direct subsidiaries with assets of $3,198,000,000 during the ‘year.
Twenty-nine of these companies with assets of $1,522,000,000 were
released from the jurisdiction of the act and the remainder continued
subject to the statute. This compares with the divestment of 31 sub-
sidiaries with assets of $1,978,000,000 in the 1947 fiscal year, of which
number 23 companies, with assets of $870,000,000, are no longer under
the jurisdiction of the act. The total of subsidiaries divested since
December 1, 1935 is 470, with total assets of $11,312,000,000, of which
395 companies with assets of $6,972,000,000 are no longer subject to the
statute. A complete analysis of these divestments appears in the
following tables.”

*These dala include dircet divegtmenis, but net indirect dlvestments, Thus, if a sub-
holding company and its five amall subsidiarles were divested ag a group in one operation
from a holdibg company system, the divesiment table wouvid show one company divested
with assets equal to the consolidated assets of that group of slx companiea,
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Direct diveslments of securities and properties, by registered holding companies
July 1, 1947, Lo June 30, 1948

- Assets of companies di-
Number of companies vested (000,000 emitied)
' Non- N;m-
- : ‘ C | BRe Gas | utile [ Total $1%¢| Gas | util- | Total
. X . ity || ity
Divested by exchange or distribution of secu.nties to
gecurlty holders:
No lon%er aubject to Holding Compamy Act_ ... ] 3,001 131 $778 | 248 $14 | %540
8till subject to Holding Company Act ... 5 2 1 B il, 537 44 |o.oos 1,581
Divested by sale of property or se¢uritics: L. Lo
No longer subject to Holding Company Act LI b 2 3 15| 490 4 188 482
still subject to Holding Company Act. ... 1 I 2 9| 86| . 85
Totaldivested.. ... ... 26 g 5 39 |2,BH4 [ 182 | 202 [ 3,168
Number of companies Bale price (000,000 -
making such sales ornitted)
Partial sales of property ot included in above totals: ’
Assets sold no longer sublect to thomet_____..._. 2 3 2 7 36 3 $1 310
Assets sold still subject to the aet. oo || ee e e mm e |t
TR e e eeeetm e e meeemm e e e mme 2| 3| 2| 7| e 8| 1 10

- 1 By reason of their relationship to other reglstered holding eompanies.

1 I'ncludes all eases where total divestment was effected by sale of entire property to 1 or more buyers.

¥ In tho case of sales to more than 1 buyer, the company was classified for the purposes of this table in
accordance with the disposition of the major portion of its assets sold.

July 2, 1958, to June 30, 1947

: Assets of companies di-
Number of companies vested (000,000 oritted)

Non- . Non-
Blet | qag | 'util- | Tatal | B0 | gas | util- | Total
. tric ity tric ity
Divested by exchange or distribution of securities to
security holdees:
Mo longer sablect to Holding Company Act. ... 2 2 1 5| $172 | $16 | 327 | 3215
Btili subfect to Holding Company Aetd_____ .. [ 20 I O S| 354 [ceou|ooaaas 354
Divested by sale of property or securities; #

Mo lonper sebject to Holding Company Act 2. .__ k4 4 -5 18 | 620 156 20 656
8till subject 0 Holding Company Act ¢ _, .____. [ 20 (R 3N LT S I 754
Total divested ___ S, | 19 B i} 31 1,000 31 47 1 1,978

. Number of companies Sale price {(00, OUD
. making such sales omitted)

' N

Partial sales of pro?erty not included in above totsls
Assets sold no lonpger subjeet to the act
Assets sold stil] subjeet to the aet. .o nan oo oo oo ooam e e

1 By reason of their relationship to other registered holding companies.
b 1 Includes all cases where total divestment was effected by sales,of entire property to 1 or more than 1

uyer.

2 In the case of sales to more than 1 biyer, the company was classified in sccordance with the disposiiion
of the majority of the assets sold.

4 Reflects divestment of Pennsglvauia Power & Light Co. by Elactric Bond & Share Co. 'The divest-
ment of Pennsylvania Power & Light Co. by National Fower & Light Co, is not included in the above
summary toble figures.
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- December 1, 1935, to June 30, 198

T

. ' Lo
Assets of companies di-
Numbar of companies | Zeiied 006,00 omitted)

Non- © | Nen’
Btee| g | util- (Total, 515 | Gas | util- | Total
ity ' ity
Divested by exchange or distribution of securities s
to seonrity holders: - ! : S
No longer subject to Holding Company Aet.____ 23 13 4 40 |52,114] 3482 | $45 (42,641
8till subject to Helding Company Act oo _._____ 18 W 1| .20 8157 2507 | 3,224
Divested by sale of property or securities: 2
No longer subject to Holding Company Aet4____| 142 ) - 92 121 355 | 3384] 369 [ 578 | 4,331
8till subject to Holding Company Act1___._____ 38 4] .. 3 55| 985] 111 20 | 1,116
Total divested. ... i PSR —— -1 iﬂ"{ 120 [ 470 | 9,600 (1,069 | 643 (11,312
- Number of compgnies Sale price .
making such sales (600,000 omitted)
Partial sales of property not included in above totals: ' o ‘
56 19 32| 107 | 84| $11- 331 %128
1 5 1 17 1 4 1 16
67 24 33 124 97 )] 32 144

t By reason of their relationship to other registered holding companies. !

A Northern Natiral Gag Cn,, which was a subsidiary in 3 bolding company systems and itself a regis-
terad holding company, was reflected in these figures as 1 divestment.

& Includes nll cases where total divestient was effected by sale of entive property to 1 or mots buyers.

¢ In the case of sales to more than 1 buyer, the company wes classified for the purposes of this table in,
accordance with the disposition of the majer portion of its assets. )

Viewed from the standpoint of methods of disposition employed;’
the divestments of the past year have followed a pattern very similar.
to that of the 1947 fiscal year. Reflecting continuation of the less
favorable markets for equity securities which have prevailed since
the latter part of 1946, only four divestments were accomplished dur-
ing the 1948 fiscal year by means of public offerings for cash. These
involved common stock of the following companies:

Detroit Edison Co. '

Northern Natural Gas Co.

Publie Service Co. of New Mexico.

American Water Works Co,, Ine,
Both the Detroit Edison and the Northern Natural Gas common
stocks had previously enjoyed good markets, which facilitated their
distribution. The American Water Works stock was sold subject to
the prior exercise of subscription warrants and exchange rights.

Five divestments were effected by means of sales to cooperatives or
public utility districts, 14 represented sales to other utilities, and 3
were private sales to individuals. The great bulk of the divestments
took the form of outright distributions to security holders of the par-
ent companies or of exchanges.

Stocks of the following companies were distributed directly to the
common stockholders of the parent company: o

Central Tllinois Publie Service Co. by Middle West Corp. '
Conowingoe Power Co. by Susquehanna Utilities Co.

East Coast Electrie Co, by East Coast Publie Serviee Co.

El Paso Electrle Co. by Engineers Public Service Co.

Potomac Blectrie Power Co. by North American Co.

Southern Pennsylvania Power Co. by Susquehanna Utllities Co.
South Jersey Gas Co. by Publle Serviee Co. of New Jersey.
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Yirginia Electric & Power Co. by Engineers Public Service Co.
West Penn Electric Co. by American Water Works & Electrie Co., Inc.
Wisconsin Electric Power Co, by North American Co.

Other distributions to securltgr holders of the parent companies or
by exchanges for the securities of parent companies were as follows:

Atlanta Gas Light Co. by Consolidated Electric & Gas Co.

Edison-S8ault Electric Co. by American States Utilities Corp.

Hartford Gas Co. by Connecticut Gas & Coke Securities Co.

Interstate Power Co. by Ogden Corp.

Minneepolis Gas Light Co. by Ameru,au Gas & Power Co.-

New England Power Association by International Hydro Electrie System
New Haven Gas Light Co. by Connecticnt Gas & Coke Securities Co.
Portland General Electric Co. by Portland Electric Power Co,

Public Service Electiric & Gas Co. by Public Service Corp. of New Jersey.,
Southern California Water Co. by American States Utilities Corp.

These data do not include a number of indirect divestments. In
addition, simplification has resulted also from merger or consolidation
of companles and many companies have been released from the juris-
diction of the act by exemption. Thus, the over-all reduction in the
number of companies subject to the act is much greater than has been
indieated. From June 15, 1938, to June 30, 1948, a total of 2,145 com-
panies had become sub]ect to the act, whereas on June 30, 1948 only
714 remained thus subject. Two hundred and forty-nme compames
were absorbed by merger or consolidation, 889 were sold, dissolved, or
otherwise divested, and 149 were released "from ]urlschctmn of the ‘act
by exemption under section 3 or declarations of status under sections
2and 5. The following tables present the record for the entire period
and for each of the past two fiscal years. . . T

Fiscal year ended June 3¢, 1948

. Eliminslions
Total [— - chj:n-
1 com-~ e panies
: Ab- | Bales
ihics | sorbed disso- Exem . Silohjcctt
o aoee| by | utions | PXERDY other g
during | merzer | and | TOL Y dis- | Total |y, 2805,
erios or gon-| other |7, | posalst 1948
P solida- | divest-
tion | ments :
Holding COMPANIES ... _. . oneeoeoeemennn. L 13 TN T | m
Eleetric and/or gas companies | 445 1 33 1 1 36 309
Nonuiilities plus utilities other than electrie ; ro A '
and/or gas COMpPAnies . ... _......_._... R 3 02 (...l 3 vz 323
Total COmMPANIes. - o eeommemooeennn 853 41 1138 2 148 705
' !
chal year ended June 30, 1.9 7
.
Holtding eomapanies . .. ... . _...____ 144 1 13 . ) N 15 89
Electric and/or gas companies_ .. _..__._.__. 371 18 17 [o.oe LA IT B 1 338
Nonutilities plus utllitles other Lhau electric Ll
andfor gas companies. ... _.._.__..._ 433 2 2 ) I PO T4 v409
Total companies ... . ... ... 908 21 51 |- 30 P, Ty o, B34
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Eliminations
Tolal Com-
¢or- panies
Ab- Sales
;:J%ﬂ_ieﬁ sorbed | dissa- Exem ' subje%t.
toaet | DY | lutions | FEEL K Other P
durtay | merger | and ml Y| “dis- | Total 1 as 03
Surenk | arctn | ebfer | Tle o | pogdl:| T runei,
solida- | divest-| *
tlon | ments
June 15, 1938, to June 30, 1948
Holding companies._......._________. e 205 23 ) 31 i9 132 73
Electric andjor gas companies________________ 912 127 368 60 148 603 309
Nonutilities plus utilities sther than clectrie
and/or gas compPanies. ... . ... __ 1,01g 9 452 58 187 696 33
Tatal companies. ... ... .__....._.... 2036 | 240 | 8| 49| 144 I 1,431 705

t Prineipaily small or nonutility subsidiaries, with little or no publi_o, interest, disposnd of by various
means. ;

The changes in the aggregate assets of holding company systems
subject to the nct have not been as pronounced during the past 10
years as the sharp reduction in the number of companies. Com-
}mrable data for the smaller companies and for nenutility eompanies
have not been assembled for the earlier years, but an analysis has
been made of electric and gas subsidiaries with assets of $5,000,000
or over., This group constitutes the bulk of all assets subject to the
act.

From December 81, 1938 to June 30, 1948, a total of 276 companies
in this category had become subject to the Commission’s jurisdiction,
On December 31, 1938, these companies had aggregate assets of ap- |
prosimately $14,000,000,000. Ninety-two with assets of $4,100,000,000
on that date have been released from the jurisdiction of the act by-
divestment ! or otherwise.? One hundred and eighty-four companies,
with assets of $9,900,000,000 on December 31, 1938, remained subject
to the act. The 92 companies released frém' the jurisdiction of the
act ultimately contracted by merger or consolidation into 62 com-
panies by June 30, 1948, with assets of about $5,000,000,000.2 The
184 companies still subject to the act became 155 companies by June
30, 1948, with assets of approximately $11,000,000,000.2 Overall, the
276 companies originally subject to the act contracted in later years
by merger or consolidation (but not by divestment) into 217 com-
panies on June 30, 1948, with assets of approzimately $16,000,000,000.

Some of the effects of limiting interstate control by holding com-
panies are indicated by a comparicon of the geographical dispersion
of the systems under the act today with the situation existing in 1940,

1940 1948
Number of holding company systems providing clectric or gas service in—

20 or more Statos. 2 None
15 to 19 States__ .. 3 Nana
10 to 14 States._ . 7 .03
5 to 9 States. .. 17 13
3 or 4 States. I . . - 17 13
B OT 2 BB i o e e s 1% 16

Tatal systems subject to theaet. o iaos 58 1 45

! Does not include Engineers Publie Service Co. nowl in final stages of lquidation sid which now has
no subsidiaries.

172 companies with assets of $2.700,000,000 on December 31, 1938,
3 20 companies with assets of $400,000,000 on December 81, 1938,
# Asseta caleulated as of December 31, 1947,
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While, in past years, substantial emphasis has been placed upon the
divestment of nonretainable assets of holding companies, activity has
centered also around retainable properties which are being knitted into
integrated systems subject to the Commission’s continuing jarisdiction.
Divested companies remaining subject to the act have been fitted either
into new integrated systems created from suitable portions of the
old systems or into entirely different systems with which integration
of the divested properties is found to be feasible. Thus, the reorgan-
ization of the former system of American Water Works & Electric
Co., Inc. involved the segregation of the utility and miscellaneous
properties under The West Penn Electric Co., a former subsidiary
which now is a top registered holding company under the act. The
Commonwealth & Southern Corp, reorganization has produced the
formation of The Southern Co., & registered holding company whose
subsidiaries comprise the former southern utility properties of the
old parent company. The so-called “Central System” of American
Gas & Electric Co. system is being developed as an integrated utility
system through various purchases and sales of properties, thus requir-
inﬁ the parent to remain registered as a holding company. Numerous
other systems such as Central and South West Corp., Columbia Gas
System, Inc., Consolidated Natural Gas Co., and New England Elec-
tric System might also be mentioned in this connection. Some prob-
lems of integration remain in many of these systems, but it is now
readily apparent that a substantial number of new integrated systems
are in the making,

STATUS OF INTEGRATION AND SIMPLIFICATION PROGRAMS

There has been activity during the 1948 fiscal year in nearly all of
the public-utility holding company systems subject to the act. Prin-
cipal developments, however, occurred in the following 15 systems,
which are described in this section :

American Gas & Electric Co.

Cities Service Co. ;

The Commonwealth & Southern Corp.
Electric Bond & Share Co.
Engineers Public Service Co.
International Hydro-Electric System.
The Middle West Corp.

New England Publie Service Co.

The North American Co.

Ogden Corp.

Btandard Power & Light Corp.
Standard Gas & Electrie Co.

The United Corp.

The United Light & Railways Co.
The West Penn Eleetric Co.

American Gas & Electric Co.

American Gas & Electrie Co. (American Gas) has proceeded during
the past fiscal year with the divestment of its common stock holdings
in Atlantic City Electric Co. (Atlantic City). This constitutes the
only remaining holding which the Commission has held to be not
retainable by this company under section 11. In September 1947
American (Fas disposed of 343,106 shares, or 80 percent of its common
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stock holdings in Atlantic City, by a sale to underwriters.* An addi-
tional 448,232 shares has since been distributed as dividends by Ameri-
can (Gas up to June 30, 1948. It is anticipated that similar stock divi-
dend payments will complete the divestment of this holding by the
close of 1948. :
In April 1948 Indiana Service Corp., a subsidiary of American Gas,
-disposed of its transportation properties in Fort Wayne as regnired
by previous order of the Commission® Indiana Service Co. has since
been merged, with Commission approval, into another subsidiary,
Indiana & Michigan Flectric Co.®
On August 19, 1948, approval was given to the acquisition by Ameri-
can Gas of the common stock of Citizens Heat, Light & Power Co.
(Citizens) of Indiana from United Public Utilities Corp.” It was
found that this acquisition tended toward the economical and eflicient
development of the so-called Central System. The approval was con-
ditioned, however, so that American Gas was required to dispose of
Citizens’ water properties within 1 year from the acquisition date.

Cities Service Co,

Cities Service Co.’s (Cities) plan of corporate simplification filed
pursuant to section 11 (e) was consummated in June 1947. Under
that plan, new debentures were issued by Cities to holders of its out~
standing preferred and preference stocks in a principal amount equiv-
alent to their redemption prices plus accumulated dividend arrears,
the latter totaling approximately $50,000,000. Provision was also
made for the immediate retirement of about 40 percent of outstanding
long-term debt and for application of anticipated proceeds from the
disposition of utility subsidiary companies to the retirement of the
remaining long-term debt and to the reduction in the amount of new
debentures. s

Federal Light & Traction Co. (Federal), a subsidiary holding
company of Cities, was liquidated in October 1947 pursuant to a plan
filed under section 11 (e). The plan was approved on September 11,
1947% and provided, in part, for the immedinte cash payment to pre-
ferred stockholders of the stated value ($100) of their stock plus
accrued dividends and for a pro rata distribution to the common stock-
holders of shares in Public Service Co. of New Mexico {Public Serv-
ice) and Federal Liquidating Corp., the latter formed as a vehicle
for consummating the plan. The common stockholders of Federal also
received an $11 per share cash distribution. An amount of cash cover-
ing the call premium on the outstanding shares of preferred stock
was placed in escrow pending a determination of any additional
amounts to which the preferred holders may be entitled. Reserva-
tion of jurisdiction over this matter was expressly ordered. In April
1948, Cities disposed of its interest in the common stock of Public
Service Co. of New Mexico, acquired by reason of the liquidation of
Federal. Disposition was made by sale at competitive bidding.®

An application was filed in May 1948 by Arkansas Natural Gas
Corp. (Arkansas), a holding company subsidiary of Cities, which

* Holding Company Act release No, 7717,

8 file No, 70~1777.
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involves the creation of two new corporations to which are to be
transferred the pipe-line transpoitation system and the natural-gas
producing properties, respectively, now owned by Arkansas Louisiana
Gras Co. (Ark-Lou), a subsidiary of Arkansas. The capital stocks of
the new corporations are to be acquired by Ark-Lou and distributed to
its parent, Arkansas. This will leave Ark-Lou owning only gas distri-
bution properties. After these transactions are completed all of the
capital stock of Ark-Lou will be sold by Arkansas. Hearings on the
application have not yet been concluded.

The Commenwealth & Southern Corp.

On August 1, 1947,° the Commission approved a plan, filed as a
part of this company’s over-all program under section 11, providing,
m substance, for the transfer by Commonwealth of all of its interest
in four southern operating companies to a new holding company, The
Southern Co. (Southern). On the same date, pursuant to the stand-
ards of section 11 (b) (1), the Commission required the divestment
from the Commonwealth holding company systent of its northern sub-
sidiaries, South Carolina Power Co., and its interest in the nonelectric

‘properties of the aforesaid four southern operating subsidiaries. In
connection with this plan Commonwealth had agreed to dispose of all
its interests in subsidiary companies, other than those transferred to
Southern, and to dispose of its interest in Southern after the retirement
of Commonwealth’s preferred stock. oo

In accordance with Commonwealth’s agresment, a new plan under
section 11 (e) was filed by Commonwenlth on July 80, 1947 It pro-
vided, briefly, for: (@) The retirement of all of its outstanding pre-
ferred stock by the distribution in exchange therefor of its portfolio
common stock holdings in two subsidiaries; Consumers Power Co. and
Central Tllinois Light Co.; (#) the distribution of Commonwealth’s
remaining assets to the holders of its coinmon stock; (¢) the cancella-
tion of Commonwealth’s option warrants; and (4) the dissolution of
Commonwealth.

Hearings on the plan were instituted in October 1947 and concluded
in January 1948, Subsequently, representatives of substantial
amounts of Commonwealth’s preferred and comunon shareholders
offered a “compromise proposal” which would alter somewhat the
ratios of stock allocation and the amount of cash payment to the pre-
ferred stockholders. On June 11, 1948, the staff of the Division of
Public Utilities filed its proposed findings and opinion in which it
found that the plan as filed was unfair to the preferred stockholders
since it did not adequately compensate them for the surrender of their
rights. It was stated, however, that the plan could be found fair if
it were amended in o manner consistent with suggestions in the “com-
promise proposal.,” OndJuly 7, 1948, Commonwealth amended its plan
in 2 manner deemed by the company to be consistent with the “com-
promise proposal” and the stafi’s proposed findings. The hearings
were reopened on the amended plan, further evidence taken, and the
record closed. The case is now before the Commission for its decision.

During the fiscal year there have been various divestments from the
Commonwealth holding company system pursuant to the terms of
the statute. Commonwealth’s interest in South Cardlina Power Co.

1 Holding Company Act relense No. 7815,
1 Holding Company Act release No. 7667.
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has been sold to a nonafliliated company.’? Additienal divestments
by companies in the Commonwealth system-included the sale by Ala-
bamsa Power Co. of its gas distribution properties at Phenix City,
Ala, 2 and its transportation properties at 'Tuscaloosa, Ala.; * the sale
by Gulf Power Co. of its gas properties in the cit(yj of Pensacola,
Fla.;* the sale by Southern Indiana Gas & Electric Co. of its trans-
portation properties in Evansville, Ind,;* and the sale by Georgia
Power Co. of its gas properties located 1 Columbus and Americus,

Ga.”
Electric Bond & Sh.are Co.

Electric. Bond & Share Co. (Bond & Share{{ is continuing its pro-
gram of reducing its holdings of utility stocks, looking toward the
final divestment of all such investments in the United States and its
emergence as nn investment company. Bond & Share presently has
four major subholding companies: American & Foreign Power Co.,
Inc. (Foreign Power) ; American Power & Light Corp. (American);
Electric Power & Light Corp. (Electric) and National Power & Light
Co. (National). American Gas & Electric Co., formerly a subholding
company, ceased to be a statutory subsidiary of Bond & Share in March
194718

The plan of reorganization of Foreign Power was discussed in
findings issued by this Commission on November 4, 1947, and ap-
proved on November 19, 1947, after the filing of certain modifications.
Application was then made to the United States district court for
enforcement. Under the plan, Foreign Power's corporate structure,
presently consisting of two classes of debt securities, three series of
preferred stock, common stock, and option warrants to purchase com-
mon, would be recapitalized and simplified by the issuance and sub-
stitution of two debenture issues and common stock. On September
18, 1948, the court entered its decision approving the plan as submitted.
« During November 1947, American, which is largest of the four
Bond & Share subholding companies, advised the Commission that
‘market conditions were such that its then pending plan was no longer
feasible and that it proposed to file o new plan for disposition of its
assets and readjustment of the rights of its security holders. The
new plan pursuant to section 11 (e) was filed jointly by American
and Bond & Share on April 8, 19482 In general, the plan proposes
the distribution, directly or indirectly, by American to its preferred
and common stockholders of all its assets. Specific allocations of
American’s assets to its preferred and common stockhelders were not
included in the -plan as filed. The joint applicants were not in agree-
ment, at the time of filing, on such allocation. But the two com-
panies expect to reach agreement: after the conclusions of hearings
on the application or to file separate amendments containing their
individual allocation proposals at that time. Bond & Share has indi-
‘cated that within 1 year after the effective date of the plan it will

1% Holding Company Act.relense No, 8080 (1948).

1 Holding Company Act release No. 7585 (194’2’;.
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dispose of any securities received by it from American under the
pﬁa_m. 1Hearilrlgs before the Commission are presently in progress on
this plan.

Electric, another subholding company of Bond & Share, also with-
drew the section 11 (e} plan which it had on file with the Commission
because of changes in market conditions. A new four-part plan
was filed jointly by Electric and Bond & Share on March 25, 1948.2
The plan provides for the. transfer to & new company of securities
of four of Electric’s subsidiaries which operate in the Arkansas, Mis-
sissippt and Louisiana area. Electric will receive the common stock
of the new company, which will register as an electric utility holding
company. Provision is also made for the settlement of claims against
Bond & Share and -its subsidiaries by the payment of $2,200,000 to
Eleectric. The third part of the plan contemplates an allocation of
Electric’s common-stock holdings in United Gas Corp. and the new
holding company to the exisling classes of preferred stock to effect a
retirement of thesé shares. Finally, Electric is to be dissolved and its
assets, consisting of the remaining shares of its holdings in United
(Gas Corp. and the new holding company, will be distributed among
the common sfockholders. earings on this program have been
closed, briefs filed, and oral argument held. The matter is now
ibefore the Commission.

National, the fourth subholding company of Bond & Share, has
already disposed of substantially all of its interests in utility sub-
sidiaries. The consolidated book assets of this holding company have
contracted from a figure of $570,000,000 at the date of initial registra-
tion with the Commission to approximately $45.,000,000 at the present
time. In 1947, National filed an amended plan under section 11 (e)
for the reorganization of Lehigh Valley Transit Co. (Lehigh), largest
of its remaining subsidiaries. This is a further step looking toward
the final distribution of National’s remaining assets and its complete
liquidation. Under this plan Lehigh would retire its outstanding
bonds with cash or the delivery of Pennsylvania Power & Light Co.
414 percent preferred stock shares. The preferred stock of Lehigh
would be retired by cash payment to the public holders and the
issuance of new common shares for those preferred shares held by
National. Additional new common would be issued to replace the
old common, publicly held, on a share-for-share basis. This plan was
approved with some modification by the Commission after the close
of this fiscal year # and the application for enforcement in the district
court has also been approved. .

Engineers Public Service Co., Inc. ' .

Engineers Public Service Co., Inc. (Engineers) has progressed with
its program under section 11 to the point where its consolidated assets
have been reduced from $370,000,000 at the time of original registra-
tion to a current figure of approximately $5,000,000. Its eventual
liquidation awaits the results of final court determination with respect
to certain aspects of its plan of reorganization filed under section 11.

This plan as amended was approved by this Commission on January
8, 1947 and application for enforcement was made in the district

2 Holding Company Act releage No, 8086,
2 Holding Company Act releases Nos. 8445 and 8407,
# Holding Company Act releage No. 7119,
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court. On Muay 15, 1947, that court disapproved a part of the plan
calling for the payment of the full voluntary redemption prices in
retiring Engineers’ preferred stocks. However, it permitted consum-
mation of the plan by the payment of $100 plus accrued dividends to
the preferred holders and the escrowing of an amount sufficient to
cover the difference between the involuntary liquidation price and
the voluntary redemption prices in the event that it should be de-
termined on appeal that the preferred stockholders were entitled fo
the larger amounts.

On appeal from the decision of the district court, the circuit court
of appeals on March 19, 1948, expressed agreement with the district
court’s conelusion that the plan of reorganization for Engineers was
unfair and inequitable, but vacated that court’s order, upon the ground
that the distriet court should have entered an order disapproving the
Elan originally submitted to it, instead of modifying the plan as it

ad done.>®

On August 23, 1948, since the close of the fiscal year, this Commis-
sion has petitioned the United States Supreme Court for a review of
the final order of the third cireuit court. The Supreme Court has
granted certiorari.

International Hydro:Eleclﬁc System

This company (IHES) is presently under order of the Commission
to liquidate and dissolve. On September 12, 1947, a plan toward this
end was approved. The plan provided for the payment by THES to its
debenture holders of 30 percent of the principal amount of its out-
standing debentures,® The plan also received approval of the district
court and has been consummated.

Additional plans providing for the complete liquidation of
THES have been filed by a number of parties,including the trustee for
the company and various security holders. However, one such holder
contends that due to changing circumstances the Commission’s order
for dissolution of the company should be altered to one requiring only
its reorganization. Extended hearings on all such plans have been
coriducted since October 1947 and were not yet concluded at the close
of the fizcal period.

The IHEE holding company system has already been substantially
contracted. At the time of initial registration there were 66 direct
and indirect subsidiaries as against 10 at the close of the fiscal year.
Consolidated assets likewise show a reduction of approximately
$400,000,000.

The Middle West Corp. '

In May 1947 the management of the Middle West Corp. (Middle
West) deemed it advisable for the benefit of stockholders to dissolve
the corporation. It presented an appropriate resolution to its stock-
holders who, in August 1947, voted in favor of this decision. Middle
West has filed no overall plan of dissolution but has taken a number of
steps tending toward that result. Its common stock holdings in
Oklahoma Power & Water Co. were sold to another company in Decem-
ber 1947 In February, it disposed of its common stock of Central

%168 . (2d) 722,
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# Holding Company Act release No. 7942,
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Ilinois Public Service Corp. by distribution. to its own common
stockholders,® A plan of its subsidiary, North West Utilities Co.
(North West), approved by the Commission on December 31, 1947,
was also carried to completion after receipt of the district court order
of enfoicement in March 1948. This plan, filed under section 11 {e),
provided for the distribution of cash and common shares of Wiscon-
gin Power & Light Co. in exchange for the publicly held shares of
North West preferred stocks. The remaining assets of North West
consisting of additional commeon shares of Wisconsin Power & Light
Co. plus cash were distributed to Middle West. Digsolution of North
West is anticipated as soon as practicable.

New England Public Service Co. , .

In connection with the plan of recrganization described in the Thir-
teenth Annual Report, the Commission instituted enforcement proceed-
ings in the district court and, on August 6, 1947, the court approved
the plan and ordered it carried out.*® Thereafter, New ]England
Public Service Co. elected to go forward with one of the alternative
procedures permitted by the plan and gave notice of its adoption of
the so-called “alternative 1,” which gave to the prior lien preferred
stockholders of New England Public Service Co. the option to take
common stock of Public Service Co. of New Hampshire in lien of cash.
On September 15, 1947, the Commission approved the adoption of
alternative 1 and the plan has been carried out to the extent of the
retirement of all of the prior lien preferred stock of New England
Public Service Co. by the payment of $100 per share plus accrued divi-
dends nnd the issuance of certificates of contingent interest. Accrued
dividends included substantial amounts of arrearages on both classes
of prior lien preferred. The certificates of contingent interest repre-
sent the holders’ claims, as yet of undetermined value, to call pre-
miums on the retired preferred shares.

A parent of New England Public Service Co.. Northern New
England Co., which owns 32.5 percent of the former company’s com-
mon stock and is also a respondent. in the section 11 (b) (2) proceed-
imngs instituted by the Commission, filed on January 30, 1948, a volun-
tary plan for its partial liquidation, which plan was still pending at
the close of the fiscal year. .

The North American Co.

The section 11 (e) dissolution plan of Washingion Railway & Elec-
tric Co. (Washington Railway), a subsidiary of the North American
Co. (North American), was consummated in the fall of 1947, North
American, by reason of its holdings of common stock of Washington
Railway, acquired directly 2,073,113 shares of common stock of Poto-
mac Electric Power Co. (Potomac)® and 106,456 shares of capital
stock of Capital Transit Co.®® By the end of the fiseal year, North
American had disposed of all of its holdings of the common stocks of
Potomac and of Wisconsin Electric Power Co. (Wisconsin Electric),
constituting about 60 percent and 84 percent, respectively, of the out-
standing common stock of these companies.® .

* Ry Commission order dated January 23, 1948,
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After approval by the Commission of the amended section 11 (e)
dissolution plan for North American Light & Power Co. (Light &
Power),® the District Court of the United States for the District of
Delaware entered its order enforcing the plan® ‘The plan has been
consummated as to the public preferred stockholders of Light & Power
but certain common stockholders have appealed from the decree of the
court, and this appeal is now pending in the Circuit Court of Appeals
for the Third Circuit.® In December 1947, Light & Power sold its
entive holdings of common stock of Northern Natural Gas Co. by
competitive bidding.® : ‘

North American remains with Light & Power, Union Electric Co,
of Missouri, and several minor nonutility subsidiaries. Under the
plan for the dissolution of Light & Power, North American will
acquire directly all the common stock of the Kansas Power & Light
Co. and Missouri Power & Light Co., and up to approximately 35
percent of the common stock of Illinois Power Co. These holdings
are required to be divested under the Commission’s ovder of April
14, 1942, which requires that North American sever its connections
gith all subsidiaries except Union Electrie and 60 Broadway Building

orp.

Ogden Corp.

Since the initial registration of Utilities Power & Light Corp.,
predecessor of Ogden Corp. (Ogden), consolidated assets of this sys-
tem have been reduced from approximately $314,000,000 to less than
$10,000,000 at the close of the fiscal year. 't

On July 29, 1947, an amended plan porsuant to section 11 (e) was
approved which provided for the liquidation and dissolution of

gden’s subsidiary, Central States Utilities Corp. (Central Utilities),
and the latter’s subsidiary Central States Power & Light Corp. (Cen-
tral States). Under the plan cash payments were made to the debt
holders and the preferred stockholders of Central States other than
Ogden and to the bondholders of Central Utilities other than Qgden.
The residual net asseis of both companies were transferred to Ogden
Corp. Court approval of the plan was obtained on October 28, 1947,
and liguidation of the two subsidiaries was commenced in April 1948,

Another subsidiary of Ogden completed an urgently needed finan-
cial reorganization during the past year. This action was taken after
the Commission approved the sale of new bonds, debentures, and com-
mon shares by Interstate Power Co. to retire its outstanding mortgage
debt.® An amount of unsold common shares was placed in escrow in
favor of the holders of Interstate’s securities junior to the first mort-
gage bonds. This reorganization of Interstate constitutes a necessary
step prior to the disposition by Ogden of its interest in the company.

On August 3, 1948, an order was entered by the Commission pur-
suant to section 5 (d) stating that Ogden has ceased to be a holding
company. The order was made subject to certain conditions, how-
ever, which were necessary for investor protection in connection with

3 Holdlog Company Act release No. 75158 (1947).
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remaining unresolved problems related to Ogden’s interest in Inter-
state Power Co.2

Standard Power & Light Corp.—Standard Gas & Electric Co.

On October 3, 1947, Standard Gas & Electric Co. (Standard Gas)
filed 2 plan to dispose of its holding of stock in a subsidiary company
and to accomplish other corporate changes. The plan was not ap-
proved unanimously by all directors and two dissenting members of
the board submitted a separate plan.

Shortly thereafter, on October 8, the Commission permitted a
declaration to become effective allowing a protective committee for
§7 and $6 cumulative prior preference stock of Standard Gas to
solicit all such holders in connection with the reorganization of
Standard Gas#? This protective committee, on October 23, filed a
petition which, among other things, requested that the Commission
act to prohibit the holding of the annual meeting of stockholders of
the company, the solicitation of proxies by Standard Gas for this
meeting, and the election of directors for Standard Gas. The com-
mittee further requested the Commission to apply, under section 11
(d), te & court and to petition the court to appoint the Commission
as trustee to hold and administer the assets of Standard Gas. It was
also r(tlaquested that the plan of the company, filed Qctober 8, be dis-
missed.

A memorandum opinion and order of the Commission dated October
30, 1947, pointed out that the company plan was vague and indefinite
and Standard Gas was required to show cause why the plan should
not be dismissed.® In addition, Standard Gas was prohibited from
soliciting proxies for the annual meeting unless prior approval of
the Commission was received; Standard Gas, its parent Standard
Power & Light Corp. (Standard Power), and their respective af-
filiates were prohibited from entering into new contracts without
giving the Commission 10 days’ notice of such intention ; and pending
the conclusion of hearings, Standard Power was prohibited from vot-
ing its stock holdings in Standard Gas, Standard Gas was directed
also to show cause why it should not be ordered to liquidate or re-
capitalize on a one-stock basis.

tandard Gas subsequently filed a declaration regarding its pro-
})osal to solicit proxies for the annual meeting and a consolidated
iearing was held to consider the matter specified in the Commission’s
memorandum opinion and order of October 30, 1947, While the hear-
ings were in progress the Commission postponed the annual meet-
ing ** and subsequently, in its findings and opinion of February 17,
1948, permitted Standard to solicit proxies in connection with this
deferred annual meeting. Permission was conditioned so as to re-
quire Standard Gas to send a copy of the Commission opinion to
each stockholder at the time of solicitation.*® In permitting this
action the Commission took note of & program of action, approved
by the board of Standard Gas on February 4, 1948, which included
the following steps: (1) Selection of a new chief executive to serve

¢ Holding Company Act release No, 8402,
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as chairman of the board and president of the company and as a
director to be elected by the holders of prior preference stock; (2)
amendment of the certificate of incorporation and bylaws to provide
for an increase in the board of directors from eight to nine members
of whom three would be elected by holders of prior preference stock;
(3) immediate consideration by the new board of steps to be taken
to comply with section 11 of the act; (4) selection of new counsel
for purposes of the section 11 proceedings; and (5) consent by the
company to the entry of an order by the Commission pursuant to
section 11 (b) (2) of the act requiring the dissolution and liquidation
of Standard Gas or its recapitalization on a one-stock basis. On
March 1, 1948, the Commission ordered the hearing reconvened to
consider what action should be taken by Standard Gas to effect com-
pliance with section 11 (b(}) (2) of the act.** A hearing has been
held on this issue and the Commission has the matter under advise-
ment.

The Philadelphia Co., a registered holding company and a sub-
sidiary of Standard Gas, was ordered by the Commission on June 1,
1948, to dispose of its gas and transportation properties and, after
completion of such dispositions, to liquidate and dissolve” At pres-
ent the system of the Philadelphia Co., aggregating $370,000,000 in
ussets, supplies eleetrie, gas, and transportation services in the city of
Pittsburgh, Pa., and its surrounding area. Petitions for rehearing,
filed by Philadelphia Co., certain of its subsidiaries, and Standard
Gas were denied l?y the Commission on June 30, 1948.4% An appeal to
the Court of Appeals for the District of Columbia has been taken
by Philadelphia Co. and Standard (tas since the close of the fiscal year.

Philadelphia Co. has also presented a plan of reorganization of its
gas properties in Pennsylvania, and this plan was approved by the
Commission on June 30, 1948. Under the plan, all the gas properties
of the Philadelphia Co. and its subsidiaries located in Pennsylvania
will be brought under the ownership of Philadelphia Co.’s present
subsidiary, Equitable Gas Co. Equitable Gas Co. is being recapital-
ized so that its outstanding securities will consist only of first mort-
gage bonds and common stock, the latter to be owned by Philadelphia
Co. To this end, Equitable Gas Co. recently completed the sale of
$14,000,000 of mortgage bonds and transferred the proceeds to Phila-
delphia Co. in payment for the gas properties received from that com-
pany. The Commission’s order approving these transactions required
that the proceeds received by Philadelphia Co. be applied solely to
the reduction of its own outstanding debt. :

On Qctober 28, 1947, the Commission approved a section 11 (e) plan
of Louisville Gas & Electric Co, (Delaware), another subsidiary of
Standard Gas.®® The plan provides for the distribution by that ¢om-
pany of its common-stock holdings in Louisville Gas & Electric Co.
{Kentucky) and subsequent dissolution of the Delaware company.
The distribution of these holdings, which constitute the Delaware com-
pany’s principal asset, is'to be made in the ratios of 11, shares of the
Kentucﬂy company common stock for each share of class A eommon
stock of the Delaware company and 0.913 of a share of the Kentucky
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company common stock for each share of class B common stock of the
Delaware company. The holdings of Standard Gas in the cemmon
shares of Kentucky are to be disposed of as soon as the dissolution of
the Delaware company.is acecomplished.

Following its approval of the plan, the Commission applied to a
Federal distriet court for enforcement of the plan. On May 13, 1948,
the court remanded the case to the Commision in view of the court’s
opinion, eontrary to that of the Commission, that the class A stock
of the Delaware company has the right to cumulative dividends.®
Despite the court’s different view on this point it nevertheless found
the plan to be fair and equitable. Since the close of the fiscal year
the Commission held oral argument on the cumulative feature and in
supplemental findings reaffirmed its previous order, finding that the
proposed allocations were still within the range of fairness.”> Upon
subsequent application for enforecement by the Commission the court
issued its order providing that the plan be made effective on Septem-
ber 3, 1948, ,

Hearings were ordered and, since the close of the fiscal year, have
been held on the section 11 (e) plan of Market Street Railway Co.
(Market Street), a nonutility subsidiary company of Standard Gas.
Included in the plan is an agreement among Standard Gas, Market
Street, and a committee of prior preference stockholders designed to
settle the open account indebtedness owed to Standard Gas by Market
Street and .pending litigation with respect thercto. It also provides
for the settlement of other claims, distribution of remaining assets to
tShe holders of its prior preference stock, and the dissolution of Market

treet.

The United Corp.

The United Corp. (United) owned substantial amounts of the com-
mon stock of four major subholding companies: Public Service Corp.
‘of New Jersey (Public Service}, Columbia Gas System, Ine. (Colum-
bia), the Cincinnati Gas & Electric Co. (Cincinnati), and Niagara
Hudson Power Corp. (Niagara Hudson). L .

On August 14, 1943, the Commission issued an order under section
11 (b) (2) directing that United change its existing capitalization to
a single class of common stock and cease to be a holding company.®
The Commission having subsequently approved two voluntary ex-
change plans for United’s preference stock * under the terms of which
approximately 54 percent of that stock was eliminated, United filed, in
July 1947, a plan under section 11 (e) for the mandatory retirement
of the remaining shares in exchange for a package of %6 in cash, one
share of common stock of Public Service Electric & Gas Co. (PEG)—
as reorganized according to the plan described in the following para-
graph—one share of common stock of Columbia, one-fourth of a share
of common stock of Cincinnati, and one-tenth of a share of common
stock of South Jersey Gas Co. (South J ers&i;'). On April 9, 1948,
after appropriate hearings, the Division of Public Utilities filed its
recommended findings and opinion recommending approval of the
plan if modified in certain minor aspects, which include the elimination

5L I'n the Matter of Loutsvitle Gas & Flectric Uo., 77 Fed. Supp. 176,
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of the -South Jersey stock from the package because of the character
and small size of tﬁat company and the fractional interest to be dis-
tributed. On August 9, 1948, the plan was approved after being
amended by the company in accordance with modifications indicated by
the Commission in its previously issued findings and opinion. Applica-
tion has been made to the appropriate court for enforcement of the
Commission’s order, arguments have been heard, and the matter has
been taken under advisement.

PEG was one of three public-utility subsidiaries of Public Service
Corp. of New Jersey which, together with a transportation holding
company subsidiary, made up the Public Service subholding company
system, Pursuant to a plan approved by the Commission ** and en-
forced by the district court on December 30, 1947, and March 19, 1948,
respectively, the ownership of the transportation holding company
was transferred to PEG, the holders of perpetual certificates of Pub-
lic Service received debentures of PEG m exchange, the public hold-
ers of Public Service noncallable preferred reccived PEG preference
stock in exchange, and the common stock of PEG and another subsidi-
ary of Public Service, South Jersey Gas Co., was distributed to the
common-stock holders of Public Service. The third utility subsidiary
of Public Service was sold to nonafliliated interests.®

The Columbia Gas System, Inc., formerly Columbia Gas & Electric
Corp., has divested itself of its electric utility subsidiaries * and now
comprises, except for a minor part of the systent, only gas utility and
related properties which the Commission had declared to he retainable.

Niagara Hudson, another of United’s subholding companies, owns
all the common stock of Buffalo Niagara Electric Corp., Central New
York Power Corp., and New York Power & Lliqght Corp., and, directly
or indirectly, of seven smaller companies. Niagara Hudson has on
file with the Commission two plans under section 11 (e) lookin
toward its elimination’ as a holding company. The first plan, ﬁle_g
May 19, 1948, provides for the consolidation of Niagara Hudson’s
three major subsidiaries. Under the provisions-of the plan the debt
of the three companies will be assumed by the consolidated company
and the holders of preferred stocks of the three companies will receive
in exchange therefor preferred stock of the consolidated company.
Niagara Hudson, which owns all the outstanding shares of common
stock of the three companies, will receive the common stock of the
consolidated company. A hearing on this plan was held on June 29,
1948. Proceedings are alse pending concerning the merger of two of
the seven smaller subsidiaries of Niagara Hudson, Northern Develop-
ment Corp., and Union Bag & Paper Power Corp., into two of the’
companies which are to be consolidated, either -before or after
consolidation. .

On June 23, 1948, Niagara Hudson filed the second plan, which
provides that Niagara Hudson will substitute 3 percent debentures,
maturing 10 years from the date of issue, for.its outstanding pre-
ferred stock and will distribute to its common stockholders for each
share of its. common stock tendered together with a cash payment of
$7.50 one shave of common stock of the consolidated company. Under
the plan, net income of Niagara Hudson and cash received by it in

5 Holding Company Act release No, 002 E194B).
e JHolding Company Act release No, 8164 (1048).
&1 Twelfth annual report, p. 61.
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the exchange will be applied to the payment of the bank loans of
Niagara Hudson presently outstanding in the amount of $21,370,000;
Niagara Hudson will aceept for exchange its new debentures at face
value in amounts up to $4 per share toward payment of the $7.50.
The offer will remain open until all bank loans and debentures are
retired through application of the funds received from stockholders
and from corporate net income. Upon the retirement of the deben-
tures, Niagara Hudson will distribute the remaining shares of com-
mon stock of the consolidated company to the remaining holders of
common stock of Niagara Hudson on a share-for-share basis, transfer
all its remaining assets to the consolidated company, and thereafter
Niagara Hudson will dissolve, While the plan is still formally on
file, discussions are being held with respect to revistons therein,

The United Light & Railways Co.

On December 31, 1947, the Commission approved a plan filed by
the United Light & Railways Co. (Railways) and ‘its subsidiary
American Light & Traction Co. (American) which proposes that
Railways will dispose of its interest in American and in any stocks
transferred by American to it. American will continue to operate a
separate integrated gas production, transmission, distribution, and
storage system.™

Details of the plan include, in part, the following procedures.
American will continue as parent company of a gas utility system
including a group of pipe line and gas distribution subsidiaries, but
will dispose of its holdings in Detroit Edison Co. and Madison Gas and
Electric Co. by public sale or distribution to its stockholders. In this
connection it is noted that, up to June 30, 1948, American had already
disposed of 969,160 shares of common stoek of Detroit Edison by sales
at competitive bidding or as dividends on its common stock. Proceeds
from the sale of the Detroit Edison stock by American are to be
invested prima,rigr in the equity of Michigan-Wisconsin Pipe Line
Co., 2 new long-distance line designed to bring gas from the Texas
area to the distributing subsidiaries of American. Under the plan,
American will also purchase all shares of its outstanding preferred.
stock tendered to it during & specific period. The offer fo purchase
has been fixed at $33 per share plus accrued dividends, As holder.
of a substantial block of these shares, Railways will make disposition
of its holdings through this offer. o

Railways also proposes to dispese of its interests in Madison Gas &
Detroit Edison (shares received from American) and will also divest
itself of its holdings in American through the payment to its own
stockholders of dividends of stock of this company or by sale through
a rights offering. Proceeds of stock sales made by Railways will then
be applied against its outstanding bank loan. ‘%he proceeds of new
serial note borrowing by Railways will be used to retire the prior
preference stock of Railways and to make an additional cash invest-
ment in its subsidiary, Continental Gas & Electric Corp., enabling the
latter company to retire a similar amount of its own outstanding bank
loans. Review proceedings with respect to certain aspects of this
approved plan are still pending.

% Holding Company Act release No, 7951,
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The West Penn Electric Co.* : ' C
American Water Works & Electric Co., Inc. {American) was dis-
solved during the past fiscal year. This was in accordance with the
two-plan program filed by the company under section 11 (e) and
approved after some modification by the Commission in.its findings
and opinions of December 23, 1946, and February 17, 1947.% .
Plan I, designed to establish an exempt holding company to acquire
and hold the water properties of American, was brought to comple-
tion with the sale of 2,687,069 shares of common stock of the Amer-
ican Water Works Co., Inc. (Water Works), a nonutility holding
company, at competitive bidding on September 25, 1947. The sale
was subject to a 10-day stand-by arrangement permitting the exei-
cise of subscription warrants by common stockholders of American
and acceptance of an exchange arrangement by certain public stock-
holders of Community Water Service Co. and Ohio Cities Water Corp.,
two intermediate holding companies which were to be dissolved.
Under these purchase and exchange rights 784,593 shares were taken
up; the balance of the common went to underwriters. .
Transfer of the water properties by American to the other holding
company and receipt of proceeds from the stock sale permitted Ameri-
can to go forward thereafter with plan IT looking toward its own
liquidation and dissolution. To this end, the outstanding debt and
referred stock of American were retired, but an escrow fund of
52,200,000 was established to provide for such additional payments to
the preferred holders, over and above par plus accrued dividends, as
the Commission and the courts may finally determine to be fair and
equitable, The common-stockholders of American received shares of
the reclassified common stock of The West Penn Electric Co. (West
Penn) which has now become the senior company of the utility system
remaining under the jurisdiction of this Commission. American con-
tributed all its remaining assets to West Penn, which also assumed
whatever liabilities were not otherwise provided for. Final dissolution
of American occurred in January 1948. It is noted that when Ameri-
can originally re,%istered under the act it had a total of 142 utility
and nonutility subsidiaries. West Penn which now succeeds it as the
rg}igstered parent holding company had 25 subsidiaries on June 30,
1948, .

FINANCING UNDER SECTIONS 6 AND 7

The postwar expansion program of the electric and gas industry,
which experts estimate will require an average expenditure of more
than $2,000,000,000 a year for the next 5 years, went into full swing
during the 1948 fiscal year. Reports indicate that about $2,200,000,000
was spent during that period with indications that expenditures in the
1949 fiscal year will exeeed that amount. In 1941 they amounted to
only $700,000,000 and in the peak years of the twenties never exceeded
$1,000,000,000. That the scale of expansion of the utility industry is
fully in step with that in other sectors of the economy is indicated by
the fact that capital expenditures for the country as a whole are
running at a dollar rate twice that of the peak years of the 192(0°s,
Furthermore, this increase in expenditures is not wholly due to price

. “.Ff:rmer]y a subsidiary of American Water Works & Electric Co., Inc,
- ® Holding Company Act releases Nog, 7091 and 7208,
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advances but represents an inerease in the rate of expansion in physical
facilities as is shown by the fact that private electric utilities plan to
install 17,000,000 kilowatts of capacity during the 4 years 1948-51,
as against 9,000,000 kilowatts installed in the previous 4-year period
of peak installation, 1925-28. .o .

To finance this huge volume of capital expenditures the gas and
electric industry drew on the capital markets for about $2,000,000,000
of new money, the largest amount ever raised for new construction by
the electric and gas utilities in any one year. The remainder of the
funds required, about $200,000,000, came from internal sources. To
obtain the funds raised from outside sources they sold approximately
$1,400,000,000 of bonds and debentures, placed about $300,000,000 of
short-term.notes with banks and other financial institutions, and sold
approximately $100,000,000 of preferred and $200,000,000 of common
stocks. Since more than $600,000,000 of securities were sold for re-
funding and other purposes, total issues for all purposes during the
year totaled over $2,700,000,000.

This trend was reflected fully in the financing operations of the
holding company systems subject to the act as evidenced by the fact
that applications and declarations for security issues approved under
sections 6 (b} and 7 rose from $1,200,000,000 1n the fiscal year ending
June .30, 1947, to $1,900,000,000 1n the 1948 fiscal year. This level was
only $400,000,000 below the figure for 1946, which represenis the all-
time peak for financing under the act. Fifty percent of the dollar
amount of financing approved in 1948 took the form of bonds and
debentures, £4 percent was in short-term notes sold primarily to banks,
and 26 percent in stock, of which 22 percent was represented by com-
mon and 4 ?ercent by preferred.

The dollar volume of refunding issues was slightly higher,
$573,000,000 as against $557,000,000.1n 1947. But the percentage to
the total declined from 49 percent to 31 percent. In 1946 refunding
accounted for 85 percent of the total, amounting to over $2,000,000,000.
The factors accounting for the continued decline in the importance
of refunding issues since 1946 are the same as were pointed out in last
year’s report, namely, that most companies had already completed
their refundings. Furthermore, money rates have continued to harden
and other costs of refunding have remained on a mere expensive
plane. All of the increase in financing during the past year can be
accounted for by issues for new money. The dollar volume of new
money issues rose from $287,000,000 in 1947 to almost $1,000,000,000
in 1948, In 1946 new money issues accounted for only $2,000,000 of
the total and in the previous peak year, 1942, it totaled only
$90,000,000.. Issues for new money accounted for over 50 percent of
the total dollar value of applications and declarations approved in
1948, as against 25 percent 1n the previous year and less than one-
tenth of 1 percent in the 1946 fiscal year. Two hundred and twenty-
six of the 285 issues approved during the year were for this purpose
in whole or in part. The significance of these data is enhanced when
considered in the light of the fact that, during the period in question, a
substantial number of companies have been released from jurisdiction
of the act by divestment under section 11.- »

Bonds and notes were the principal vehicle employed to raise this
new money, accounting for 40 percent and 27 percent, respectively,
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of the total applications and declarations authorized in 1948. In the
previous year notes and common stock predominated. Of the 56
bond issues approved, 42 were sold at competitive bidding in an aggre-
gate amount of $338,000,000; 13 issues totaling $47,000,000 were

laced directly with banks and insurance companies; and 1 issue of
51.4,000,000 was taken by the parent company. With respect to the 106
note issues authorized 98, amounting to $222,000,000, were placed with
banks and insurance companies and 8 issues totaling $46,000,000 were
taken by parent companies. Of nine debenture issues approved in the
1948 fiscal year eight, with a dollar volume of $118,000,000, were offered
to the public through underwriters, and one, amounting to less than
$500,000, was taken by an insurance company.

The most striking change in the patiern of financing from the
previous year was in the increase in the pereentage of notes and com-
mon stock and the decline in preferred stock. However, the proportion
of new money financing reflected in authorizations of preferred and
common stocks was relatively low. The 44 common-stock issues repre-
senting approximately $117,000,000 of new money financing accounted
for only 12 percent of the total dollar volume of new money offerings.
This relatively minor proportion of common financing is considered due
to the combined effect of several factors. In part, it reflects the less
fuvorable market conditions prevailing since 1946 and the relatively
high-yield rates necessary to generate public buying interest. The
influence of these two elements is, of course, heightened by the con-
tinned existence of a strong market appetite for bonds, debentures,
and notes at very attractive rates of interest. It is recognized, how-
ever, that common ecapital is being increased in many instances by
retention of a portion of earnings, which thus assists in preserving a
balaneed capital structure. ‘

Of the common stock financing authorized during the year, over
90 percent represented sales of stock by subsidiaries to their parent
companies. Thus, utility holding companies have purchased over
$100,000,000 of such common stock offerings, to this extent facilitating
the growth of equity capitalization. Of the total amount, $32,000,000
was taken by American Light & Traction Co., $25,000,000 by American
Gas & Electric Co., $13,000,000 by Electric Power & Laght Corp.,
$11,000,000 by the North American Co.; $8,000,000 by The Middle West
Corp., and the remainder in lesser amounts by other registered holding
companies. In a number of instances funds used to make such stock
purchases have been derived from the sales of the stock of other sub-
sidiaries by the holding company parent pursuant to divestment
programs approved by this Commission under section 11 (e). In
other cases the holding companies have resorted to public financing
in order to provide the funds required by their subsidiaries.

There has been little marked change in the lack of public appetite for
preferred stocks. This trend has nceentuated the reliance upon debt se-
curities and is sufliciently important to merit some discussion at this
point. Yields on preferred stocks were driven to record lows (3.25 per-
cent to 3.35 percent for electric utilities) early in 1946 as a result of
heavy buying by institutions, induced by the pressure of idle funds.
With the postwar development of broad outlets for funds such as mort-
gages and privately placed industrial construction loans, the institu-
tional market for preferred stocks narrowed. Since yields on preferred
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stocks had for some years been too low to interest individual investors,
the contraction in the institutional demand was immediately felt in
the form of increased yields. A large portion of medium grade stocks
was forced into the individual investor market at yields sometimes in
excess of 5 percent. The sale of preferred stocks, particularly the
medium grade issues, may also have suffered from the less favorable
trend of earnings displayed by many companies in recent months.
. Sinece institutions were no fonger under any particular pressure to
buy.preferred issues, they were In a position to demand certain con-
cessions in the terms of security. In this way the sinking fund came
into use in connection with utility preferred stocks, These provisions
wers initially set up on a 2 percent basis, although some later issues
have carried requirements of 214 percent or 8 percent, Thus pre-
ferred stock ceases to be permanent capital. A variation of this
arrangement is the purchase fund, which typically operates only when
the security is selling at less than a specified price, usually par or the
offering price. While a sinking fund or purchase fund appeals to
institutional investors, it places an additional cash requirement upon
the issuer and has undoubtedly led some companies to seek other means
of financing. . : : o

The declining interest in preferred stock has rendered more difficult
the problem of maintaining an adequate proportion of equity security
in the capital structure. This is particularly true in view of the
large sums still to be raised for construction purposes. However, we
are continuing our attempts to encourage equity financing as a means
of preserving that strength of the operating companies which has been
achieved through several years’ work of overhauling their financial
structures and property accounts.s o

OTHER ACTIVITIES UNDER THE ACT

- The remainder of the Commission’s work load under the Public
Utility. Holding Company -Act relates principally to the administra-
tion of sections 2, 3, 11 (g), 12-(b), 12 (e), 12 (f),and13. The cases
arising under these sections are numerous, but few are of an involved
nature. A number, particularly exemptions, received little attention
during the war due to shortages of personnel, but with the.return of
experienced veterans this backlog has been su’bsta.ntially reduced and
reattainment of & current status is in view.

Case load—other activities

Number of i
. Number of | Nuorher
%ﬁe%drigeg‘s praceedings | pending
Fiscal year ending June 30— opencd * disposed at end of
during of during fizcal
fiseal year flscal yoar year
L U 208 400 144
- 419 376 187
431 401 212
200 349 162
1 204 152

€ Attention s invited to the Tenth Annunl Report in which these developments were
discussed. . . : - ) .
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The Commission’s task of administering the Public Utility Hold-
ing Company Act of 1935 has been performed in the past year with
approximately 158 man-years of personnel. Following is a record
of personnel employment for this phase of the Commission’s work for

each of the past 5 years:
Divigion
«.employment in

Fiscal year end June 30— man-years
o 193. 3

172, 6
172, 4

STATISTICS OF LITIGATION UNDER THE ACT

The results of the year’s work in the Federal courts are summarized
in the data which follow. ; -

Applications by the Commission in district courts io enforce and carry out
wvoluntery plans pursuant to scction 11 (e)

Fiscal yenr

"7 | 1948

Pending at beginning of Fear_ . ...
Filed during year ._____.____. . _

Proeeedings reopened .. .,
Supplemental applications .
Proceedings remanded from eircuit courts

= e 0 g

Plans approved for enforcement. . .l ecimmeeee.
Qrder of approval vacated at Commission’s request_ -
Proceeding dismissed at Commission’s request_ _ . ___
Plans remanded to Commission for further proceedings
Plans dlzapproved by order of Tnited States circult court angd remanded to the

Commission for further proceedings
Pending at close of year___

*The district court approved the plan of Engineers Public Service Co, except ingofar ns it
provided for payment to preferred stockholders of more than liquidation preference. The
Commission was jeined in appealing from this order by several parties in Interest. The
cireult court of nppeals vacated the order and remanded the plan to the district court with
orders to disapprove the plan and remand 1t to the Commission,

A Following entry of an order by the diatrict eourt enforeing a plan, New England Gas
& Electric Association filed & new é)lun. The Commission requested that the distriet court
vacate its order of approval in order that the new plan might be acted upon. PFollowing
vaeation of the district court’s order the Commission approved the mew plan and upon
npplic:lttion for an order enforcing it, the district court entered its erder enforcing the
new plan, '

3 Following appoval by the Commission nnd before entry of an order by the district court,
& change of circumstances rendered the plan of Northern States Power Co. no longer “fair:
and equitable.” At the request.of the Commission,” the district court dismissed the pro-
ceedings before it. ' A new plan wag filed by the company and approved by the Commissien,
It wns pending before the district court on'June 30, 1948, e
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Appeals taken to circuit courts of appeals from orders of district courts appraving
plang filed pursuant to section 11 (e)

Fiseal yoar
1647 1043
Pending at beeinnine of year 2 4
Filed by parties in interest 4 G
Yiled by Commission. . LI A
B O P 10

Orders of distriet courts affirmed

2,
Orders of district courts vacated and remanded to district courts with orders to dis-
approve plan and remand it to the Commission 1
Appeals dismissed in favor of Commission 3
Pending at edose of year. e 4
B - 7 10

1 The district court approved the plan of Engineers Public Service Co. except insofar ns it provided for
paymeent to preferred stockholders of more than liquidation preference. The Commission was joined in
appealing Irom this prder by severnl parties in interest.  The circuit court of appeals vacated the arder and
remanded the plan to the district court with orders to disapproved the plan and remand it to the Comumis-
sion.

Two petitions were filed with the United States Supreme Court for
writs of certiorari to review orders of circuit courts of appeals affirming
orders of district courts approving plans under section 11 (e) upon
application to the Commission. Both petitions were denied by the
court. None had been filed during the 1947 fiscal year.

Petitions filed in circuil courts of appeals pursuant to scction 24 (a) to revicwe
orders of the Commission’

Fiscal year
1847 1948
Pending at beginning of year_ . e L 25
Filed durimg the year . __.__ .. ... ... __..__ 9
Causes remanded from Unlted States Supreme Court. 2
Mot e 16
Qrders of the Commission affirmed 2
Petitions dismissed.. ... 6
Petitions withdrawn - 1
Judgment vacated by order of United Siates Supreme Court and petition dismissed
85 Dol TO0t . . et e 1
FPending at close of year. .. ... . .. 5 16
] 12 16

1 All but one of these petitions involved sectipn 11 {a) of the Act.

! Philadelphis Co. appealed from agoption of amendment to rule U8 {¢) and moved for a stay of Com-
mission setion. The Commission moved to dismiss and to modify stay granted pursuant to pctitioner's
motion and both metions were denied. The Commisslon peiitioned the United States Supreme Court
for g writ of certlgrari {o review the orders of the circuit court of appeals denying $hese motlons and was
denied. The cause was pending in the circuit eourt of appenls on June 30, 1948,
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Petitions to U. 8. Supreme Court for writs of cerfiorari o review orders of
circuit courts of appeals on petition for review of orders of the G’ommtsswn
wnder see, 11

Fiscal yoar
147 18
Petitions pending at beginning of year.____ ... ... [ - b2 IR
Petitions flled during yenr. 2 e
Tolal .. e e 4|

Petitlons granted it
Petitlons denfed. .
Peiitions pending

Hearings on petitions to U, 8. Supreme Court for wnts of certiorari g'rnntcd (all on
see, 11 matters):

Judgment of gircuit court of appeals upholding order of the Commission nfirmed. . 2] |l
Judgment of elecuit court of appeals reversed and remanded with instruetlons to :

affirm order of the Commission. ... ... ... Tt
Judgment of cireuit court of appeals denying portion of order of the Commission

vacated and remanded with instruetions to dismissasmoot - .. . |.o_.o ... 1
Ponding ut close of year . . emamean [ 1

O] o e e e e mm e mmm e ammm————— 3

1 Tha circuit court of appeals affirmed the order of the Commission requlring dlssolutlon of Americcn
Power & Light Co. and Electric Power & Light Corp.

 The cireult eourt of nppeals reversed the order of tho Commission limiting monagement of Federal Water
& CGos Co, to cost plus 4 percent with respect to securities acquired during reorganization, The U
Supreme Court reversed the elrenit court of appeals and remanded the proceedings with instructlons r.o ‘set
aside its judgmuxt and aflirm the erder of l-hL Commission,

' s



PART IV

PARTICIPATION OF THE COMMISSION IN CORPORATE REOR-
GANIZATIONS UNDER CHAPTER X OF THE BANKRUPTCY
ACT

Chapter X of the Bankruptey Act, as amended in 1938, in setting
up appropriate machinery for the reorganization of corporations
(other than railroads) in the Federal courts provides for participation
by the Commission in proceedings thereunder at the request of or with
the approval of the court for the purpose of providing independent
expert assistance to the court and to investors and for the preparation
by the Commission of formal advisory reports on plans of reorganiza-
tion submitted to it by the courts in such proceedings. The Commis-
sion’s functions in chapter X proceedings are of a purely advisory
character. The Commission has no aut%brity to veto or to require
adoption of a plan of reorganization or to render a decision on any
other issue in the proceedings. It has no right to appeal in such pro-
ceedings, although it may participate in appeals taﬂen by others and
has, as a matter of fact, participated in many appeals as a party or us
aMmicus curiae.

SUMMARY OF ACTIVITIES

The Commission actively participated during the year in 84 reor-
anization proceedings involving the reorganization of 105 companies
%84 principal debtor corporations and 21 subsidiary debtors).r '‘The
aggregate stated assets of these 105 companies amounted to $1,744,674,-
000 and their aggregate indebtedness was $1,180,548,000.2 During the
year the Commission filed its notice of appearance in 10 new proceed-
ings under chapter X, two of which were filed at the request of the
court and the remaining eight upon approval by the court of the
Commission’s motion to participate. These 10 new proceedings in-
volved 11 companies (10 principal and 1 subsidiary debtor) with ag-
gregate stated assets of $28,487,000 and aggregate stated indebtedness
of $32,620,000. Proceedings involving 13 principal debtors and 4 sub-
sidiary debtors were closed during the year,

At the close of the year, the Commission was actively participating in
71 reorganization proceedings involving 88 companies (71 principal
debtors and 17 subsidiary debtors), with aggregate stated assets of
$1,562,053,000 and aggregate stated indebtedness of $1,063,632,000.

COMMISSION'S FUNCTIONS UNDER CHAPTER X

A detailed discussion of the Commission’s duties and policies in con-
nection with its functions under chapter X appeared in the Tenth and
Twelfth Annual Reports of the Commission, To carry out its advisor
functions under chapter X, the Commission maintains expert staffs
of lawyers, accountants, and financial analysts in various regional
offices where they keep in close touch with all matters arising in the
proceedings and with the parties in the case, and are readily available

! Appendix table 22 containg & complete Ust of reorganization proceedings in which the

Commisslon participated during the year ended June 30, 1048.

Df’il‘;l&%etneglx sjmble 21, parts 1 &nd 2, classify these debtors according to induostry and size
ness,

82
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Lo the courts. As o statutory party in interest in a chapter X pro-
ceeding, the Commission is concerned not only with proposed Iflans
of reorganization but also with the many diverse and complex legal
and financial problems that usually arise in the proceeding. Fre-
quently these problems are met through informal conferences and
discussions, in which the Commission’s staff participates, in an en-
deavor to work out solutions in advance of litigation in order to avoid
needless delay and expense. Some of the legal and financial questions
encountered in typical reorganization proceedings are described in the
following paragraphs. .

Problems in the Administration of the Estate

The Commission has continued as always to scrutinize the quali-
fications of trustees in the light of the standards prescribed by the
statute. Since the independent trustee has the duties of examinin
into the history and affairs of the debtor, ascertaining its financia
and manageriﬁ problems, and formulating the plan of reorganiza-
tion, it is obvious that the success of the reorganization depends
largely upon his thoroughness and skill and freedom from adverse
or conflicting interests, ti)uring the past fiscal year, in an important
case the Commission concluded that certain conduct and affiliations
of the so-called disinterested trustee required that he be removed
from office.® In its petition seeking such removal the Commission
alleged, among other matters, that the trustee had permitted a director
and officer of the debtor, who had been connected with the parent
company for many years, to assume a leading role in the preparation
of a report by the trustee as to whether claims existed against the
parent company or whether grounds existed for equitable Iimitation
or subordination of claims filed by the parent company in the proceed-
ing. The report involved was favorable to the parent company. . The
matter is pending before the district court. . - .

The responsibilities of an additional, or operating, trustee, who may
be an officer, director, or employee of, the debtor, do not, of course,
assume the proportions of those of the disinterested trustee. Never-
theless, where the additional trustee’s interests are adverse to those
of the estate or any class of security holder, his key position together
with the independent trustee in exercising responsibility for opera-
tions makes it essential that he be removed from office. In several
cases during the 1948 fiscal year, the Commission had occasion to take
steps to have the additional trustee resign or to bring about his removal
because of conflicting or adverse interests or because of the existence
of causes of action against him by the debtor. In all of these cases,
the trustee tendered his resignation after informal conferences.

In connection with the independent trustee’s investigation of the
debtor’s operations and the reasons for its financial ills, the Commis-
sion has frequently found it necessary to advocate the retention b,y
the trustee of an independent expert, qualified to appraise the debtor’s
property, make valnations, or report upon the efficiency of the debtor’s
operations. In ene case, during the fiscal year, the Commission ob-
jected to reliance for purposes of valuation upon an-appraisal of the
debtor’s assets made by an officer of the majority stockholder of the
debtor.t In a memorandum filed with the special master, the Com-

8 It re Pitisburgh Redhways Co, W, D, P
4 In re Van Rwéringen Corp,, N. D, Ohio, E. Div.

813892—46-——T
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mission pointed out the conflicting interests of the appraiser, among
other matters, and urged that a qualified and independent appraiser
be retained. As a result steps have been taken toward the selection
and appointment of such an appraiser.

In another case, involving a large transit system, the Commission
petitioned the court to direct the trustee to employ engineering experts
to advise whether, and the extent to which, bus routes should be sub-
stituted for trolley routes which by far predominated in the system.’
The Commission argued that most large cities had made increasing
use of busses to replace trolleys in the interests of economy and efli-
ciency and that it was important, for purpeses of determining the
fairness and feasibility of a plan, to ascertain whether the property
was being operated economically. The Comimission also pointed out
that the management showed an apparent predilection for street
railway operations and that an independent, unbiased survey by ex-
perts would provide answers to mahy operating problems, Despite
the special inaster’s adverse recommendation on the ground that,
prima facie, no one would be wronged by adherence to the same busi-
ness in which security holders invested and which came into contrel
of the court or by refusal to spend a substantial sum to learn whether
a “different” business would be better, the district court granted
the Commission’s petition. The court stated that it was evident from
the facts that a survey should be made whether used in the reorganiza-
tion or not, and that it might be.of value in the proceedings.

One of the fundamental reasons for the mandatory requirement
of the statute that a disinterested trustee be appointed in the larger
cases was to assure a thovough exploration, not solely of the canses
of financial difficulties, but of the possibility of claims against the
old management. or other persons and their diligent prosecution. In
view of this precept, the Commission has in various cases urged that
the facts warranted a thorough investigation of possible canses of
action by the trustee against persons controlling the debtor. In two
of these cases the trustee, with the assistance of the Commission,
prepared and made available to security holders a detailed report of
the results of his investigation, including a report on various mis-
representations and omissions in the prospectus under which stock
had been sold to the public.® These reports included a reference to the
possible rights that purchasers of the stock might have under section
12 (2) of the Securities Act of 1933 and the time limitations of any
action thereunder contained in section 13 of that act. In another case,
the Commission’s motion to require an investigation was denied.” In
still another case,® the investigation, sought and obtained by the Com-
mission as to the grounds for equitable limitation to cost of eertain
bonds acquired by insiders prior to feorganization but during a period
when the debtor was insolvent, resulied in a compromise favorable
to the estate and to the public bondholders.

Responsibilities of Fiduciaries _
Trading in securities of a debtor in reorganization by trustees,
direetors, attorneys, committee members, or other fiduciaries is a prac-

8 In re Piltshurgh Railways Co., W, D. Pa,

%I re Opamo Records, Inc,, E. D, N, Y.; in re Ameriaccn Acoustics, Ine,, D, N. T,
i In re Kellett Aireraft Corp., E. D. Pa,

8 In re Gramott Corp,, 8. D. N. X.
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tice which has generally been condemned by the courts and the Com-
mission in opinions and:y reports. The access to inside information and,
frequently, the control or influence over the course of reorganization
which are possessed by these insiders are urgent considerations for
enforcing judiecial sanctions against them strietly. One such sanction
which has been used during the fiscal year in several cases in which
the Commission participated is the prohibition against payment of
any fees or reimbursement of any expenses where a fiduciary bought
or sold securities of the debtor. Another sanction is the prevention
of any profiting by such a fiduciary through the limitation of his
securities to the cost thereof or requiring him to account for any
profits from securities sold by him. A compromise entered inteo in
ohe case where the purchase of securities oceurred prior to the reor-
ganization but when the corporation was insolvent has been men-
tioned.” In another case,’® a committee member had purchased se-
curities of the debtor and of iis two subsidiaries, which were also in
reorganization under the Bankruptey Act. The Commission con-
tended that the committee member as a fiduciary should be limited
to cost or account for the profit on the purchased securities of the
subsidiaries as well as of the debtor nnder section 212 of the statute
and equitable principles applicable to the situation. A satisfactory
compromise of the issues was entered into and approved by the
court.

In its Thirteenth Annual Report, the Commission referred to the
reorganization proceedings involvinﬁ Nuational Realty Trust and Fed-
eral Facilities Realty Trust and to objections filed to the final accounts
of a former trustee of the debtors based upon charges that he had
permitted certain employees of his to trade freely in securities of the
debtors and their subsidiaries. The special master has since ruled in
favor of practically all of the Commission’s contentions and the
matter is pending before the district court for decision.

Activities With Respect to Allowances

The Commission has actively participated in the matter of allow-
ances of compensation to those claiming to have rendered services and
incurred expenses in a proceeding. In granting allowances the courts
seek to protect the estate from exorbitant charges, while at the same
time providing equitable treatment to the applicants. The Commis-
sion has continned to provide the courts with considerable assistance
in this matter.

The Commission itself receives no allowances from estates in re-
organization and is able to present a wholly disinterested and impartial
view. The Commission has endeavored to obtain a limitation of the
ageregate fees to an amount which the estate can feasibly pay. In
each case, the applications are carefully studied and recommendations
are made to the end that unnecessary duplication of services and
nonbeneficial efforts shall not be recompensed and that applicants
shall be rewarded on the basis of their relative contribution to the
administration of the estate and the adoption of a plan of reorganiza-
tion. Specific recommendations are made to the courts in cases in
which the Commission has been a party throughout the proceeding

0 In re Gramott Corp., S, D. N. ¥,
1 In re Americon Fuel & Power 0o, Iinland Ges Corp., and Kentucky Fuel Gas Oorp.,

B. D. Ey.
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and is fully familiar with the activities of the varicus parties and gll
significant developments in the case.

The Commission has contended consistently that fecs be granted
only for disinterested and loyal services rendered to the estate. In
several cases during the past year the Commission opposed the allow-
ance of fees to persons having interests adverse to those of the estate
or the security holders. In one case, applicants were attorneys for a
bondholder who in effect purchased the debtor’s property through a
new corporation. The Commission opposed the granting of any fee
out of the estate to these attorneys on the ground that their services
were rendered for the purpose of advancing the individual interests
of their client which were distinet and different from that of other
bondholders in view of his objectives in the reorganization. Hence,
while their services may have contributed to the plan of reorganiza-
tion, it was contended that they should look to their client for com-
pensation. The district court denied applicants’ request for a fee and,
on appeal, the Circuit Court for the Eighth Circuit affirmed the
decision.™

In a similar case, the Commission opposed the granting of a fee
to attorneys who represented the lessee of property leased from the
debtor. During the proceedings the lessee had resisted efforts of the
trustee to secure possession of the property despite large arrears of
rent. A compromise was eventually effected which was Incorporated
in a plan of reorganization and the applicants requested compensation
out of the estate for their contributions to the plan of reorganization.
The district court upheld the Commission’s position that the services
were rendered on behalf of a client whose special interests were ad-
verse to those of the estate and should therefore not be compensated by
the debtor. On appeal, the Circuit Court for the Seventh Circuit
affirmed.»*

In the proceedings for reorganization involving Pittsburgh Ter-
minal Coal Corp., the Commission took the position that the chapter
X court had jurisdietion to pass upon the reasonableness of all fees
mn connection with the reorganization even though such fees were to
be paid by a stockholders’ committee and not out of the estate. The
Commission argued that under the specific language of section 221 (4)
the court was required to pass upon all payments made or promised
by any person for services in connection with the proceeding. The
district court did not agree with this position and concluded that
1t was without jurisdiction to pass upon the agreement between the
stockholders’ committee and its counsel. An appeal to the Circuit
Court for the Third Circuit was taken by the committee but was not
prosecuted and the appeal was dismissed. Subsequently action was
brought in the State court by the attorneys against the preferred
stockholders’ committee to engorce' the agreement. The Commission
participated, as emicus curiae, in an appeal to the Court of Appeals
of the State of New York from the denial of a motion to dismiss the
complaint on the ground that the chapter X court had exclusive
jurisdiction over the fee agreement. In upholding the contention of
the Commission, the court of appeals held that the chapter X court
had the statutory duty to determine reasonable compensation for all

U In re Congress & Senate Oo,, 163 F. (‘Zd) 621 (€. C, A, B, 1947). .
M Inre 38-36 North State Street Building Corp., 164 F. (2d) 20% (C. C. A. 7, 1947).
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services rendered by the sttorneys for the committee and to determine
whether the payment of the fee under the agreement was reasonable.’s

INSTITUTION OF CHAPTER X PROCEEDINGS AND JURISDICTION OF
THE COURT

The Commission has striven for a liberal interpretation of the pro-
visions of the Bankruptey Act so that the benefits of chapter X may
be made fully available to security holders in accordance with the
spirit and intent of the statute. In accordance with this policy, the
Jommission has participated heretofore in various cases inveolving
the question of “good faith” in the filing of a petition.

During the past fiscal year the Commission participated in another
case involving the “good faith” of the filing of the petition, the pro-
ceeding involving Diversey Hotel Corp. The district court approved
the petition as having been properly filed and in good faith. In
supporting the decision on appeal, the Commission urged that the
debtor could not pay its debts (primarily a large mortgage bond
indebtedness) as they matured and that there was a need for a plan
of reorganization to avoid sacrifice of values through a forced sale.
The Commission pointed out the safeguards and flexibility of chapter
X and urged that a plan of reorganization could involve either a
sale of the property at a fair price and a distribution of the proceeds
or the issuance of new securities in a new or reorganized company
which would acquire the assets of the debtor. The Circuit Court for
the Seventh Circuit affirmed the decision of the lower court.

Shortly after the enactment of chapter X, the possibility arose of
an improper use of chapter XI which was intended only for the small
corporation with ne publicly held securities, Obviously the safe-
guards to investors of chapter X could be evaded if a corporation
were permitted to effeciuate a plan of arrangement affecting public
investors under chapter XI. In the case of Securities and Exchange
Commission v. United States Reolty and Improvement Co., the
Supreme Court established the rule that chapter XI was inadequate
to assure to public investors the safeguards necessary for a fair, equita-
ble, and feasible plan and that the Congress intended the reorganiza-
tion of debtors with publicly held securities to take place under chapter
X. The Supreme Court also held that the Commission could inter-
vene in a chapter XI proceeding for the purpose of having it dis-
missed as improperly commenced.* . '

During the past fiscal year, the Commission intervened in a chapter
XTI proceeding and was successful in having it dismissed.® In that
case, the promoter of the debtor corporation, which had leased some
old mining claims of undetermined value, had been unsuceessful in
raising new funds for his project. An attempt to sell stock under
the exemption afforded by regulation A under the Securities Act of
1933 had ended when the Commission began an investigation into
charges of fraud and misrepresentation. The promoter then con-
ceived the scheme of selling stock to raise money through the device:

2 Leptngn v. Guitmann, N, Y., 718 N_ E. {2d) 472 (1948).

U in re Divergey Hotel Corp, 165 F. (2d4) 685 (C. C. A, 7, 1948).
#5810 U. 8. 484 (1940).

 In re American Silver Qorp., 8. D. Cal,, C. D.
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of a plan of arrangement under chapter X1 without compliance with
the requirements of the Securities Act of 1933. Alleging the need
of funds to pay creditors, the debtor filed o petition under chapter
XT and a plan pursuant to which a new corporation was to be formed
to take over the assets of the debtor, Rights to subscribe to the assessa-
ble stock of the new company were offered to old stockholders in
exchange for the nonassessable stock of the debtor. TFailure to sub-
scribe meant, of course, that the stockholders would remain with shares
of a defunct corporation.

The Commission moved to dismiss the proceeding, contending that
chapter XT is not available for a corporation seeking to alter the rights
of publicly held securities, that chapter XTI is available only for the
adjustment of unsecured obligations and not for the modification of
stockholders’ rights, and that the proposed issuance of stock violated
the provisions of the Securities Act of 1983, The referee dismissed
the proceeding and, at the instance of the Commission, funds collected
from stockholders were returned to them. Subsequently the corpora-
tion filed a petition under chapter X. -

PLANS OF REORGANIZATION UNDER CHAPTER X

The ultimate ohjective of & reorganization is the formulation and
consumination of a fair and feasible plan of reorganization. Aeccord-
ingly, the most important funetion of the Comnussion under chapter
X is to aid the courts in achieving this objective.

Fairness

In appraising the fairness of reorganization plans under chapter X
the Commission has at all times taken the position that full recogni-
tion must be accorded claims in order of their legal and contractual
priority, either in cash or new securities or both, and that junior claim-
unts may participate only to the extent that the debtor’s properties
have value after the satisfaction of prior claims or to the extent that
they make a fresh contribution necessary to the reorganization of the
debtor. Hence, a valuation of the debtor is necessary to provide the
basis for judging the fairness-as well as-the feasibility of proposed
plans of reorganization. In its advisory reports, in hearings before
the courts, and in conferences with parties to proceedings, the Commis-
sion has consistently stated that the proper method of valuation for
reorganization purposes is primarily an appropriate capitalization of
reasonably prospective earnings. These principles as to the recog-
nition of priorities and as to valuation are now firmly established as
a result ofp Supreme Court decisions. ‘

In connection with the fairness of plans, the Commission has been
concerned among other matters with situations where mismanage-
ment or other misconduct on the part of a parent company or con-
trolling person requires that the claim of such person be subordinated
to the claims of the public investors or, where a fiduciary’s activities
require, that he be limited to the cost of his claims. Such matters
must be given full consideration since they form an integral part of
the concept of the “fair and equitable” plan. Likewise the Commis-
sion is concerned with the treatment of causes of action against the
former management or other parties. Unless such claims have been



FOURTEENTH ANNUAL REPORT bo3!)

disposed of by litigation or settlement during the proceeding or as
part of & plan of reorganization, the Commission has argued that the
plan provide for the retention and prosecution of such causes of action
by the trustee. In this way litigation in favor of the estate need not
de%a‘.?y the consummation of the reorganization,

here operations of the debtor result in the accumulation of cash,
the Commission has generally successtully urged that cash distribu-
tions be made to creditors whenever it is feasible to do so, even though
in advance of the plan of reorganization. This position was taken
in several cases during the past fiscal year. In one case, junior credi-
tors affiliated with the management of the debtor and 1its principal
stockholders opposed any distribution to bondholders because certain
issues in the case were still undetermined. Emphasizing the tentative
nature of interim distributions, the Commission argued that the order
for distribution counld preserve all the rights of the partiés in the case
and that it would be Inequitable to withhold partial payment until
final adjudication of all issues where such rights could be preserved.”
The district court upheld the Commission’s position and directed a
partial distribution to bondholders. An appeal is pending from this
deciston to the Circuit Court for the Third Circuit but that court
denied a request for a stay of the judge’s order.
Feasibility '

Although the representatives of security holders frequently regard
the fairness of the plan as their principal concern, the provisions of
the statute and the protection of investors’ interests require also that
the plan be feasible. To be feasible, a reorganization must be eco-
nomically sound and workable. It must not hamper future opera-
tions or lead to another reorganization. The extent to which current
reorganizations are attributable to lack of feasibility in previous
reorganizations is indicated by the fact that numerous chapter X
proceedings involved companies which had already undergone reor-
ganization in equity receivership proceedings or under section T7B
of the Bankruptey Act. In order to avoid a similar record as to
chapter X cases some years hence, with its attendant expense and
injury to investors, the Commission gives a great deal of attention
to the factors affecting feasibility. In this connection, the Commis-
sion is particularly concerned with the adequacy of working capital,
the relationship of funded debt and of the capital structure as a
whole to property values, the adequacy of corperate earning power
in relation to interest and dividend requirements, and the effect of
the new capitalization upon the company’s prospective credit.

In recent years the Commission has encountered difficulties becanse
the parties are disposed te base values and capital structures upon
inflated earninﬁs, either because they overlook the extent to which
earnings are inflated or hope such earnings will continue long enough
to permit debt to be scaled down to manageable proportions. An-
other obstacle to the formulation of feasible plans in the current period
of high tax rates is the reluctance of investors to scale down debt and
thereby lose the deduction for interest payments.

17 In ve Industrial Offlce Building Corp,, D, N. T,
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Consummmation of Plan

The Commission also gives itg attention to the drafting and prepa-
ration of corporate charters, bylaivs, trust indentures, and other
instruments which are to govern the internal structure of the reor-
ganized debtor. The Commission strives to obtain the inclusion of
various provisions in these instruments which will assure to the in-
vestors 4 maximum of protection, adequate information with regard
to the enterprise, and a fair voice in the management. The Commis-
sion has generally opposed the control device of a voting trust except
when its use has been justified by the special circumstances of the case;
and, when adopted, the Commission has sought to hdve the voting
trust agreement contain appropriate provisions in the interests of the
investors.

Rights to Interest

Creditors’ rights to interest on secured claims were the subject of
several decisions rendered by the Cireuit Court of Appeals for the
Second Circuit during the past year, in cases in which the Commission
was an active participant. In fn re Realty Associates Securitics
Corp.® a majority of the court held that interest on the principal
amount of a claim continued to acerue after the institution 0? chapter
X proceedings at the contract rather than the legal or “judgment” rate.
The debtor in this case had covenanted to pay 5 percent interest “until
the reduced principal * * * ghall be duly paid,” which was held to
be the contractual post-maturity rate. Citing the ruling of the Su-
preme Court in Vanston Bondholders Protective Committee v. Green,
329 . 8. 156 (1946}, the court held also that no interest was payable
on that portion of the claim which represented unpaid interest acerued
prior to the date of the chapter X petition. In Empire Trust Co. v.
Equitable Office Building Corp.,”* a debenture provision for the pay-
ment of interest at 5 percent “until such principal shall be paid” was
likewise construed as fixing the post-maturity rate applicable during
the pendency of the reorganization proceeding and as negativing the
6 percent legal rate which might otherwise have been applicable. The
court held also that an express covenant to pay simple interest on over-
due and unnegotiated interest coupons is invalid in New York. In
Delatour v. Prudence Bealization Corp.” where guaranteed certifi-
cates of participation in a 6 percent mortgage issued by the debtor
provided for the remission of only 514 percent interest to the public
certificate holders by the guarantor servicing-agent, the former were
nevertheless allowed the 6 percent mortgage interest to the exclusion
of the guarantor following default on the guaranty. The court held
that the 14 percent interest represented compensation due the guaran-
tor for its guaranty and agency for servicing the mortgage, %oth of
which terminated upon default.

ADVISORY REPORTS

Although the preparation of an advisory report is not the major
part of the activity of the Commission in any particular case, such
reports, because of their wide distribution, form one of the primary

8143 F. 24 387 {1947}, cert. denied, 332 U, 8, 838 (1947).
2167 F, (2d4) 348 %1948).
2147 F. (2d) 621 (1548).
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means of contact between the Commission and the public in chapter X
matters. Generally speaking, an advisory report is prepared only
in connection with a proceeding involving significant problems and
a relatively large company in which the investing public has a sub-
stantial interest. KEven though the Commission in some cases does not
file a- formal advisory report, it does, in all cases in which it is-a par-
ticipant, advise the court of its opinion with respect to any plan of
reorganization under consideration by the court.

During the past fiscal year the Commission prepared two supple-
mental advisory reports with respect to a proposed plan of reorgani-
zation involving Childs Co., the owner and operator of a large chain of
restaurants. Previously the Commission had submitted an advisory
report and two supplemental reports on a plan of reorganization which
failed to receive the required percentage of approval of common stock
holders. The trustee’s revised plan was considered to be feasible in
that it provided for adequate working capital and a sound capitaliza-
tion. It was also considered to be fair in 1ts treatment of creditors and
its allocation of new securities between preferred and common stock
holders, which fell within a range previously stated by the Commission
to be fair. The Commission suggested, however, certain protective
provisions for the preferred-stock holders in respect of pre-emptive
rights, a cumulative sinking fund and a two-thirds approval of any
extraordinary borrowing. %everal of these suggestions were adopted
in the revised plan. A%ter court approval, the plan was accepted by
stockholders and confirmed by.the court and it has now been con-
summated. ‘



PART V .
ADMINISTRATION OF THE TRUST INDENTURE ACT OF 1939

The Trust Indenture Act of 1939 outlaws the exculpatory clauses
used- in the past in trust indentures underlying corporate debt secu-
rities. Many of these clauses eliminated lhability of the trustee for
misconduct to such an extent that the word “trustee” was meaningless
as applied to indenture trustees. The act is designed te insure that
the trustee will act in the interest of the bond or debenture owners
and to insure his complete independence of the issuer and the under-
writers. To secure its objectives, the act requires that bonds, notes,
debentures, and similar debt securities publicly offered for sale, sold,
or delivered after sale through the mails or in interstate commerece,
except as specifically exempted by the act, be issued under an indenture.
which meets the requirements ¢f the act and has been duly qualified.
with the Commission. The provisions of the Securities Act of 1933
and the Trust Indenture Act are so integrated that registration pur-
suant to the Securities Act of 1933 of securities to be 1ssued under a
trust indenture is not permitted to become effective unless the inden-
ture conforms to the requirements expressed in the Trust Indenture-
Act of 1939, and such an indenture is automatically “qualified” when
registration becomes effective as to the securities themselves. An
application for qualification of an indenture covering securities not
required to be registered under-the Securities Act of 1933, which is
filed with the Commission under the Trust Indenture Act, is processed
substantially as though such application were a registration state-
ment filed pursuant to the Securities Act of 1938,

STATISTICS OF INDENTURES QUALIFIED

While the dollar amount involved in all indentures filed with the
Commission last year for qualification under the act again aggre-
gated more than 214 billions of debt securities, this value shows a
reduction of $138,000,000 from the prior year. At the same time there
was an inecrease in the number of indentures filed from 108 to 121.
Other significant details concerning indentures examined last year
for qualification and the disposition thereof are shown below.

Total number of indentures filed under the Trust Indenture Act of 1939

Agrregate
Number amotnt

Indentures pending June 30, 1847 ... ... ..ol 15 $230, 004, 800

Indentures flled during fiseal year .. ____ ... [ 121 2, 64, 029, 380

B 138 2,784, 034,180
Disposition during fiscal year:

dentures qualified . _______.____________ ... 122 2, 445, 903, 580

Amount reduced by nmendment. . ______.________________. PR 8, 000, 000

Indentures deleted by amendment or witkdrawn 7 69, 350, 000

Indentures pending June30, 148 ... ... 7 263, 780, 600

Total. e e 138 2,784,034, 180
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During the past year the following additional material relating to
trust indentures was also filed, in a volume somewhat above that of the
preceding year, and examined by the staff for compliance with the
appropriate standards and requirements of the act:

One hundred forty-three statements of eligibility and qualification
under the Trust Indenture Act;

Twenty-four amendments to trustee statements of eligibility and
qualification;

One hundred eight supplements S-T, covering special items of infor-
mation concerning indenture securities registered under the Securities
Act of 1933;

Forty-three amendments to supplements S-T;

Seventeen applications for findings by the Commission relating
to exemptions from special provisions of the Trust Indenture Act; and

Three hundred ninety-three annual and interim reports of inden-
ture trustees pursuant to section 313 of the Trust Indenture Act.



PART VI

ADMINISTRATION OF THE [NVESTMENT COMPANY ACT
OF 1940 ‘ -

_ The Investment Company Act of 1940 requires the registration
and provides for the regulation of investment companies, which are,
generally, companies engaged primarily in the business of investing,’
reinvesting, owning, holding, or trading in securities. Among other
things, the act requires disclosure of the finances and of the invest-
ment policies of these companies to afford investors full and com-
plete information with respect to their activities; prohibits such com-
panies from changing the nature of their business or their investment
policies without the approval of the stockholders; bars persons guilty
of security frauds from serving as officers and directors of such com-
-panies; prevents underwriters, investment bankers, arid brokers from

“ constituting more than a minority of the directors of such companies;
requires management contracts in the first instance to be submitted
to security holders for their approval ; prohibits transactions between
such companies and their officers and directors and other insiders
except on the approval of the Commission; forbids the issuance of
senior securities of such companies except in specified instances; pro-
hibits pyramiding of such companies and cross ownership of their
securities; and requires face-amount certificate companies to main-
tain reserves adequate fo meet maturity payments upon their cer-
tificates.

UNLAWFUL ACQUISITION BY INVESTMENT COMPANY OF INSURANCE
COMPANY STOCK

A registered, diversified management-investment company of the
open-end type acquired shares representing 50 percent of the voting
stock of an insurance company when it had no interest in the insur-
ance company. The acquisition contravened section 12 (d) (2) of
the act which provides that it shall be unlawful, with exceptions not
pertinent here, for a registered investment company to acquire more
than 10 percent of the ontstanding voting stock of an insurance com-
pany, unless the investment company owned at least 25 percent of
such securities at the time the purchase is made. Section 47 of the
act declares contracts made in violation of the act void, as regards
the rights of any person who shall have made or engaged in the per-
formance of such contract or of any person, though not a party, who
shall have acquired any right thereunder with knowledge of the
pertinent facts.

After conferring with the staff, the investment company filed an
application under section 6 (¢) of the act for an order of the Com-
mission exempting the acquisition from the provisions of section 12
(d) (2). It was stated therein that the vendors had been apprised of
the violation and of their possible rights to rescind but had indicated
a desire to reaffirm the transaction. In its disposition of the case,
the Commission issued an order of exemption conditioned upon
divestment of the insurance company stock by the investment com-

94
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pany and other terms intended to insure that neither the investment
company nor its management would derive any benefit as a conse-
quence of the violation which had occurred. (Investment Company
Act release No. 1189.)

CHANGES IN' RULES

A number of changes were made last year further to simplify the
Commission’s rules and regulations.under this act. '

Rule N-17A—2-—Exemption of Transactions by Banks

During the fiscal year the Commission amended rule N-17A-2
which exempts from section 17 (a) of the act certain purchase, sale,
or borrowing transactions. Prior to the amendment the exemption
was limited to a transaction between a bank and a person engaged
prineipally in the business of installment financing. The amendment
expanded the exemption provided by the rule so that it would also
apply to certain transactions between banks,

Rule N-17A—-4—Exemption of Contracts With Nonaffiliates

During the fiscal year.the Commission adopted rule N-17A—4 to
exempt from section 17 (o) of the act transactions pursuant to a con-
tract where, at the time the contract was made and for a period of
6 months prior thereto, no affiliation or other relationship existed
which would bring the transaction within the purview of section
17 (a). The purpose of this amendment was to provide an automatic
exemption for such transactions since they are effected pursuant to a
contract presumably entered into upon the basis of arm’s-length
negotiations.

Rule N--17F—2—_Custody of Securities

Rule N-17F-2 specifies the conditions under which registered man-
agement. investment companies may lodge their securities and similar
investments in their own custody.  During the fiscal year the Commis-
sion reviged this rule in the interest of clarification. The revision spe-
cifically made clear that such investments deposited with a bank or
other éompany under any arrangements which permit the withdrawal
of such investments by directors, officers or employees upon their mere
receigt are deemed to be in the custody of the registered company and
r;la,y % maintained only in accordanece with the terms and conditions of
the rule. ' )

Hule N-17G—1-—Bonding of Officers and i‘implques i

During the fiscal year the Commission circulated for public comment
and later adopted rule N-17G-1. This rule implements the provisions
of section 17 (g) of the act regarding the bonding of officers and
employees of registered management investment companies who have
access to securities or funds of the company. The rule permits the
management to determine initially the amount of the bond required,
but reserves to the Commission an opportunity, after appropriate
notice and opportunity for hearing, to fix a minimum reasonable
amount, as well as the type, form and coverage, of such'bond.
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STATISTICS RELATING TO REGISTERED INVESTMENT COMPANIES

As of June 30, 1948, there were 359 companies registered under the
Investment Company Act of 1940. During the fiscal year 18 com-
panies registered under the act, and the registration of 11 companies
was terminated. The assets of the 350 registered investment companies
aggregated approximately $3,825,000,000, an increase of $225,000,000
over the corresponding figure for 352 companies so registered a year
before. These companies are classified under the act as follows:

Management open-end___.__.______ S 134
Management closed-end 114
Unit 05
Face amount. 16

Total o 259

The 18 companies that registered during the fiscal year are classified
under the act as follows:

Management open-end___________________________ ___ _____ 11
Management closed-end__________________________________ 7
Total o e 18

The 11 companies whose registrations were terminated during the
fiscal year were classified under the act as follows:

Management opem-end_______ _____.________ . ____._ .. 2
.Management e¢losed-end - _____ _____________________ 8
Unit .._.. ——- . 1

Total . P e - 11

During the fiscal year 73 applications were filed under various
provisions of the act, 61 of these for orders of the Commission relating
to exemption from requirements of the act and the remaining 12 for
a determination of the Commission that the applicant had ceased to
be an investment company within the meaning of the act. At the
beginning of the ﬁscaF year, 50 applications were pending. These
pending applications, together with the 73 filed during the year,
totaled 123 applications which required the appropriate examination
and consideration of the Commission during the year. As a result
of the Commission’s action, 79 of these applications, were disposed
of during the year and 44 were pending on June 30, 1948, The various
sections of the act under which these applications were filed, and the
disposition of the applications during the fiscal year, are shown in
the following table (since an application may involve more than one
section of the act, the numbers are not totaled) :

. o [ Number | gp.g Number
Section of the act vt;g;ieﬂrlgflhlch application g%n}i&gg during Disposed of during year Eé::}cygg
30, 1947 | YBF 30, 1948
2 (a)l(ﬂ) Determination of question of con- 4 4|1 pranted. - - . ____.o.- 7
trol. )
3 (b) (2) Determination that applicant is 9 3 | 4 granted; 1 withdrawn; I de- "4
not an investment company. nied; 2 dismissed.
B H)) Employees’ security company exemp- 1 11 withdrawn._..____ - 1
DI
8 {¢} Various czemptions not specifically 13 22 | 21 granted; 2 withdrawn; 3 dis- 9

provided for by ather sections of the act. missed.
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ion of nich cati Numiber Filed Number
Bection of the act undﬂeire{\; ich application Esnﬁlgg dué'mg Disposed of during year g:nﬂ:gg
30, 1047 | Yeor 30, 1048
6 (d) Exemption for small closed-end com- ) O PSR B U . 11" [P N R
panies offering securitics in intrastate
comInerce.
§ (1) Determination that n registered in- & 12 | 11 granted; 1 withdrawn; 1 4
vestment company has ceased to be an denied.
investment company.
9 (h) Exemption of inecligible persons to L 2 [ VU 13
serve o8 directors, officers, ete.
10 () Exemption of cartain underwrlting [._. _____. g eeranted ... . |eoaiios
transactions.
17 (b) Exemption for nrgposed tmnsactions 19 30 | 28 pranted; 2 withdrawn; | dis- 3
Efegﬁrefn investment ecompanies and missed. .
Bies
17 {d} Approval of certain bonus and profit- 2 4 | 4 granted; 2 withdrawn...____ 1
sharing plans.
23 (¢) (3) Terms under which closed-end 2| 1 granted; 1 withdrawn. ... [ .o _....
investment company may purchgse ils
outstanding securities.

The number of documents filed under the act by registered invest-
ment companies during the fiscal years ended June 30, 1947 and 1948,
together with other related statistics, are tabulated below :

Number of registered investment. cornpanies:

Beginning of year.
Registered during year

Terminations of registration during year.
Number of comyamnics registered at end of year.

Naotifications of registrations...__.______._._.
Reglstration statements
Amendments to registration statements._
Annual reports
Amendments to annual reports.....___._
Quarterly reports

Perlodic reports, containing financial statements, to stockholders______ ...
Reports of repurchases of securities by closed-end management companies .

Proxy statements. .. ..
Coptes of sales literaturn

Applications for exemption from varinus provisions of the aot
Applications for determination that mgmrred investment company has ceased to be

an investment comyan ¥

Amendments Lo applic&LIONS Lo .

Total applications:

Beginming 0f ¥ear. . . e

Filed during year...
Disposed of during year __
Fending at end of year___

Figeal year ended
Jung 30—
1847 1948

361 352
______ 12 18
,,,,,,,, 21 i
........ 352 359
........ 12 18
________ 12 14
,,,,,,,, 13 33
........ 226 219
.......... 20 28
780 162
718 (£
02 102
162 166
1,035 2,110
_____________________ 7 61
17 12
5 42
60 &0
| 73
101 79
5 44




PART VII

ADMINISTRATION OF THE INVESTMENT ADVISERS
ACT OF 1940

The Investment Advisers Act of 1940 requires the registration of
investment advisers, persons engaged for compensation in the business
of advising others with respeet to securities. The Commission is
empowered to deny registration to or revoke registration of such
advisers if they have been convicted or enjoined because of misconduct
in connection with security transactions or have made false statements
in their applications for registration. Thé act also makes it unlawful
for investment advisers to engage in practices which constitute fraud
or deceit; requires investment advizers to disclose the nature of their
interest 1n transactions executed for their clients; prohibits profit-
sharing arrangements; and, in effect, prevents assignment of invest-
ment advisory contracts without the client’s consent.

Investivent advisers' registration st{ztist;ics, 1348 fiscal year

Effective registrations at close of pfeeetling fiseal year—_ . _______. 252

Applications pending at close of preceding fiscal year____________________ 19
Applications filed during fiscal year____ - [ 166
Total . ________ —— o e 1,137
_

Registrations canceled or withdrawn during year_ - - 78
Registrations denied or revoked during yeoar—.. . _______ . ____ _ 0
Applications withdrawn durlng year_________ .. 1
Regigtrations effective at end of year___ _ ______ __ 1,048
Applicatiens pending at end of year.______________________ . 15
Total - — - _ _ 1,137

Approximately 222 of these investment advisers represent in their
applications that they engage exclusively in supervising their clients’
investments on the basis of the individual needs of each client. The
services of about 224 others are chiefly through publications of various
types; 237 investment advisers are registered also as brokers and

ealers in securities. Most of the remainder offer various combinations
of investment. services.
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PART v

OTHER ACTIVITIES OF THE COMMISSION UNDER THE
VARIOUS STATUTES o

THE COMMISSION IN'THE COURTS

Civil Proceedings

Complete lists of all eases in which the Commission appeared before
a Federal or State court, either as a party or as amicus curige, during
the fiscal year, and the status of such cases at the close of the year, are
contained in appendix tables 21 to 33. In addition, appendix table 34
contains a list of all those cases involving the statutes administered
by the Commission (including chapter X cases) which have been de-
cided by the courts during the fiscal year, including the official citation
of each case and the sections of the statutes involved. The only cases
omitted are those in which no opinion was rendered and which, in
addition, did not involve a novel legal problem. e

At the beginning of the 1948 fiscal year 23 injunctive and related
enforcement proceedings instituted by the Commission in connection
with fraudulent and other illegal practices in the sale of securities were
pending before the courts; 25 additional proceedings were instituted
during the year and 27 cases were disposed of, so that 21 of such
proceedings remained pending at the end of the year. In addition,
the Commission participated in a large number of reorganization
cases; in 19 proceedings in the district courts under section 11 (e} of
the Public Utility Holding Company Act of 1935; and in 28 miscella-
neous actions, usually as amicus curiae or intervenor, to advise the
court of its views regarding the construction of provisions of statutes
administered by the Commission which were involved in private law-
suits, The Commission also participated in 64 appeals. Of these, 23
came before the courts on petition for review of an administrative
order; 23 arose out of corporate reorganizations in which the Com-
mission had taken an active part; 4 were appeals in actions brouight by
or against the Commission ; 12 were appeals from orders entered pur-
suant to section 11 (e) of the Public Utility Holding Company Act;
and 2 were miscellaneous appeals.

The civil proceedings in which the Commission participated during
the fiscal year are discussed at length in the sections of this report.
devoted to the respective acts involved in the proceedings.

Criminal Pruceedingé

The statutes administered by the Commission provide for the trans.
mission of evidence of statutory violations to the Attorney General
who, in his discretion, may institute appropriate criminal proceedings.
As a matter of practice the Commission, largely through its 10 regional
offices, thoroughly investigates suspected violations and, in cases where
the investigation appears to disclose a foundation for criminal pro-
ceedings, prepares detailed reports of investigation which are for-
warded to the Attorney General. When it is decided to institute
eriminal proceedings, the Commission may assign such of its employees
as have participated in the investigation to assist in the preparation
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of the case for presentation to the grand jury, in the conduct of the
trial, and in preparing briefs on appeal, Parole reports on convieted
offenders are prepared aiso by members of the Commission’s staff.
Where the investigation discloses violations of statutes other than
those administered by the Commission, reference is mads to the appro-
priate Federal or State agency. .

Up to June 30, 1948, indictments had been obtained against 2,517
defendants in 412 criminal cases developed by the Commission.! By
the end of the 1948 fiscal year, 385 of these cases had been disposed
of as to one or more defendants, and convictions had been obtained
in 344, or over 89 percent of such cases, against a total of 1,235 defend-
ants? During the 1948 fiscal year 14 indictments were returned
against 33 defendants. Convictions were obtained against 16 defend-
ants in 11 cases during the year.?

In the criminal appeals decided during the past year judgments of
conviction were affirmed as to three defendants* and reversed as to
one defendant, whose case was remanded for a new- trial® Upon
retrial this defendant pleaded guilty.

As in prior years, the criminal cases developed by the Commission
and prosecuted during the past fiscal year continued to be extremely
varied in nature. Generally they include fraudulent promotions of
a variety of mining ventures, new businesses, and inventions; fraud
in the sale of securities relating to oil and gas properties; fraudulent
schemes employed by securities brokers and dealers and their repre-
sentatives; fraudulent practices by corporate “insiders”; and the
unlawful manipulation of stock on a securities exchange.

_ Cases prosecuted during the year involving the fraudulent promo-
tion of a variety of mining ventures included 7. 8. v. Mognus G.
Thomle et al. (Mass.}; U. 8. v. Bennett 8. Dennison (S. D. Cal};
U.8. v.F.E, Nemec et al. (E.D. Wash.); U. 8. v. Wallace R. O'Keefe
(W.D. Wash.) ; and . 8. v. James A. Allen et al. (E. D. Wash.).

In the 7Aomle case two defendants were convicted for a fraudulent
promotion in connection with the sale of stock of a silver-mining com-
pany and for selling such stock in violation of the registration pro-
visions of the Securities Act of 1983, The defendants were charged,
among other things, with employing the “Ponzi” type of swindle,
wherein purported dividends were paid to investors out of the capital
funds of the mining corporation which was the subject of the promo-
tion. Another conviction for a fraudulent mining promotion was
obtained in the Dennison case, where the defendant was charged with
selling stock of a gold-mining corporation by means of false repre-
sentitions including, among others, that the company owned valua-
ble mining properties on which rich gold ore deposits had been dis-
covered and that the company had ample capital to put its mining
properties into successful commercial production. Dennison was also

* The status of all eriminal cases pending during the past fiscal year is set forth in
appendix table 26. Appendix tables 26, 55, 86, and 37 contnin condensed statistical
suEnmnriea of all eriminal proceedings developed by the Commission.

? Adjusted as of June 30, 1945,

! Including pleas of guilty or nolo contendere, Two of these cages are still open as to
other defendants. ,

1 As to one defendant the appellate court afirmed his convietion on four counts and
reversed as to two other counts.

* These appeals involved four separate cases.
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found guilty on another indictment which charged him with the
fraudulent sale of securities relating to the promotion of a new busi-
ness, & proposed corporation which purportedly was to engage in
the production and sale of building materials,

In the Nemee and (’KLeefe cases the defendants were charged with
fraudulently selling securities in connection with the promotion of
various gold mining ventures. The indictments in these cases charged,
inter alia, that the defendants made false representations as to the
ownership of the mining properties which were the subject of the
promotion. It wasalso charged in the Nemee case that the defendants
fraudulently claimed that they had acquired the exclusive rights to a
secret process for the recovery of gold and other metals, which process
purportedly had been invented by one of their associates who was
falsely represented to be a nuclear physicist, eminent chemical en-
gineer, and key atomic scientist in the development of the atomic bomb
at the Hanford project. After the close of the fiscal year convictions
were obtained in both of these cases.®

In the Allen case the defendants are charged with fraudulently sell-
ing the stock of two silver mining corporations. The indictment
charges, in addition to other things, that the defendants falsely repre-
sented that the proceeds received from the sale of stock would be used
for the exploration and development of the corporations’ mining
properties, whereas according to the indictment the defendants appro-
priated and diverted a large amount of such proceeds to their own use
and benefit.” .

Convictions in connection with the frandulent promotion of new
businesses were obtained during the past year in U. 8. v. Thomas A.
Neely (N.D.IIL) and U7. 8. v. John H. Boal (N. D. Cal.). The Neely
case involved the fraudulent sale of securities of various corporations
which were organized or to be organized for the purported purpose
of providing barge-transportation facilities to a number of prominent
steel and oil companies. In the Boal case the defendant was convicted
for fraudulently selling various securities in connection with the
promotion of a corporafion which purportedly was to engage in' the
manufacture of artificial gas from hydro-carbon oils,

A promotion relating to the development of various oil and gas
properties was involved in I7. 8. v. Cactus Oil Co. et al. (Del.), in which
an indictment was returned during the year charging violations of the
registration and antifraud provisions of the Securities Act of 1933
in the sale of preorganization subscriptions and stock of the defendant
corporation. The ?iefendapts are charged with making various false
representations as to the size and value of the oil and gas properties
owned by the corporation and the quantity of oil and gas being pro-
duced from such properties. The indictment further charges the
defendants with employing the “Ponzi” and “reloading” fraud tech-
niques in that they are alleged to have caused purported “dividends”
to be paid by the corporation out of capital for the purpose of inducing
investors to malke repeated purchases of stock.® :

0In the Nemec case one defendant pleaded guilty at the opening of the trial, four others
were found guilty after trial, and two others were acquitted, one by the jury and one by
direction of the court. In the ’Keefe case, O'Keefe, who was the sole defendant, entered
a plea of gullty to one of the two counts of the indictment.

T Pending.

8 Pending.
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The indictment in &7, 8. v. Chester S. Plasket (W.D. Texas) alleges
that the defendant fraudulently sold royalty interests and other securi-
ties in connection with the promotion of two inventions, known as the
“Magic Fountain Shaving Brush” and the “Magicflo Siphon Jigger,”
a plastic liquor dispensing device.? .

Several cases involved charges of fraud and unlawful conduct on
the part of securities brokers and dealers and their representatives.
These were U. 8. v. Wells £. Turner (W. D. Wisc.); U. S. v. Kenneth
Leo Baueret al. (N.J.); U. 8. v. Arthur L. Augustine (N. D. Town) ;
and U, 8. v. Clarence Evereit Martin (N. D. I1L). Convictions were
obtained in the Twrner, Bauer,® and Augustine cases, in which the
indictments charged, ¢nfer alia, that the defendants converted and
appropriated to t%eir own use and benefit securities and funds belong-
ing to their customers. The indictment in the Martin case charges
the defendant with employing a scheme to defraud representatives of
the estates of deceased and incompetent persons in connection with
the purchase and sale of various. securitles owned by such estates.
According to the indictment, Martin represenied that he would dis-
pose of the securities owned by the estates at the current market prices
and instead concealed the true current market value of such securities
and purchased them for his own account at prices less than the pre-
vailing market prices

Fraudulent sales of securities of an alleged fraternal association
resulted in the conviction of the defendant in U, §. v. Preston E.
Douglass (N. D. I1L.). According to the indictment Douglass, by
means of various false representations, induced investors to purchase
stock purportedly issued or to be issued by the Frederick Douglass
Afro-American Cooperative Industry Builders Association, Ine., a
non-profit IHinois corporation (which was by statute prohibited from
issuing stock), which association had been organized by Douglass sup-
posedly for the purpose of improving the economic status and welfare
of the Negro race and to furnish investors with employment in coop-
erative stores and on farms which the association would develop and
establish, :

Fraudulent practices by corporate “insiders” were involved in
U. 8. v. Alfred Epstein et gl. (E. D. Mich.), in which three defend-
ants were found guilty of mail fraud violations in connection with
the operation of two brewery corporations. The defendants were
alleged to have siphoned off to themselves substantial sums of moneys
from these brewery corporations through the medium of a number
of other companies which they had organized for the purpose of resell-
ing[ brewing materials to the brewery corporations.’2.

n U, 8.v. Albert B. Windt et al. (N. D. Cal.), the defendants were
convicted of manipulating and conspiring to manipulate the stock of
a mining company listed on the San Francisco Mining Exchange.
According to the indictment, the defendants conspired to and did
raise the market price of such stock on the exchange by a series of
manipulative transactions designed to create the appearance of active
trading and to raise the price of such stock for the purpose of inducing
others to purchase the stock at the higher prices.

® Pending.

0 Baner pleaded gulliy ; pending ag to two other defendants.
1 Pending.

4 Appeals pending.
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In 3 number of cases Canadian mining company stocks were sold to
residents of the United Siates by persons residing in Canada who
operated from across the border withouit compliance with the statutes
of this country. The Commission has been cooperating with the State
Department and the Department of Justice in efforts to secire a treaty
with Canads which would permit the extradition of persons violating
Federal and State securities laws. The treaty was ratified by the
United States Senate in May 1942, but has not yet been ratified by
the Canadian Parliament. Numerous cases of this type have been
the subject of investigation by the Commission and indictments have
been obtained in a number of these cases. One such case is U. §. v.
Albert E. Broadley ef al. (W.D. N. Y.), in which an indictment was
returned during the 1948 fiscal year charging the defendants with
employing a scheme to defraud in the sale of stock of two Canadian
corporations in connection with the promotion of gold and nickel
mining ventures. In part, the indictment charges that the defend-
ants rendered a purported free investment advisory service, the sole
purpose of which was to-sell the stock of these corporations, and that
they falsely represented that the moneys received from the sale of
suclz stock would be used for the development of the corporations’
mining properties.*?

Constant vigilance is maintained by the Commission in order to
cause the apprehension of the defendants in these Canadian cases if
they should enter the United States. During the past year such
efforts were successful in causing the apprehension of the defendants
in two such cases, U. 8. v. Albert Edward DePalma (N. D. Ohio)
and U. 8. v. Noel H. Knowles et of. (E.D.N.Y.). The indictments
in these cases, which had been impounded by the Federal district
courts at the time of their return, were made public after the de-
fendants had been apprehended. DePalma, who was released on
$50,000 bail, failed to appear for arranignment and forfeited his bail.
He is presently a fugitive in Canada. The defendants in the other
case are awaiting trial.

The criminal appeals decided during the 1948 fiseal year were:
Kaufman v. U. 8,163 F. (2d) 404 (C. A. 6, 1947), certiorari denied
333 U. S. B57 (1948), in which a conviction for the fraudulent sale of
stock of Devon Gold Mines, Ltd., a Canadian corporation, was af-
firmed; U. 8. v. Freeman, 167 F. (2d) 786 (C. A. 7, 1948), wherein
the court sustained the conviction of the appellant for conspiracy and
using the mails to defraud in connection with transactions involving
the exchange of whisky warehouse receipts for bottling contracts;
Reining v. U. 8., 167 F. (2d) 362 (C. A. 5, 1948), in which the court
affirmed the defendant’s conviction on four counts* charging viola-
tion of the Mail Fraud Statute in the fraudulent sale of various oil
and gas leases; U. 8. v. Grayson, 166 F. (2(8 863 (C. A. 2, 1948),
wherein the court reversed the conviction of Grayson for conspiracy
and fraud violations in connection with the sale of various oil and gas
interests, In the latter case, the court found that the evidence sup-
ported the jury’s verdict but remanded the case for a new trial be-
cause of certain errors committed during the trial. Upon retrial
Grayson pleaded guilty.

1 Pending.

.“The court reversed as to two other counts'on which the defendant ‘had also -been
convicted. -
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COMPLAINTS AND INVESTIGATIONS

During the 1948 fiseal year the Commission received 5,921 items of
mail concerned with alleged securities violations, - These communica-
tions are classified administratively as “complaint enforcement” cor-
respondence. While they relate to complaints and alleged violations
of various laws administered by the Commission, the bulk of them
deals :with the enforcement of the Securities Act of 1933 and the
registration provisions of the Securities Exchange Act of 1934.

This material constitutes an important source of information con-
cerning . possible ‘securities violations. Inmvestigations made by the
Commission’s staff and contacts maintained with other governmental
or private agencies provide additional sources of such information.
Where it appears on the basis of any such data that any securities
violation may have occurred, the Commission conducts appropriate:
investigations by means of correspondence or the assignment of cases
to field investigators to ascertain the facts of the particular case.

The extent of the investigatory activities of the Commission during
the past year under the Securities Act of 1933, the Securities Exchange
Act of 1934; sections 12 (e) and (h) of the Public Utility Holdin
Company Act of 1935; the Investment Company Act of 1940; anﬁ
the Investment Advisers Act of 1940 is reflected in the following table:

Investigations of scourittes violations?

Preliminary ?| Docketed } Tatal

Pendine at June 30, 1847 __________._________ e 414 @7 {1,341

Opened July 1, 1947 to June 30, 1M8;
IR CASES oo i e ammm e eean 200 152 3861
Transforred from prelimloary_ . ... . . ... __ e em——— 25 25
Total number of cases to beaceouwnted for . ___ . ______. 623 1,104 1,727
Clased durlng year . ______ 104 118 222
Transforred to docketed ... b 25
Ponding ut June 30, 1M48. . . 14 986 1,480

1 These flgures include the oll and gas investlgations which are separntely tabulated and discussed else-
where in this report, :

2 Investigaticns carrled on throuzh correspondence and limited fAeld work.

# Investigaifons assigned to field investipators.

Securities Violations File

To assist in the enforcement of the various statutes which it ad-
ministers, and to provide a further means of preventing fraud in
the purchase and sale of securities, the Commisston has established a
securities violations file. This file constitutes a clearing house of
information concerning persons who have been charged with viola-
tions of various Federal and States securities statutes. It is kept up
to date by the Commission in cooperation with the United States
Post Office Department, the Federal Bureau of Investigation, parole
and probation officials, State securities commissions, Federal and
State prosecuting attorneys, police officials, members of the National
Association of Better Business Bureans, Inc., and members of the
United States Chamber of Commerce. By the end of the 1948 fiscal
year this file contained data concerning 49,100 persons against whom'
Federal or, in the majority of cases, State action had been taken in con-
nection with securities violations. During the past year alone addi-



FOURTEENTH ANNUAL REFORT 105

tional items of information relating to 2,771 persons were added to
these files, including information concerning 1,170 persons not previ-
ously identified therein. )
Extensive use is made of this clearinghouse of information by the
Commission and the cooperating agencies. During the past year, in
connection with the maintenance of the files, the Commission received
2,619 “securities violations” letters or reports (apart from those men-
tioned above which are classified as “complaint enforcement”) and
dispatched 2,424 communications in turn to cooperating agencies.

ACTIVITIES OF THE COMMISSION IN ACCOUNTING
AND AUDITING

- The importance of adequate financial statements and their cer-
iification by independent public accountants in ensuring information
necessary for the protection of investors is recognized in the detailed-
provisions of the several acts administered by the Commission. These
acts grant the Commission broad authority to preseribe uniform sys-
tems of accounts for registrants suoject to the Public Utility Holding
Company Act of 1935, to provide for a reasonable degree of uniformity
in accounting policies and principles to be followed by registered in-
vestment companies in maintaining their accounting records and in
preparing financial statements required by the Investment Company
Act of 1940, and to prescribe the form and content of financial state-
ments required to be filed by registrants subject to the Securities
Act of 1933 and the Securities Exchange Act of 1934, Acting under
this authority the Commission has prescribed uniform systems of
accounts for certain public utility ho{)ding companies and for publie
utility mutual and subsidiary service companies. The principal ac-
counting requirements prescribed under the acts of 1933, 1984, and
1940 are set forth in regulation S-X, which governs the form and
content of most financial statements filed under these acts. In ad-
dition, under the Securities Exchange Aet, rules have been adopted
governing record keeping, financial reporting, and the auditing of
the books of exchange members, brokers, and dealers. -
Recognizing the pervasive nature of accounting in many of the
Commission’s activities under all of the acts and in all of its major
operating divisions, the Commission erganized its accounting stafl
to facilitate the handling of day-to-day accounting problems and to
ensure reasonable uniformity of treatment of such problems. To this
end the chief accountant acts as the Commission’s chief adviser and
consulting officer on accounting matters and exercises general super-
vision over the establishment and exeention of Commission policy
with respect to accounting and auditing principles and practices.
Assisting him directly is an assistant chief accountant and a small
staff whose principal functions are to prepare studies of current
problems and to draft necessary rules and opinions. In addition,
there are three other assistant chief accountants, each of whom is
assigned to and is directly responsible for the examination of financial®
data and other accounting work in one of the three operating divi-
sions of the Commission, namely, the Divisions of Corporation
Finance, Public Utilities, and Trading and Exchanges. Cos
Although the Commission’s accounting requirements, as they exist
in rules, regulations, and forms in use today, reflect nearly 15 years’
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experience involving both formal and.informal decisions rendered in
the daily work of the divisions, and although they exhibit the in-
fluence of valuable counsel of independent accountants and account-
‘ing and financial officers of registrants, as well as the advice of com-
mittees of professional and business organizations, other Government
agencies, and numerous public-spirited individuals, these requirements
do not constitute a completely integrated body of accounting princi-
ples. It was recognized, however, early in the handling of the Com-
mission’s accounting work that decisions would necessarily be made
which would be of general application. To make these decisions
readily available, a program of publication of accounting series re-
leases was inaugurated in 1837. In release No. 4 of this series the
Commission, recognizing that differences of opinion with respect to
accounting principles existed in the professional circles, announced
its administrative policy that, in the absence of substantial authorita-
tive support for accounting principles employed, financial statements
were to be presumed ‘to be misteading or inaccurate despite dis-
closures contained in the certificate of the accountant or in footnotes
to the statements, provided that the matters involved were material.
In the event of a difference of opinion between the Commission and
the registrant as to the proper principles of accounting to be followed,
disclosure would be accepted in lieu of correction of the financial state-
ments .only. if there was substantial authoritative support for the
practices followed by the registrant and the position of the Com-
mission- had not previously been expressed in rules, regulations, or
other official releases of the Commission, including the published opin-
ions of its chief accountant. The complete texts of a preseries re-
lease and the first 63 releases in the accounting series were repub-
lished in one handy volume at the close of the present fiscal year. It
is contemplated that subsequent releases as they are promulgated
will be printed in the same convenient form.

Examination of Financial Statements

The material referred to above comprises the necessary guides to per-
sons -contemplating filing financial statements with the Commission.
In addition, all members of the Commission’s accounting staff are
available to advise prospective registrants and their accountants in
conference or by correspondence, prior to filing. Experienced prac-
titioners who recognize unique problems regularly follow this proce-
dure and save valuable time for themselves and their clients, The
public accountant without experience with the Commission should not
hesitate to do likewise. Although many problems are encountered
and solved in this way, a substantial part of the Commission’s account-
ing work lies in the examination of financial statements after filing.
In the event that the examination discloses lack of compliance wi
the rules or regulations or a failure to apply generally accepted ac-
counting principles the customary procedure is to advise the registrant
by letter. The problems raised may then be resolved either by cor-
respondence or conference, which may result in corrections in the
financial statements. It is only in the rarest cases that formal pro-
cedures are necessary to effect & solution. It is appropriate to observe
again this year that numerous inquiries on accounting subjects were
received from companies and accountants not involved in proceedings
before the Commission. A growing practice not mentioned hereto-
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fore in these reports is the request from teachers and students of
accounting for assistance in research projects or for copies of account-
ing series releages and regulations for use in university classes—some
devoted especially to the study of Commission procedures.

Proposed Amendment of Regulalion' §.X

During the 1948 fiscal year the Commission requested public com-
ment on several proposals to amend regulation S-X. These proposals
are discussed below. ‘

Article 6B for face-amount certificate companies—In connection
with the development of rules relating to face-amount certificate com-
panies under the Investment Company Act of 1940, the Commission
on August 5, 1947, announced that there was under consideration =
proposal for the adoption of a new article 6B in regulation 8-X to
prescribe the form and content of financial statements to be filed with
the Commission by face-amount certificate companies.® The article
as proposed gives appropriate recognition to the special provisions
of seetion 28 of the act relating to certificate reserves and “qualified
investments.” The proposal has been diseussed with officials of the
principal companies concerned and their independent accountants in
a series of conferences. '

Article 5A for commercial, industrial, and mining companies in the
promotional, exploratory or development stage—Since the adoption
in 1936 of Form A-O-1 for securities of corporations organized within
2 years to engage in the exploitation of mineral deposits other than
otl or gas, the Commission has prescribed one or more forms con-
taining provisions for special presentation of financial statements to
be used 1nstead of the conventional balance sheets and profit and loss
statements. IForm A-O-1 since has heen superseded. The currently
effective Forms S-2, S-3, and S-11 provide for separate statements
of assets and capitalized expenses, liabilities, capital shares, other
securities, and cash receipts and disbursements. Except for imma-
terial differences in captions the general form and content of these
financial statements are the same for the three forms. The purpose
of the present proposal®* is to include these alternative forms of
financial statements in regulation S-X and to extend their use to
dpplications for registration on Form 10 and to annual reports on
Forms 10-K and 1-MD for companies of the type described. Prior
to publishing the proposal for general comment the staff had the
valuable assistance of the American Institute of Accountants® Aecount-
ing Procedure Committee Subcommittee on Mine Accounting in a
serles of conferences to explore the desirability of the proposal and
thereafter to comment on a series of preliminary drafts.

Revised Form S5-2

In connection with the proposed article 5A of regulation S-X it
should be noted that Form S-2 was revised so that its requirements are
substantially the same as Form S5-12, subsequently rescinded. The
revised form provides for commercial and industrial companies still
in the development stage and prescribes financial statements of the

18 Accounting Series relense No, 63 (19473, .
18 pAccounting Series release No, 65 (1948). The proposal wae adopted and published
in Accounting Series release No. 88 (1948). .
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type described above. Certain established companies which hereto-
fore used Form S-2 now use Form S-1.

Amendment of Form 53

Of interest to accountants serving small mining companies is the
amendment of Form S-3 annocunced in Securities Act release No.
3269 (1947). Prior to the amendment the form required certified
financial statements as of a date within 90 days prior to the date of
filing. The amendment provides that these statements need not be
certified if there are also filed corresponding certified statements as
of a date within 1 year prior to the date of filing.

Simplified Records for Brokers and Dealers

In an effort to assist brokers and dealers operating on a limited scale
and with a minimum of office staff, the National Association of Securi-
ties Dealers during the past year prepared a simple set of bookkeeping.
forms and illustrations depicting the proper recording of transactions
of a small over-the-counter business, Members of the Commission’s
staff were consulted during the preparation of the material and the
finished project was submitted for comment. It was the opinion of the
staff that if the use of the forms was confined to those members of the
NASD whose business ordinarily involved the kinds of transactions
comprehended by the forms submitted, the records thus maintained
should ecomply with the requirements of rule X-17A-3, assuming, of
course, that in individual cases the firm reflected the information con-
templated by the rule. It was observed that the forms submitted did
not, provide for certain complex types of transactions for which rec-
ords would have to be maintained pursuant to the rule and for which
the individual broker-dealer engaging in such transactions would have
to provide the necessary records.

Commission Cases of Particular Interest to Accountanis

" Pobey Royalties Co., Ino—The broker-dealer in this case was one
of a class required by section 17 (a) {1) of the Securities Exchange Act
of 1934 and rule X-17A-5 thereunder to file annual reports of financial
condition. After appropriate hearing the Commission revoked the
company’s registration for its failure to file such reports for 1943, 1944,
and 1946, for filing a false and misleading report for 19435, and for
refusing to permit representatives of the Commission to examine its
books. Prior to taking this action the Commission had made re-
peated suggestions to the company regarding the proper manner of
compliance with the requirements of the act and the rule.

Globe Adreraft Corp.*—In its accounting aspects this case is par-
ticularly interesting because of the significance of conditions arising
after the date of the certified financial statements included in the
registration statement but before the effective date of the registration
statement. These undisclosed adverse financial developments led to
the bankruptey of the corporation and the Commission suspended
the effectiveness of the registration statement. As originally filed
the registration statement included an audited profit-and-loss state-
ment for the last 4 months of 1945 which showed a loss of $540,000
as compared with net income of $53,000 for the full year. Of the

17 Securlties Exchanpe Act release No, 3082 (1047).
18 Securitles Act release No, 3255 (1947},
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£540,000 loss $439,000 represented a write-down of invgnt_,ories from
cost to replacement value. At the request of the Commission a profit
and loss statement for the following January was included 1n an
amended prospectus. While disclosing a loss of $17,000 for the month
this unaudited statement made no reference to additional inventory
write-downs necessitated by the continuation of excess costs for work-
in-process inventory incurred throughout January and February
1046. Despite an assertion that there was o probability that a tax
refund would offset a substantial part of the indicated inventory
losses, the Commission held that the failure to disclose the situation
made the January profit-and-loss statement materially false and mis-
leading. 'The registration statement was also found materially false
and misleading in that (1) it failed to disclose material increases
in outstanding note labilities between the date subsequent to the
balance sheet as of which such liabilities were shown and the effective
date of the registration statement, and (2) misstated the issuer’s
working capital needs by stating that the issuer intended to use the
proceeds from the sale of the sccurities being registered for the pay-
ment of an outstanding loan and the purchase of a plant, when in fact
the company’s financial condition was such that it could not have
intended so to apply the proceeds since such proceeds were required
for working capital.

Thomascolor, Ine*—This case is fully discussed at page 13 of this
report, It will be recalled that the registration statement showed
“Patents and patent applications” amounting to $2,000,000 in total
assets of $2,500,000. Although the intangible item was supported
by & footnote disclosing the number of shares of capital stock of the
registrant issued for assets acquired from predecessor interests and
presenting a comparison of the resulting valuations with amounts
carried on predecessor balance sheets, the presentation was consid-
ered misleading in two basic respects. The amounts shown as pat-
ents and patent applications included some $700,000 representing
promotion stock to be acquired by the registrant for a mnominal
amount, and a substantial amount which was actually promotion ex-
pense, The amended balance sheet clarified the presentation, segre-
gated the promotional items and more adequately disclosed the effect
of the agreement by which the registrant would receive the promo-
tional stock. This case is the latest in a long series of cases involving
promotional enterprises in which the Commission has held that values
assigned to intangible assets acquired in exchange for stock must be
scrutinized with care to avoid a misleading result in the financial
statements due to the presence of inflated or improperly classified
agset accounts, .

Drayer-Hanson, Inc.®—In a report on an investigation it was de-
termined that a registration statement which had become effective
contained untrue statements of material facts and omitted to state
material facts necessary to make the facts disclosed in the statement
not misleading. The registration statement when it became effective
on December 11, 1946, contained a certified balance sheet for the
predecessor partnership as of April 30, 1946, and a certified profit-
and-loss statement for the 10 months then ended. In June 1947 the

1 Securities Act release No. 3267 (1947). ’
0 Hecuritles Act release No. 3277, Accounting Series release No, 64 (1948),
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company and its independent public accountants informed the Com-
mission that the controller of the company had discovered an.over-
statement in the inventory of work-in-process and fabricated parts of
approximately $97,000 which resulted in a similar overstatement of
partnership net worth and net income reflected in the statements re-
ferred to above, Reexamination by the auditors indicated the over-
statement to be approximately $85,000 in an inventory item of $244,000
and in the net income of $181,000 shown in the erroneous statements.
The company had not taken a physical inventory of work in process
since December 31, 1944; hence the suditors had not been able to
employ the generally accepted auditing procedure of observing the in-
ventory taking, but stated in their certificate that they had made tests
of selected items subsequently to assure themselves of the existence of
the inventory and of the adequacy of the related accounting data.
However, the alternative procedures employed by the auditors did
not, disclose the failure of the registrant to give effect to all partial
shipments from work in process. ‘The Commission concluded that
under the circumstances of this case there was no {ustiﬁcation for the
omission of the inventory taking. It was concluded further that
in view of the manner in which the sudit work was done the ac-
countants were not justified in stating in their certificate that they
had no reason to believe that the inventories as set forth in the state-
ments were not fairly stated.,

Developments in Accounting Principles and Procedures

During the year the high level of prices and of business activity
stimulated an unusual amount of discussion in financial and pro-
fessional circles of certain basic problems in corporate accounting
and financial reporting, These problems have been reflected in many
of the registration statements and annual reports filed with the
Commission. :

One of the problems discussed during the year was the accountin
treatment of general purpose contingency reserves and reserves desig-
nated for special purposes. One aspect of the subject, that of the
disposition of war reserves, was mentioned last year. Tt appears
that with few exceptions these reserves were eliminated during the
year by charges of the type anticipated when the reserves were created
and by the return of unabsorbed balances to earned surplus.

Another facet of the reserve question mentioned in the Thirteenth
Annual Report was the propriety of creating, from income, reserves
for future inventory price declines, Publication early in the 1948
fiscal year by the American Institute of Accountants of a research
bulletin on the subject of “Inventory Pricing.” followed a few months
later by a bulletin on “Inventory Reserves,” is a contribution to the
solution of the problem substantially in accord with the views set
forth in our last report. The Institute’s bulletin on the “Accounting
Treatment of General Purpose Contingency Reserves” furnished sup-
port for the position that the creation and subsequent elimination of
such reserves have no part in the determination of income,
~ In the examination of financial statements it has been necessary in
some cases to take exception to profit-and-loss statements reflecting
an optional presentation permitted by both of the reserve bulletins
referred to in the preceding paragraph.. Both of the bulletins ex-
press a preference for creating the reserves in question by a segrega-
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tion or appropriation of surplus but permit their creation by appro-
priation of net income disclosed on the profit-and-loss statement,
provided net income is first determined an(}) clearly designated, FEx-
perience has shown that this last admonition has not been adequately
observed in all cases. Even when applied meticulously in the finaneial
statements, officers of the corporations and finaneial writers in re-
ferring to “net income for the year” frequently emphasize the final
figure after deduction of the reserve appropriation rather than the
designated net income. It is for this reason that our chief accountant
has taken the position that appropriations of the type in question
should be reflected only in the surplus statement and should not be
shown on the profit-and-loss statement. The Commission is advised
that the American Institute of Accountants’ committee on accounting
procedure, having recognized the unsatisfactory results from the
optional treatment, has adopted a bulletin prescribing alternate meth-
ods of presenting information as to the disposition of income which
would prohibit the form of dubious reporting discussed above.
One old problem in accounting cropped up with renewed vigor
early in the fiscal year. This is the theory that depreciation of fixed
assets is related directly to replacement and that reserves for de-
preciation are inadequate if they are not equal to replacement cost
of the property at the time of its retirement from service. One of
the country’s largest corporations applied this theory in its reports to
stoclkholders in 1947 by including an extra charge for depreciation
in its profit-and-loss statements on the grounds that replacement cost
of the assets would be greater than recorded cost and that the pro-
cedure adopted was consistent with their accounting for inventories
on the last-in-first-out basis. The company’s independent accountants
expressed an exception in their certigcate by stating that the pro-
cedure followed by the corporation was not in accordance with gen-
erally accepted accounting principles. This example is cited becaunse
it is perhaps the most clearly presented and most vigorously defended
of a number of efforts that have come to the Commission’s attention
to deal with the effects of the present high price levels. The problem
is being given serious consideration and will be the subject of con-
tinuing study to determine whether there is justification for the
substitution of new procedures for the presently accepted basis of
recording fixed asscts at cost and allocating appropriate portions of
that cost to expense during the anticipated useful life of the assets.
A problem which has been under consideration and which has been
the subject of repeated exchanges of views between the Commission’s
staff and representatives of the American Institute of Accountants and
other interested parties is the concept of income and the proper form
of income or profit-and-loss statement most informative to investors,
At the close of the last year the discussion had progressed to a point
where it was the general opinion that a representative body of account-
ants or this Commission should publish conclusions on the subject
in the near future. The result was the publication in December 1947
by the committee on accounting procedure of the American Institute
of Accountants of Accounting Research Bulletin No. 32, on “Income
and Earned Surplus.” The bulletin presents the opposing views of
the advocates of the “all-inclusive” and “current operating perform-
ance” types of income statements, reiterates the committee’s opinion
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that “it is plainly desirable that over the years all profits and losses of
a business be reflected in the net income,” and emphatically expresses
the opinion that “there should be a general presumption that all items
of profit and loss recognized during the period are to be used in deter-
mining the figure reported as net income.” It then proceeds to enu-
merate certain extraordinary items which should be excluded from
stuch determination of income “when their inclusion would impair the
significance of net income so that misleading inferences might bhe
drawn therefrom.” Believing that the purposes desired to be served
by this exception to the general presumption of the bulletin can best be
served by proper presentation in an “all-inclusive” type of income
statement, the Commission authorized the stafl to take exception to
financial statements which appear to be misleading, even though they
reflect the application of the bulletin. It also authorized the chief
accountant to address a letter to the Institute’s director of research
expressing the view that the procedures recommended in the bulletin
seemed to be susceptible to abuse and might result in misleading
income and earned surplus statements in conflict with published rules
and opinions of the Commission. Through the courtesy of the direc-
tor of research of the TInstitute and the editor the letter was given
wide publicity in accounting circles by publication in the Journal of
Accountancy immediately following the pages whereon the bulletin
was reproduced.” Experience since publication seems to indicate
little attempt to apply the exceptions to which the Commission ob-
jected. In thisconnection it may be noted that the American Account-
Ing Association has just published a revision of its 1941 statement of
“Accounting Principles Underlying Corporate Financial Statements”
in which its endorsement of the all-inclusive form of income state-
ment and the principle of matching costs against revenues as the basis
for the determination of income 1s reasserted (Accounting Concepts
and Standards Underlying Corporate Financial Statements—1948
Revision).

Developments in Auditing Procedures and Professional Practice

The annual reports of the last 3 years have referred to the financial
questionnaires of broker-dealers prescribed by rule X-17A-5 and
Form X-17TA-5 and to the minimum aundit requirements specified in
the form as applicable to those broker-dealers whose reports must be
certified under the rule. As in these past years many of these reports
are filed by small companies employing public accountants. who have
had no other experience with Commission requirements. In recogni-
tion of this situation the Commission staff, through correspondence
and direct contact by regional office representatives, has devoted con-
siderable time to explaining the requirements as to the content of
the questionnaires to registrants and their accountants where it was
apparent that inexperience rather than deliberate evasion was the
cause of the unsatisfactory reports filed. It is believed that in these
cases a policy of education is more in the public inferest than the
imposition of sanctions would be.

t will be recalled that two of the accounting cases described herein
involved inventories of work-in-process as the principal element. In
both cases an overstatement of the work-in-process inventories re-

o January 1048, p. 26.
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sulted in corresponding’ overstatements of the capital stock equity
and of the profit for the period. In this connection it is appropriate
to recall that early in the war period the Commission established, re-
garding companies engaged in war work, a liberalized policy with
respect to its requirements as to physical inventory verification by
independent public accountants in order to avoid any possible inter-
ruption in the production or delivery of war materials.® Following
the disclosures in the M cKesson & Kobbins, Inc. case, the American
Institute of Accountants adopted certain extensions of auditing pro-
cedure, including the requirement that if “inventories are a material
factor, it should be generally accepted auditing procedure that, in
addition to making auditing tests and checks of the inventory accounts
and records * % * [the independent certified public accountant]
shall, wherever practicable and reasunable, be present, either in per-
son or by his representatives, at the inventory taking and by suitable
observation and inquiry satisfy himself as to the effectiveness of the
methods of inventory taking and as to the measure of reliance which
may be placed upon the client’s representations as to inventories and
upon the records thereof. In this connection the independent certi-
fied public accountant may requirve physical tests of inventories to
be made under his observation.” #* In announcing its waiver of this
requirement and the acceptance of substitute procedures during the
war the Comimission said:

It iz implicit that, at the earliest opporiunity, every reasonable effort will be
made to take physieal inventory with normal observation and test checking by
the certifying accountants, and that any praeticable improvemenis in the aceoutit-
ing records and controls of inventory will be undertaken. Finally, it should be

- understood that waiver of objections with respect to the current annuial report
will not necessarily constitute a basis for similar action in respect of annual
reports for subsequent years or statements flled in registratlons for the sale
of securities.” .

Current representations with respect to the auditing of inventory
accounts are being scrutinized with care in the light of this adinonition
and the experience reflected in the cases cited. ‘

Previous annual reports have commented upon the Commission’s
practice of cooperation with various acecounting groups in the develop-
ment of accounting und auditing standdrds of practice. This coop-
eration has taken the form of interchange of ideas and the institution.
of a practice of submitting for comment proposed changes in Com-
mission rules to the several accounting organizations and others in-
terested long prior to the adoption of the Administrative Procedure
Act. In return, the organizaiions have referred their proposed pub-
lic announcements in the field of accounting and auditing to the Com-
mission’s accounting staff for comment. In addition to the pronounce-
ments referred to above in the field of accounting principles and pro-
cedures, a special report by the committee on auditing procedure of
the American Institute of Accountants should be mentioned. The
report. published under the title “Tentative Statement of Auditing
Standards—Their Generally Accepted Significance and Scope” is a
substantial contribution to a general understanding of the responsi-
bilities of independent public accountants. The statement sets forth

standards of field work and reporting ; it recognizes'that examinations

2 Accounting Series release No. 30 (1942}, .
2 Btatemenis of Auditing Procedure No. 1, October 1929.
M Accounting Series release No, 30 (1842).
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of financial statements must be performed with due professional care
by persons having adequate technical training and proficiency and an
independence in mental attitude.

DIVISION OF OPINION WRITING

The Division of Opinion Writing aids the Comumission in the
preparation of findings, opinions, and orders promulgated by the Com-
mission in contested and other cases and controversles arising under
the Securities Act of 1933, the Securities Exchange Act of 1934, the
Holding Company Act of 1935, the Trust Indenture Act of 1939, the
Investment Company Act of 1940, and the Investment Advisers Act
of 1940, These statutes provide for a wide variety of administrative
proceedings which require quasi-judicial determination by the Com-
mission. Formal opinions are issued in all cases where the nature of
the matter to be decided, whether substantive or procedural, is of
sufficient importance to warrant a formal expression of views,

The Division of Opinion Writing is an independent staff office
which is directly responsible to the Commission. It receives all as-
signments and instructions from and makes recommendations and
submits its work to the Commission directly. It is headed by a direc-
tor, who is assisted by an assistant director, supervising attorneys and
a staff of drafting attorneys and a financial analyst.

While engaged in the preparation of opinions assigned to the Divi-
sion of Opinion Writing, the members of this Division are completely
isolated from members of the operating division actively participating
in the proceedings and it is an invariable rule that those assigned to
prepare such an opinion must not have had any prior participation in
any phase of the proceedings with respect to which the opinion is to
be prepared. :

The director or assistant director of the Division of Opinion Writ-
ing, together with the members of the staff of the Division who are
assigned to work on a particular case, attend the oral argument of
the cases before the Commission and frequently keep abreast of
current hearings. Prior to the oral argument, the Division makes a
preliminary review of the record and prepares and submits to the
Commission a summary of the facts and issues raised in the hearings
before the hearing officer, as well as in any proposed findings and
supporting briefs, the hearing officer’s recommended decision, and
exceptions thereto taken by the parties. Following oral argument or,
if no oral argument has been held, then at such time as the case is
ready for decision, the Division of Opinion Writing is instructed by
the Commission resgecting the nature and content of the opinion and
order to be prepared. '

In preparing the drafi of the Commission’s formal opinion, the
entire record in the proceedings is read by a member of the staff of
the Division of Opinion Writing and in some cases he also prepares a
narrative abstract of the record. Upon completion of a draft opin-
ton and abstract of the rccord, and after their review and revigion
within the Division of Opinion Writing, they are submitted to the
Commission. If the study of the record in the case by the Division
of Opinion Writing has revealed evidence of violations warranting a
reference to the Attorney General for eriminal prosecution, or has
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disclosed the desirability or the need for any changes in administrative
procedures or techniques, appropriate recommendations are made to
the Commission at the time the draft opinion in the case is submitted.

The draft opinion as submitted may be modified, amended, or com-
pletely rewritten in accordance with the Commission’s final instrue-
tions, When the opinion accurately expresses the views and conclu-
sions of the Commission, it is adopted and promulgated as the official
decision of the Commission. In some cases concurring or dissenting
opinions are issued by individual Commissioners who wish to express
their separate views on matters covered by the opinion adopted by
the majority of the Commission. In such cases the Division of Opin-
ion Writing is occasionally instructed to prepare drafts of such con-
curring or dissenting opinions and confers respecting them with the
individual Commissioners involved, submits drafts directly to them,
and makes such modifications and revisions as are directed.

The findings of fact, opinions, and orders adopted and promulgated
by the Commisgion serve as an aid and guide to the bench and bar.
With minor exceptions (e. g., certain opinions dealing with requests
for confidential treatment) all are publicly released and distributed
to representatives of the press and persons on the Commission’s mail-
ing list. In addition, the findings and opinions are printed and pub-
lished by the Government Printing Office in bound volumes under the
title “Securities and Exchange Commission Decisions and Reports.”

The foregoing represents the primary function of the Division of
Opinion Writing—to aid in the preparation of findings, opinions, and
orders promulgated by the Commission in contested cases arising
under the statutes it administers., This function has been assigned to
an independent division so that those who assist in the preparation
of the Commission’s decision in a contested case are in no way con-
nected with or participants in the preparation and presentation of the
case at the hearings.

In addition to this primary function, the Division is also given many
assignments of a general nature which are not inconsistent with the
objective of the separation of the investigatory and quasi-judicial
functions. Thus, the Division has been assigned continuing joint
responsibility with the office of the general counsel in dealing with
problems arising under the Administrative Procedure Act. It has
also been given the responsibility of preparing a compilation of an-
notations of the various statutes administered by the Commission, and
from time to time it iz given other special assignments by the
Commission.

The Division of Opinion Writing also assists the operating divisions
of the Commission in the preparation of opinions in certain uncon-
tested cases where participation by the operating division in the de-
cisional process is proper under the Administrative Procedure Act.
In some instances members of the Division of Opinion Writing are
also assigned to assist the office of the general counsel in connection
with court appeals taken from Commission decisions initially drafted
in the Division.

Some of the more significant opinions issued by the Commission
during the year are commented upon in this report under the discus-
sions of the various statutes.

B13892—49—9
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INTERNATIONAL. FINANCIAL AND ECONOMIC MATTERS

Foreign issuers, private and governmental, who seek to make public
offerings of their securities in the United States are required to regis-
ter those securities under the Securities Act of 1933, Often such issues
involve preliminary discussions with representatives of the issuer as
well as other United States agencies prior to registration.

Among the significant issues registered during the year was one
covering bonds of a par value of $131,971,700 to be issued by the Italian
Government in exchange for the outstanding dollar bonds of the
Kingdom of Italy. This issue was registered after a series of confeér-
ences between the stafl of the Commission and representatives of the
Italian Government. The Italian Government filed also an applica-
tion for registration of the new bonds under the Securities Exchange
Act of 1934 and for listing of the bonds on the New York Stock
Exchange.

On the effective date of the registration the Commission, after con-
sultation with the Departments of State and Treasury, withdrew the
request it had made at the outbreak of the war that brokers and dealers
in this country refrain from making a market in Italian securities,

The Ttalian issue was the only foreign governmentsl issue registered
during the year. Forelgn private registrations of securities during
the year amounted to $18,040,880.%

The Commission maintains, through its Adviser on Foreign Invest-
ment, facilities for liaison with other agencies which might have juris- -
diction over or interest in problems of foreign finance. The Com-
mission has continued its representation on the Staff Committee of
the International Advisory Council on International Monetary and
Financial Problems. It hascontinued to cooperate with other agencies
concerned with the development of the Government’s foreign economic
program through the Executive Committee on Foreign Economic Pol-
1ey and its subcommittees on Foreign Investment Policy, Private Mo-
nopolies and Cartels, and the United Nations Economic Subcom-
mittee. The Commission is represented also on the Federal Committee
on International Statistics formed to advise and assist the United
States member of the United Nations Statistical Commission.

Among the projects involving the foreign economie field in which
the Commission participated during the year the following may be
listed. In furtherance of the Européan recovery program the Com-
mission submitted a report and analysis of the volume, kind, and
liquidity of United States assets held by countries participating in
the European relief program and by their citizens including a review
of the steps which those countries"have taken to utilize these assets.
In this eonnection, the Commission participated in the preparation
of the European recovery program through membership on the Finan-
cial Policy &)mmittee of the Steering Committee of the European re-
covery program, which formulated the policy and prepared the docu-
ments for presentation to the Congress of all financial problems in-
volved in the program. The Commission contributed to and partici-
pated in a report on “Foreign Assets and Liabilities of the United

% During the 1947 fiscal year foreign movernments registered $333,587,500 of securities ;
and private foreign issuers registered 562,930,646, S, E. . Thirteenth Apnnual Report, p.
140. 'The figures for {)rivute issues for this and the preceding year do pot include offerings
of securities of Canadian mining companies,
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States and Its Balance of International Payments” submitted to the
Committee on Finance of the United States Senate at the request
of that committee. This report-was transmitted by Secretary of the
Treasury Snyder as Chairman of the National Advisory Council as
the work of a committee composed of representatives of the Depart-
ments of State, Treasury, and Commerce, the Federal Reserve Board,
the Export-Import Bank, and the Securities and Exchange Commis-
sion. Similarly we participated in the formulation of a “Statement
of the Foreign Loan and Investment Policy of the United States”
prepared by a joint subcommittee of the National Advisory Council
and of the Executive Committee on Foreign Economic Policy, This
statement has been approved by the President and the Secretary of
State as a guide to the executive agencies of our Government in the
further development of foreign lending :programs, to our foreign
missions and to executive agencies in their consultations with foreign
governments and with private investors, and wherever appropriate to
our representatives on international bodies.

The Inter-American Economic Agreement signed on May 2, 1948,
at the Ninth International Conference of American States at Bogota,
Colombia, includes a complete chapter on private investments. The
Commission’s representative took an active part in the formulation
of several of the articles in the-chapter, in particular with respeect to
that portion of the agreement which declares that the policy of the
states is in favor of the development of uniform accounting and dis-
closure principles. The Commission is lending its technical assistance
in the implementation of the agreement.

.Upon the request of the International Monetary Fund and of rep-
resentatives of the Economic Secretariat of the United Nations, repre-
sentatives of the Commission have held a number of conferences for
the purpose of helping to develop uniform and current methods of
presenting information with respect to foreign investments and capi-
tal markets. Upon invitation of the United States Governor of the
International Bank and the Monetary Fund, the Chairman of the
Commission attended the second annual meetings of these institutions
held in London in September 1947.

At the reguest of the Chairmen of the Banking and Currency
Committee of the Senate and of the Interstate and Foreign Commerce
Committee of the House of Representatives, the Commission con-
sidered the proposal of the International Bank for Reconstruction and
Development that it be granted exemption from the Securities Act of
1933 and the Securities Exchange Act of 1934 respecting securities
issied or guaranteed by it.** In a letter, and in a subsequent state-
ment to the House committee, the Chairman of the Commission indi-
cated the views of the Commission on these proposals. In effect the
Commission stated that, insofar as these proposals affected the coun-
try’s international economic relations, the Commission was not in a
position to make policy recommendations.

Pursuant to an invitation extended by the Foreign Bondholders’
Protective Council, Inc., the Secretary of State and the Chairman of

2 This proposed leglslation contemplated exemption of the above-mentioned securities
from the Securities Act and the Securitles Exchange Act. The Thirteenth Annual Re-
port containg a full discussion of the problems involved and of the events leading to the
adoptiop by the Commissinn of certnin rules and forms specifienlly designed either €o grant
exemption from or to facilitate registration under the Securities Act of 1933 for securities
iggued by the International Bank.
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the Securities and Exchange Commission constitute a board of visitors
to the Council. On September 26, 1947, & member of the Commission
and a representative of the Department of State visited the Council
and reviewed its financial operations, its receipts and expenditures,
the nature and the sources of its fees, and discussed several problems
ugon which the advice of the visitors was requested by the officers
of the Council. During the year the Council has asked the advice
of the Board of Visitors on several matters involving the interests of
United States holders of foreign dollar bonds.

The Commission, through the office of its Adviser on Foreign Invest-
ments, maintains a constant surveillance of foreign exchange regula-
tions and capital controls of other countries, noting particularly
the effect of such regulations and controls upon United States in-
vestors in foreign securities. One of the Commission’s purposes in
making this review is to be assured that full and accurate disclosure
of these regulations and controls is made in registration statements
and prospectuses used in connection with public offerings of foreign
securities in the United States. The Commission has also on occasion
brought to the notice of the Department of State instances in which
the administration of these controls seemed to involve discriminatory
treatment of United States investors. The Commission also main-
tains a constant surveillance of the transactions effected by foreigners
in the securities markets under its jurisdiction.

ADVISORY AND INTERPRETATIVE ASSISTANCE

References are made throughout this report to the informal assist-
ance rendered by the staff to the public in connection with the statutes
administered by the Commission. Such assistance is usumally given
by the staff in connection with specific matters involving the filing
of a registration statement, proxy statement, annual report, and so on.
Mention has been made of the prefiling conference and the deficiency
letter in connection with registration statements. These represent
only & small part of the total of informal assistance given the public
by thestaff. 1t isnot possible to determine the exact amount of assist-
ance made available to the public by the staff by means of conference
and letter. At the least, such conferences run into the thonsands, and
their number is more than equaled by the number of advisory letters
prepared by the staff during the 1948 fiscal year.

In addition to the above assistance rendered by the staff in connec-
tion with specific matters, a great amount of assistance was provided
the public by a special interpretative section in the office of the chief
counsel of the Division of Corporation Finance. This section is
staffed with lawyers prepared to give expert advice as to all questions
of interpretation arising under the Securities Act of 1933, the Trust
Indenture Act of 1989, the Investment Company Act of 1940, and
parts of the Securities Exchange Act of 1934. Upon presentation of
all pertinent facts involved in a particular problem, the section will
furnish a detailed and informed opinion as to the application of a par-
ticular statute in a specific situation,

During the 1948 fiscal year, the section prepared 5,847 letters fur-
nishing this highly technical assistance at the request of interested
lawyers, accountants, and students. In addition, the section rendered
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like ‘assistance in many hundreds of conferences held, in person or by
telephone, with other such members of the publie.

CONFIDENTIAL TREATMENT OF APPLICATIONS, REPORTS,
OR DOCUMENT'S

The Commission is empowered to grant confidential treatment, upon
application by registrants, to information contained in reperts, ap-
glications, or documents which they are required to file under the

ecurities Act of 1933, the Securities Exchange Act of 1934, the Pub-
lic TUtihty Holding Company Act of 1935, the Investment Company
Act of 1940, and the Investment Advisers Act of 1940. Under the
Securities Act of 1933 the Commission has adopted rule 485, which
provides that information as to material contracts, or portions thereof,
will be held confidential by the Commission if it determines that dis-
closure would impair the value of the contracts and is not necessary
for the protection of investors. The other four statutes referred to
are, in general, without specific restriction in this respect and empower
the Commission to hold confidential under certain conditions any in-
formation contained in any reports required to be filed under those
statutes. Disclosure of information filed confidentially under the
latter statutes is made only when the Commission determines that dis-
closure is in the public interest.

The following table indicates the number of applications for con-
fidential treatment received and acted upon during the year, together
with the number pending at'its close:

Applications for eonfidential treatment—I1948 fiscal year

Nuua?er Number | Namb I\éun}hg.r Nu:(rllgaer
pending | Number | Number ;| denie ending
Act gnd ruls under which flled July 1, | received | granted | or with- | June 33,

drawn 1048

Becurlties Act, rule 488 . .. .. 4 28 20 & 4
Seeurities Exchanges Act, rules X-24B-2, X-13A-6B_ 17 55 44 17 11
Investment Company Act, role N—45A-1__ . _____[._________ ar [ T T I

Total . e 21 118 16t 23 15

Although registrants may seek judicial review of adverse decisions
by the Commission, ne petitions for such judicial review were filed
in any of these cases during the 1948 fiscal year,

STATISTICS AND SPECIAL STUDIES

Saving Study

The Commission continued its series of quarterly releases on the
volume and composition of saving by individuals in the United States.
These releases show the aggregate volume of individuals’ saving,
that is, the increase in their assets less the increase in their liabilities,
exclusive of gains or losses from revaluation of assets. The figures
also show the components contributing to this total, such as changes
in securities, cash, insurance, consumers’ indebtedness, and consumers’
durable goods. - ' '

27 Redesignation as of July 15, 1947, of former rule 580,
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Financial Position of Corporations

The series of quarterly releases on the working capital position of
all United States corporations, exclusive of banks and insurance com-
panies, was continued. These releases show the principal components
of current assets and current liabilities and an abbreviated analysis
of the sources and uses of corporate funds. Semiannual supplementary
tables were also released showing a detailed break-down of current
assets and liabilities for various industry and size groups of corpora-
tions registered with the Commission. It is intended in subsequent
reports to present more detailed data on the sources and uses of cor-
porate funds, thus giving an up-to-date analysis of the financial
condition of corporations as well as a complete picture of the volume
and composition of corporate saving. .

During the 1948 fiscal year the Commission, together with the
Federal Trade Commission, inaugurated a series of quarterly indus-
trial financial reports. These reports developed as an extension of
the working capital series and present a complete balance sheet and
abbreviated income account for all manufacturing corporations in the
United States. In addition the data are shown for various single
groups of corporations and for minor industry groups. It is planned
that tllllis report be extended to cover nonmanufacturing corporations
as well. :

The Commission, together with the Department of Commerce, also
continued the series of quarterly releases on the plant and equipment
expenditures by United States businesses other than agriculture.
Shortly after the close of each quarter, these releases present industry
totals on the actual capital expenditures of that quarter and anticipated
expenditures for the next two quarters. It is intended in future re-
ports to present additional data showing more detailed classifications
of industry groups and a size-of-company break-down. These data
provide a useful index of present and future activity in the capital-
goods industries and capital markets and a valuable barometer of
business activity in general.

Stock Market Statistics

Certain releases to the public, supplanted during the war by press
releases because of the manpower and paper shortage, were reinstated
toward the end of the fiscal year. Igound-lot trading and odd-lot
trading releases were consolidated into one weekly public release and
a special mailing list was established for persons desiring these data.
The releases also cover, with a 2-week lag, daily total round-lot
sales in odd lots on the New York Stock Exchange, as well as the odd-
lot dealers’ round-lot purchases and sales for their odd-lot accounts.
The releases also cover, with a two-week lag, daily total round-lot
transactions on the New York Stock Exchange and on the New York
Curb Exchange and the round-lot purchases, total sales, and short
sales of exchange member groups, as well as the numbers of reports
received weekly from each class of member. \ o

The Commission continued publication of indexes, by industries,
of weekly closing prices of common stocks on the New York Stock
Exchange; and the monthly dollar value and volume of sales of stocks,
bonds, rights, and warrants on registered and exempted securities ex-
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changes. A number of these series are presented in the appendix
tables of this report.

The Commission’s staff continued its studies of various aspects of
trading in securities, including floor trading, purchases and sales of
domestic gecurities for foreign account, purchases and sales of secu-
rity options, and general research on exchange rules and practices.

Survey of American Listed Corporations
During the 1948 fiseal year, the Cominission again released for
Eublic and Government use statistical data filed with the Commission
y registrants under the Securities Exchange Act of 1934 and the
Securities Act of 1933. These data are summarized in a series of
reports known as the “Survey of American Listed Corporations”
showing individual data for each ¢ompany as well as industry totals
for 1,825 registered companies in 156 ‘industry groups. ’ ‘
One of the series of reports “Data on'Profits and Operations Includ-
ing Surplus, 194546 was completed in the fiscal year. This series,
consisting of seven volumes (divided aecording to industry groups), is
published annually. The data included are presented on an over-all
basis, covering all regisirants, and are then presented on an individual
basis for each of the registrants constituting the group with all figures
given on a comparative basis with the preceding ycar. Principal
items furnished in these reports on profits and operations including
gurplus are annual data on sales; costs and/or operating expenses;
operating profits; net profit before income taxes; net profit after income
taxes; depreciation, depletion, amortization, etc.; maintenance and
repairs; selling, general and administrative expenses; earned surplus
at the beginning of the period; additions to earned surplus (including
net profit after income taxes); deductions from earned surplug (other
than dividends); dividends charged to earned surplus; and earned
surplus at the end of the period. Also included are capital surplus
at the beginning of the period; capital surplus at the end of the period;
and net worth at the beginning of each period covered. . In addition
each item in the profit and loss account is shown as a percentage of
net sales and & ratio of the net profit before income taxes as a per-
centage of net worth and a ratic of the net profit after income taxes
as a percentage of net worth. The data presented for the manufac-
turing industry groups supplement previous reports on “Data on
Profits and Operations” beginning with the year 1936. The data for
the nenmanufacturing industry groups supplement previous reports
beginning with the year 1942.  Surplus is presented for the first time
in this series. A summarization of data on profits and operations for
the period 1937-46 was also publicly released for all manufacturing
companies as well ag a summarization of all nonmanufacturing com-
panies for the period from 1942-46. All of these data for registered
corporations, both on an individual company and industry basis, are

currently being carried through 1947,

Investment Company Data

Data for closed-end and open-end management investment com-
panies wére compiled and released to the public quarterly. These
reports show data for the purchases and sales in both shares and
dollars of the registrant’s capital stock and of their own funded debt;
portfolio changes during the period showing purchases, sales and
balance of change in their portfolio; and the nature of their assets
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at the close of the quarter. The items included in these assets are
cash and cash items; Government securities; securities of other invest-
ment companies; other securities; other assets; and total assets.
Brokers and Dealers . ’

During the 1948 fiscal year, a study was made of the financial
condition of 3,284 registered brokers and dealers reporting under rule
X-17A-5 under the Securities Exchange Act of 1934 covering the
years 1946-47. The study consists of tables summarizing the data
for all registrants, for members of the New York Stock Exchange, and
for each of the 10 regions of the Commission. The items covered in
each of the tables include net capital; aggregate indebtedness; eash
in banks; funds segregated pursuant to Comodity Exchange Act
requirements; cash and exempt securities segregated; firms' inventory
of exempt securities at market value; firms’ inventory of nonexempt
securities at market value; and customers’ debit belances in margin
accounts. Also included are customers’ free credit balances; cus-
tomers’ credit balances in cash accounts; customers’ credit balances
in accounts with open contractual commitments; customers’ credit
balances in margin accounts; money borrowed from banks on cus-
tomers’ securities; and money borrowed from banks on firms’ and
partners’ seeurities. The study is being carried through 1948 and the
results to date are included as appendix table 6. A
Quarterly Sales Data

Data showing quarterly sales of registrants under the Securities
Exchange Act of 1934 have been released by the Commission, These
releases have been made in two forms, covering approximately 1,400
corporations in 156 industry groups. The data have been released
ench quarter, first in the aggregate showing the total for all companies,
with a break-down of manufacturing and retail trade for the last five
quarters, and secondly for each individual company and for each
industry group for the current quarter, the previous quarter, and the
comparable quarter of the previous year.

Distribution of Registrants by Independent Accounting Firms
~ During the 1948 fiscal year, a study was made of the distribution of
registrants by independent public accounting firms certifying financial
statements for 1946, The study included 2,265 registrants, with
aggregate assets of 100 billion dollars, filing annual reports with the
Commission under the Securities Kxchange Act of 1934 and the
Securities Act of 1933. These firms’ reports were certified by 416
independent public accounting firms. The study classified the ac-
counting firms by aggregate assets of registrants served, showing the
number of registrants, number of industry groups, and the percentage
of total number of registrants covered. Also shown are g break-down
of accounting firms by interval, the number of firms certified to, and
the aggregate assets of these registrants.

Registrants and Subsidiaries ‘

Another report in the series entitled ‘‘Registrants and Subsidiaries”
is currently being carried through 1948, This study shows the rela-
tionship between about 2,100 registered companies and their 14,000
subsidiaries. :
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‘ANALYSIS OF THE STOCK MARKET DECLINE OF -
SEPTEMBER 3, 1946 -

On August 21, 1947, the Commission released a report of the Divi-
sion of Trading and Xxchanges giving the results og a study started
in October 1946 of stock trading on the New York Stock Exchange on
September 3, 1946. On that day, stock prices experienced the sharp-
est break in 9 years. The study was undertaken to determine the
causes of the break and to ascertain whether there had been any
E]anned or concerted action by any group in violation of the Securities
xchange Act of 1934 or its rules.

The 'study analyzed the buying and selling of various types of
buyers and sellers in 15-minute (and in some cases, shorter) periods
throughout the day. It traced prices for each minute of the day and
described the buying and selling in all stocks traded in 100-share lots
and in various classifications of these stocks. It showed what was
being done at given times by public traders, foreigners, banks, invest-
ment trusts, odd-lot dealers, member and nonmember. firms (for firm
and individual accounts and for wives and dependents), and by floor
traders and specialists. These activities were in turn subdivided into .
transactions in all étocks, in stocks graded according to activity and
price, according to their use in standard indices, in stocks with different.
rates of decline throughout the day, and in stocks of various industrial
classifications. _ ‘ O

For this analysis, two major types of data were collected. First,
every transaction in round lots on the New York Stock Exchange on
September 3 was reconstructed from the brokers’ records. . Compre-
hensive information was obtained from New York Stock Exchange
meémber firms and other brokers and dealers and banks which effected
transactions through the facilities of the Exchange on that day. For
each round-lot purchase and sale, these data included the name of the
stock, price, and volume, and the name and address of the customer.
The sales data also included information with respect to short sales
and stop-loss orders.  Second, a number of public customers who either
bought or sold on September 3 were interviewed to obtain further
details on their trading, including their reasons for buying or selling.
Six hundred and twenty-two interviews were conducted, covering
practically all of the largest public purchasers and sellers on that
day, as well as a random sample of all other public transactions.

The study was limited to an analysis of market activity and did
not deal with the general domestic and international economic baclk-
ground of the day’s market. Based on a voluminous collection.of de-
tailed information, the report gave the most comprehensive picture
of a day’s market yet presented.” While the report reached no specific
conclusions, no group or individual, professional or publie, nor any
single market factor, plainly appears as exclusively or primarily
accountable for the character of the trading on the day 'in question.

In its release accompanying the report, the Commission stated that,
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although the study should be helpful in the formulation and evalua-
tion of standards designed to maintain fair and orderly markets, it
alone did not show what further controls, if any, are necessary or
desirable.

PERSONNEL

As of June 30, 1948, the ‘persxmnel of the Commission consisted
of the following:

' Headquarters Office:

Commissioners__ e e 5
Staff ___.____ _— N 813
. T . - —— 818
Regional offiees______________ e 381
Total .+ _____ - — 1,149

This represents a reduction of 10 employees from the total personnel
on June 30, 1947. Of the 1,144 employees of the Commission at the
end of the current year, 416 or 36 percent were veterans of World
War I or World War IT, : . .

* In. January 1948 the Headquarters Office of the Commission was
removed to Washington, D. C,, from Philadelphia, Pa., where it had
been located for nearly 6 years. Among the administrative problems
presented by the return to Washington was the necessity for the
maintenance of operations during the pertod of the move notwith-
standing a considerable turn-over in clerical and stenographic posi-
tions. hé_reﬁlgcement of those employees unable to move to Wash-
ington with the Commission constituted one of the major functions
of the Division of Personnel durihg the 1948 fiscal .year. It is note-
worthy, however, that the Commission lost very few of its profes-
sional employees during this period. As a matter of fact, approxi-
mately 41 percent of the total professional and téchnical staff has
been with the Commission for 10 years or more.

- FISCAL AFFAIRS

Apr;;bpria— Obligated | Unobligated

Appropriation title lon balince

Balarics and ExDerses. ... _.__________________....._..__._____ ss,ﬁgg:goog 45, 618, 250 §72, 450

Printing and Binding. ..., S 48,051 1,540
., Total.__.... e e s 5738700 | 5,644,301 [ 74,3¢m
. Receipts for the ﬂécﬁl year 1.9.48' 1

Character of fee: : Amount
- Fees for registration of secarities________ D $630, 322
Fees under Trust Indenture Act_-________. N - 700
.+ Fees from registered exchanges_____________ " S 250, 813
.. Fees from sales of photo duplications —— - 14, 023
Miscellaneous receipts . — N 50, 437
1 . . . [
Total: .- — — —— — --- 946,205

1 This money must be turned in to the general fund of the Treasury of the United Statcs and is not avail-
able for expenditure by the Commission.
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' PUBLICATIONS
Public Relenses
Releases of the Commission consist primarily of official announce-
ments of Commission actions taken and filings made under the sev-
eral acts which it administers. These include decisions, regulations,
orders for hearings, notices of filings, and related matters 1ssued by
the Commission.
During the 1948 fiscal year releases issued under the several acts
?n]cli in connection w1th Chapter X of the Bankruptcy Act were as
ollows:

Act " Relenses

Securities Aet of 1933 _________ 62
Securities Exchange Act of 1934 __ . _______ —— - e 143
Publie Utility Holding Company Act of 1985 792
Trust Indenture Act of 1939 _ e - 4
Investment Company Act of 1940 — - —- 116
Investment Advisers Act of 1940 ______________ - . 2 4
Chapter X, Bankruptey Aet____ . S 3
Motal_ - [ e .- 1,124

The following break-down of these releases for the month of June
1948 is illustrative of their general nature:

Decigions and orders..__._. a2
Announcements of regulations adopted and proposed to be adopted __________ 2
Announcements of accounting opinions and instruetions____ -1
Announcements of filings, orders for hearing, and notices giving opportunity

to regquest hearing — N 55

The balance of the Commission’s releases are of an informational
nature, the following having been issued during the year:

Announcements of publication of reports on corporate survey and statlstlcal
stedles . ___________ __________ v

Reports of court actions in injunction and criminal prosecutmn cases ini-
tiated by the Commission._ e

Miscellaneous (announcements regarding appointments of Commissioners,

stafl officials, and other matters)____. e 8

Total . _________ . e 114

Tn all, a total of 1,238 releases were 1ssued during the 1948 fiscal year.
Other Publications

Daily Registration Record.

Monthly Statistical Bulletin.

Bound volume 14 of the Decisions and Reports, August 15, 1943,
to December 15, 1943,

Twelve monthly issues of the Official Summary of Securities Trans-
actions and Holdings of Officers, Directors, and Principal Stock-
holders. ,

The Thirteenth Annual Report of the Commission.

List of Securities Traded on Exchanges under the Secunmes Ex-
change Act of 1934, as of December 31, 1947,

Securities Tssues of Electric and Gas Ut111tles 1935-47.

Working Capital of 1,169 Registered Corporatmns, December 1939
to June 1947,

Survey of American Listed Corporations, Data on Profits and Op-
erations, 194445, parts 6 and 7. -
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Survey of American Listed Corporations, Data on Profits and Op-
erations, 1945-46, parts 1, 2, 8, 4, and 5. -

Survey of American Listed Corporations, Investment Companies,
Quarterly Data, 194748, )

Survey of American Listed Corporations, Brokers and Dealers
Resources and Liabilities, 8,276 Companies for 1946.

Survey of American Listed Corporations, Quarterly Sales Data,
1948, . ‘

Work of Securities and Exchange Commission, as of January 1,
1947.

Accounting Series Releases, 1 to 63, August 1947 (compilation).

INFORMATION AVAILABLE FOR PUBLIC INSPECTION '

The Commission maintains public reference rooms at the central
office in Washington, D. C,, and in its regional offices in New York
City and Chicago, Ill. T t

opies of all public information on file with the Commission, con-
tained in registration statements, applications, reports, declarations,
and other public documents, are available for inspection in the public
reference room at Washington. During ‘the fiscal year 1948, 2,016
persons visited this public reference room seeking such information.
In addition to providing facilities for personal inspection of regis-
tered public information, there were received in the public reference
rooms thousands of letters and telephone calls from persons requesting
registered information. (This does not include requests for copies of
releases, forms, publications, ete.): Through the facilities provided
for the sale of copies of public registered information, 2,131 orders,
involving s total of 173,488 pages, were filled. '

In its New York regional oflice, located at 120 Broadway, the Com-
mission provides facilities for the inspection of certain public informa-
tion on file with the Commission. This includes copies of (1) appli-
cations for registrations of securities on all national securities ex-
changes except the New York Stock Exchange and the New York
Curb Exchange, together with copies of annual reports, supplemental
reports, and amendments thereto; and (2) annual reports filed pur-
suant to the provisions of section 15 (d) of the Securities Exchange
Act of 1934 by issuers having securities registered under the Securities
Act of 1933. During the 1948 fiscal year 12,965 persons visited the
New York public reference room and move than 6,782 telephone calls
were received from persons seeking registered public information,
copies of forms, releases, and other materral.

In the Chicago regional office, located at 105 West Adams Street,
copies of applications for registration of securities on the New York
Stock Exchange and the New York Curb Exchange, together with
copies.of all annual reForts, supplemental reports, and amendments
thereto, are available for public inspection. During the 1948 fiseal.
year 3,215 members of the public visited this public reference room,
and approximately 1,500 telephone calls were received from persons
seeking registered public information, forms, releases, and other ma-
terial of a public nature. . - )

In addition to the material which is available in the New York
and Chicago publie reference rooms, there are available in each of
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the Commission’s regional offices copies of all prospectuses used in
public offerings of securities effectively registered under the Securities
Act of 1933. Duplicate copies of apphcntwns for registration of
brokers or dealers transacting business on over-the-counter markets
filed under the Securities Exchange Act of 1934 and duplicate copies
of applications for registration of investment advisers filed under the
Investment Advisers Act of 1940 are available for inspection in the
regional office having jurisdiction over the zone in which the registrant’s
principal office is located. Also, copies of letters of notification filed
under regulation A {which exempts small issues of securities from the
registration requirements of the Securities Act of 1933) are available
for inspecticn at the mgmnml office where filed and in Washington, D. C.
In the Commission’s San Francisco office, where complete facilities
are provided for the registration of securities and qualification of
indentures, copies of registration statements and applications for qual-
ification of indentures filed at that office are available for public
ins ectlon
Jopies of all apphcatlons for the registration of securities on na-
tional securities exchanges are available for public inspection at the
respective exchange upon which the securities are registered.

PUBLIC HEARINGS

The following number of public hearings were held by the' Commis-
sion under the various acts during the 1948 fiscal year:

Securities Act of 1933 R, 4
Securities Exchange Act of 1934 ________________ S 19
Publie Ttility Holding Company Actof 1935_____ ____. _ __  ______ _____ 102
Trust Indenture Act of 1939 _ 0
Investment Advisers Aetof 1940__________ . 0
Investment Company Aet of 1940 ________ . 9

Total e . 134

A total of 49,168 pages of testimony were taken at these hearings, an
inerease over the 1947 fiscal year.
In addition to the above hearings, the Commission conducted a
%ubhc investigation in the matter of Kaiser-Frazer Corp., Otis & Co.,
irst California Co., and Allen & Co., under the Securities Act of
1933 and the Securities Exchange Act of 1984, taking a total of 4,902
pages of testimony during the fiscal year.
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TasLe 1.—Registrations under the Securities Act of 1933 fully effective during the

Jiscal year ended June 80, 1548

Pant 1.—DISTRIBUTION BY MONTHS

[Amounts In thousands of dollars}!?

) All effectively registered Froposed ";‘}ri:;‘&zrg’r acoount
Year and month
Number of | Number Number of | Number
staloments | of issues | 00Ut | gratements | of issues | AmOumt
1947

July_ 45 58 746, 360 38 42 856, 515
Augus 14 15 118,814 o 10 04, 597
September__ k1 50 | 1,018,235 30 T8 M7, 914
Oclober. .. 41 36 1, 3496, 503 36 45 784, 481
November i3 62 308,376 43 5t 275, 363
December_ .. - 42 b1 252,155 32 37 178,064
32 40 417,258 26 28 375,051
23 28 153, 374 2 23 186, 471
a0 57 439, 068 36 80 407, 349
40 a1 288,726 36 42 257, 104
36 48 667, 580 3z 36 424, 524
ar 43 £38, 183 3z 33 404, 786
Tatal fiseal year 148 ___ ? 435 858 | 6,404,633 370 435 5,032,199

PART 2—BREAK-DOWN BY METHOD OF DISTRIBUTION AND TYPE OF SECURITY
OF THE VOLUME PROFPOSED FOR CASH SALE FOR ACCOUNT OF THE ISSUERS

[Amounts in thousands of dollarg] ?

T'ype of security
Method of distribution and group to —
whom offered All types | Secured | Unsecured] Preferred | Common | Other
B bonds bonds stock stock types
All methods of distribotion. .. ..____ 5,032,199 | 1,390,577 | 1,383, 570 536, 042 | 1,571,198 148,911
To general publie. .. .. .. ___. 3,307,783 | 1,389, 507 ARS, 82T 445, 534 451, BEO 135,035
To security holders_..._____.____ 1,230,427 1,032 497,128 , 385 642, B55 28
To other special groups_. ... 493, 989 39 616 2,024 476, 463 14, 848
Through investment bankers______.. 3,776,335 | 1,390,008 865, 831 514,669 784,331 | | 121,485
By purchase and resale_. _...__..| 3,015, 544 | 1,300,008 £78, 831 456, 524 480, 752 23
Ta general publio. ... 2,522,346 | 1,380, 507 599, 172 203, 745 139,922
Ta secarity holders_______._. 471, 482 501 79, 659 63,179 328,116
To other sprcinl groups_ . b3 5 1 T RS IO [ 22,715
On best efforts basis._..____._.._ 758, 791 57, T46 293, 579
To general publie . 730, 697 43, 630 289, 600
To security holders_ . __.____ 19, 991 14,116 3,878
To other special groups. ... 100 |- e 160
By I88URTS. oo }, 255, 865 570 417,739 22,273 786, 867
To general publie. ... 45,738 | oo 1, 654 8. 150 22 358
Tosecurity holders_. ... _____ 138,051 531 415, 469 12, 090 310, BoL
To other specinl groups. . ... 471,174 39 616 2,024 453, 648

See footnotes at end of toble.
B13892—49 10




TarLE 1.—Registrations under the Securilies Act of 1933 fully effective during the fiscal year ended June 30, 1948—Continued
PART 3.—PURPOSE OF REGISTRATION AND INDUSTRY OF REGQISTRANT

[Amounts in thoussnds of dellars]!

. Industry
—————— Purpose of regisiration and use of proceeds - - -- - N B —-— — |- Transporta- |~ ; -
P & v All Extractive Manufac- Fiaﬁr&cial Merchandis- tion and glgecg]g, Other
. Industries turing investment ing wmgolilnlw whter
Number of statements______ ... n 2 435 17 124 M 2 30 127 19
Number of 155088 . - i 560 1% 160 117 33 35 162 24
Fer all purposes of registration {estimated value)_____..________| 16,404,033 81, 794 1,265,012 4823, 032 80,009 2,248, 947 1,543, 497 582 342
Leess: Not for salo_ . eeanans 1, 163, 332 10, 005 304, 850 40,147 15,791 | . 572,019 183,181 36, 338
Foraccountefissuers . ____ .. ... 1, 130, 856 10, 005 202, 374 40,147 16, 360 572,019 164, 306 35, 445
Reserved for conversion - 867, 880 9,15 146,878 16, 825 9,135 571, 243 114,852 | oo
Reserved for option._. .. - 6, 218 131 3,200 |l B60 | el 1,931
For substitution ®..__.__.____._ . 8, 760 343 LG . b, 276 i 50
For exchange for other securities. . - 215, 482 376 141,102 B S P RO 37,708 33, 222
For othor purposes. oo e 81,807 |- 73 10, 247 | e 11, 545 41
For account of obhovs. oo o oo 7 12,475 | Ll. 431 e 18, 875 84
For sala (estimated gross proceeds) ... .. ... 5,241, 301 51,780 860, 162 782, 886 63, 218 1,676, 928 1, 660, 316 48, 003
Less: For account of others than issuers....._.___.___.. .. 200, 102 25, 550 87,601 2,344 11,885 2, 400 53,765 25, 467
¥For sale for account of isswers. . ocoamooniLlL R 5,032, 189 25, 238 872,471 780, 542 51,332 1,674, 528 1, 6086, 551 20, 536
Less: Coat of fSotatlon. ..l 308, 888 1, 542 15,373 43,423 2, 206 118, 784 48, 07 672
Compensation (commission and discount) ... ____.__.. 278, (00 1,282 88, 400 41, 220 1,808 107, 560 36, 088 05
EXDeNsss. - manm e 30,378 291 5,973 2,185 401 9,224 12,029 178

T

NOISSTIOINOD JEONVHOXH dNV SHLLIYAOHS

cel



Expected neb procecds from sales for sccount of fssners_ ... 4,723,211 24, 606 777,099
N W MODBY - o o oo im i mmm v e 3, 819, 311 15, 368 603, 192
Plant and equipment ..o oo cmimcmeeeae 3,160, 985 13, 236 375,619
Worklng capital. . 634,151 565 314, 579
Qther new money purpeses 24,174 1, 568 2,993
Repayment of indebtedness and retirement of stock..-._._: 404, 959 8,325 63, 031
Bonds and notes ... oo oo 264,882 | _ ... 14, 180
Otherdebt. ... - 100, 285 8,325 35, 796
Preferred stock 38,792 | . 13, 044
Purchase of securities . ... oo e 482,530 [ .oceeeeeeos 7, 701
For investoment. . . iao. 450,888 | ool

For affiliation. . ... ... 22853 i oieommnn- 7,701
Purchase of intangible assets. . [ oo ami [
Miscellaneous and unaceounted for_ .. oo 18, 403 2 13,175

787,110
275, 284

459, 685
459, 685

1, 557, T43
1, 564, 511
I, 562, B56

1,630

25

1, 557, 654
1,221,885
1,182, 311
19, %0
319, 603
248, 205

44, 420
25, 888

1 Due {0 rounding, Agures will not necesszeily sdd to the totals shown,

2 The number of statements represented in this table as “fully effective,’” 435, differs
from the 440 shown cn p, 8 of the text because of minor differences in classification.

! Consists malnly of certificates of participation snd faec amount certificates.

1 Includes $250,000,000, the amount of bends of the World Bank,

s Ineluded in this classification are seeurities of a foreipn government in the amount
of $31,182,000, Industries represented by the remaining $51,160,000 are real estate and

service,

¢ C'onalsts entirely of voting trust certificates and certificates of deposit,
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TaeLe 2. —Classification by qualily and size of new issues, exclusive of investment trust tsgues, registered under the Securiiies Act of 1933 for
sale lo the gemeral public (hrough {nvestment bankers during the fiscal years 1346, 1947, and 1948

ParT 1,.-NUMBER OF ISSUES AND AGGREGATE VALUE

[Amounts in millions of dollars]®

Bonds 1
— | Preferred Common
Fiseal K stock stock
year Size of [ssne First grade | SBecond grade | Third grade | Fourth grade | Flith grade | Below filth Unrated All bonds
ended | 0,000) - —

June *

30— Num- [Aggere- Num-| Aggre- | Num- |Aggre-| Num- |Agere-| Num- [Apgre-| Num- [Apere-] Num- [Aggre-| Num- | Aggre- | Num- [Agere-) Num- |Agere-
bher of | guto | berof | pate | herof | gate | ber of | gnte | ber of | gate | ber of | gate | ber of | gnte | ber of | gote | her of | gate | ber of | gate
issues | value | issues | value | issues | value | fssues | value | issues | value | issues | value | issues | value | issues | value | issues | value | issues | value

1946_ ... 5| 383.0 | 890.4 3| 1952 {1 P [V 1 (. (41 R 0 17 !‘1.468.6 (11 L1 I P,
31076 51 1551 15 | 485.3 7| 2185 1 40.0 01 1] 31, BB4.S 811731 1 365

1 160 2, 289 12 | 122.4 15 | 127.8 3 17.8 2 [1] 36 334.3 54 | 3%1.8 23 175.2

{12 P, 1 4.4 4 13.1 i 19.2 9| 26.1 4 8 33 B8.2 95 | 200.2 72 139. 4

[V I ol .. LI SR [ I 1 ] 1 6 8 50 32 18, 5 49 24,1

9 17 |1,077.0 34 | 7960 29 | 305. 4 14| 84.2 7 I4 124 |2,880.6 188 { 773 6 145 | 378.2

1947 60 and over.__. 1 7| BB 21275 2| 1291 [V [ 0 (11 [ 12 1,208 & 3| 22Ly L1 .
2 3 3 5| 1645 10 | 30.7 1 20.2 0 L I 21 A72.7 3| 8l.4 L1 I P

a Q 12 | 118. 9 #1280 2 19.7 1] 1 73 A% 370.8 26 | 235.8 13 5.5

0 [1] 1 46 7 239 7 18.3 3 & 9.6 23 6.2 45 | 88.4 48 764

0 L . ) 3 I, {1 P 1 .6 0]..__... 3] 24 7 3.4 26 13.8 50 23.8

All sizes..._... 3 19 1,073.7 n 28 : 608 7 11 58.8 3 £90 12 19.2 06 |2,323.2 103 | 611.0 111 . 195.8

1948_..__ 50 and over_ . 5 & 416. 5 2 L LI I 0 -0 (1 12 (1,084, 7 0l ... 0. ...
4 & 172,46 7 4 | 1085 0 1] L 20 592.7 8195 3 2 8.6

1 14 134.2 27 8 6.5 3 a 1 AR 54 525.9 15| 148 5 ] £5.7

0 3 10,46 11 6| 17.6 n 0 1 18 a1 66.1 3 658 25 49,6

b!] Q). 0 (N P 2 a 5 2.8 7 4.3 11 fi.d 20 8.2

10 27 7339 47 18 | 203.6 5 L) I 7 11.4 114 \2. 2737 ‘ 68 | 416. 6 0] 167.1

See¢ footnotes at end of table

PET
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TanLe 2, —Classification by quality and size of new issues, exclusive of investment frust issues, registered under the Securities Act of 1933 for
sale lo the general public through investment bankers during the fiscal years 1946, 1947, and 1848 —Continued

Pagr 2—COMPENSATION ¢ TO DISTRIBUTORS
[Percent of gross proceeds]

Fiscal year ended June 30—

Size of issue

Allsizes_ ...

Bonds?
Pretferll;ed Co?nion
Firat Becord Third Fourth Fifth Telow sioc stoe
grade " grade grade grade grade fifth Unrated | All bonds
[ i R R,
1.0 1.9 5.4
14 25 6.5
2.0 4.7 9.2
6.0 8.9 14.5
.9 31 8.0
.8 b1 .
1.0 | 2
1.1 2.6 1.7
2.1 50 10.1
5.0 9.3 13,0
.9 2.8 9.3
TN I
.7 4.5 12.2
.4 B 3.6 8.4
7.2 L& 5.7 9.4
7.5 6.1 9.8 4.5
-5 .6 1.3 206 . 3.2 .6 4.5 10.2

1 Due to rounding, figures will not necessarlly add to the totals shown.
. *The grades are according to the elassifieation of the bonds by investment rating serv-
ices ''first grade' corresponds to Moody's Anas, Standard & Poor’s A1, “second grade”

to Aa, Al ete,

? The compensalion figures are based on the data reported in the registration state-
ments as of their effective dates, They do not, therefore, include additionsl compensa-
tion that may have been tealized later from the exercise of options that had no realizable
value on the efective dates,
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TAaBLE 3.—New securities offcred for cash sale in the United States —Continued

PaRrT 1.—TYPE OF OFFERING

[Estimated gross proceeds in thousands of dollars] 1

Year and month

All offerings

Public

Privaie

Exempt because ol—

Exempt because of -

Repistered Registered
Typeofissue]  Bize of Intrastate Typesof lssua Puﬁ%‘?g’dby
or issner ! jssup ? offering or 1asuer 4 groag &
B
July 1934 to June 1035, 3, 543, 970 400, 505 2,711,007 3. 261, 508
July 1835 to June 183 11, 061, 996 3, 265, 199 7,373,131 325,493
July 1938 to June 193 7, 801, 506 3, 006, 992 4, 244, 812 302 590
July 1937 to June 193 3, 454, 156 891, 614 2, 196, 440 Ji0, 838
July 1838 to June 103 6, B17, 226 1, 651, 696 4, 356, 446 670, 038
July 1939 to June 1940 5, 511, 501 1, 295, 916 3,417,451 73l 822
July 1940 to June 184 B, 842, 273 1, 682, 442 7,142,634 837, 626
July 1941 to June 194 18, 920, 541 1, 230, 345 18, 104, 723 20,
July 1942 to Junp 1943 47, 489, 602 419, 912 46, 754, 376 314,770
July 1943 to June 1944 52,399, 938 1, 050, 882 B0, 750, H58 540, 550
Tuly 1944 to June 542 54, 004, 501 2 197,668 | &L 019, 957 . 343 786, 483
July 1045 {0 June 194 36, 1560, 537 4, 651, 402 30, 179, BIS 111, 892 1, 201, 144
July 1448 o June 194 18, 984, 848 080, 237 12,685, 311 143, 366 2,068, 171
July 1947 {0 June 194! 19, 235, 705 4,002, 194 12,370, 516 140, 846 2, 700, 882
1947
July... 1,785, 218 668, 007 058, 927 149, 565
August... 1,134, 113 52, 823 §26, 225 235, 40
Septem 1,373,121 253, 025 920, 357 158, 863
October_ 2, 428, 391 457, 95( 1, 827, 367 133, 259
Novembe: 1, 233, 682 7, 254 20, 283 254, 309
Dacember. - . 2,127, 510 582, 406 986, 533 541, 940
1848

1, 376, 066 184, 705 1, 053, 402 128,047

1. 551, 762 264, 451 a79, 978 206, 852

2,029, 237 284, 158 1,423, 514 304, 424

1, 407, 344 306, 723 423, 264,914

1, 169, 545 275, 156 701, 125 88, 207

1,618, 797 4G, 440 1. 050, 066 145, 103

Ses footnotes at end of table.
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TaBLE 3.—Neéw securities offered for cash sale in the United States --Continued

PaRT 2—TYPE OF SECURITY
[Estimated gross proceeds In thousands of dollars] ¥

- All types of securities Bonds, debentures and noles Preferred c
referre cramon
Year and month stoek slook
Allissuers |Noneorporate| Corporate All issuers |Noncorporate| Corporate
July 1834 to Jupe 19306 .o e 3,553, 976 2, 658, 791 895, 154 3, 634,933 2,858, 791 876,142 12,161 6§, 881
July 1935 {o Jrne 1938 . 11,060, 456 6, 853,177 4, 207,810 10, 764, 721 6, 853, 177 3,012,544 188, 752 106, 524
July 1936 to June 1987 ..o 7, 601, 506 3, 896, 148 3, 105, 361 6, 772, 200 3,896, 1 2,876,154 410, 020 419, 188
July 1837 to June 1938 i 3,454,156 2, 185, 081 1, 289, 075 3, 207,377 2, 165, 081 1,042, 266 186, 029 60, 749
Fuly 1938 to June 1939, . B, 817,220 4,371,420 2, 445,601 5, 636, 832 4,371, 626 2, 265, 206 108, 850 73,745
July 193% to June 1940 . .. 5,511,591 3, 180, 673 2,322,017 5, 280, 49% 3, 188, 573 2,090, 928 135, 681 04, 411
July 1940 to Jume 1841 .o 9,842,273 6, B11,670 3, 030, 603 9, 604, 238 6, 811, 495 2,702,743 172,313 65, 721
July 1941 to June 1942 __ . 9, 920, 551 17, 633, 427 1, 887, 124 14, 620, 469 17, 933, 427 1,887, (42 184, 270 115, B13
July 1942 to Jume 1843 o i icmceamaees 47,480,682 | 45, 747,280 742,408 | 47,427,238 | 46,747,286 679, 952 33, 311 20, 144
July 1943 to Jume 1844 el 52,399, Gil, 665, 688 1, 734, 349 51, 900, 302 40, 665, 588 I, 324, 325, 670 23, 876
49, 767, 097 4, 237,403 53, 419, 331 49, 767, 097 3,652, 234 370, 174 214, 985
, 824, 006 7,334, 628 34, 203, 542 824, 6, 878, 632 1, 181,463 774,532
12, 634, 337 6, 362, 511 17, 413, 403 12, 634, 337 4,778, 065 885, 644 607, 800
12, 145, 765 7, 080, 061 17, 705, 086 12, 145, 795 , 550, 686, 758 843, 049
1,176, 095 600, 123 1,697,973 1, 176, 095 421,878 110, 670 6, 575
802, 306 331, BO7 1, 107, 084 802, 306 30, 7718 16, 916 10,113
915, 261 457, 850 1, 280, 179 815, 261 354, 918 55, 670 27,272
1,782, 026 636, 366 2,217, 805 1, 792, 026 425, 869 60, 559 149, 936
601, BO7 541, BTG 1, 083, 907 91, 807 352, 101 30, 738 119, 037
957, 034 1,170, 485 1, 148, 207 957, 034 1, 73, 297 108, 925
1,020, 693 346, 373 1,323, 803 1, 029, 693 264, 110 23, 42 28,321
938, 856 612, 906 1,332,216 838, 856 368, 361 49, 377 170, 162
1,341,105 648, 132 1,983,323 1, 341, 108 42,218 25,172 20, 741
71, 228 636, 107 1,207, 468 71, 238 526, 230 51,480 58, 307
, 453 5, 92 1,074,152 453 309, 700 €9, 093 26, 300
0635, #21 4§53, 876 1, 458, 783 9885, 921 . 492, 868 110, 845 50, 163

Bae footnotes at end of table.
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TapLe 3.—New securities offered for cash sale in the United States'—Continued

Tart 3.—TYPE OF ISSUER
[Estimated gross proceeds In thausands of dellars] 3

Corporate T s Noncorporata
United |.
. ‘GStnteS Fedural

Year and month avern- eaura . .. | Elecmosy-

Totaleorpo-| 1qpcrrig) | Fublie Rail | weg o | Total non- | TERCHA" | GEMOY ) Statoand | UNRER | nary and
rate utiity clal. corporate ageney not guar- municipal ment, Oth'i‘;,f'ffm'.

issues anteed) proflt

. | Euaran-
teed)

July 1934 toJune 935 ... 8095, 184 328,948 377, 805 137, 44 51,228 | 2,658 791 | 1,572 410 60, 10¢ | 1,020.326 4,878 968
July 1935 to June 1936. . .| 4.207.819 1,340,552 { 2,008,143 59, 457 108, 268 | 6,853,177 B, 354, 660 94, 827 1, 248, 675 130, 538 24,477
July 1936 to June 1937.. _| 3.705, 301 1, 203, 865 1,637,526 501, 936 362,034 | 3,896,145 2,580,372 25, 446 1,060, 212 163, 235 87,877
July 1937 to June 1938 . -] 1,288,015 £59, 730 577, 281 41,428 10,636 | 2,165,081 1, 206, 754 81, 670 863, 794 3, 250 9,613
July 1938 to June 1939_._____. -1 2,445,601 954,950 | 1,365, 540 108, 351 18,750 | 4,371,626 | 2.904,127 63, 269 1,322,048 66, 797 15,385
July 1938 {0 June 1940._____ | 2322.m7 601,009 | 1,108,325 207, 935 224,718 | 3,189,574 | 2 140,357 47, 268 852, 491 27,939 2,527
July 1940 to June 1941 .. __. .| 3. 930.603 1,047,929 | 1.530,509 375,026 77,139 6,811,670 | 5,411, 505 73, 742 1,205, 248 4,120 27,065
July 1941 to June 1942 _____ o] 1987124 779,472 077, 422 174,202 56,020 | 17,933,427 | 17,209, 070 35,172 679,860 ... 9,324
July 1942 to June 1843 ______. - 742, 406 201, 823 331, 753 106, 205 12,566 | 46, 747, 286 | 46, 193, 211 2,012 457, 408 89, 700 4,058
July 1943 to June 1944 _____ . 1,734,340 854. 064 {57, 746 163,404 59,136 | 50,445, 538 | 50, 141, 375 L. 185 496, 970 19, 398 6, 861
July 1844 to June 1845_____. o 4,937,402 1, 200, 521 1, 724, 396 1,191,006 | . 121,480 | 49,767,097 | 48, 856, 289 114, 463 778, 188 15, 000 2,648
July 1945 to June 1946_. ... ..o 7,334,628 | 3,067,101 | 2,612,257 | 1.350.538 208,686 | 28, 824, 809 | 27, 257,610 608, 424 $28. 211 30, 213 452
July 1946 to June 1947___._. _| 6,382,511 4,195,453 | 2,509, 459 273, T34 323, 864 | 12,834, 347 | 10, 264, 412 139, 825 1,976, 844 247, 106 §,152
July 1947 toJune 1048 _______.________._. 7,080, 01 2,744,434 | 3,409, 256 448, 219 488 060 | 12,145,795 | 9,348,522 [___._.___... 2, 543, 603 5248, 300 4,370
G049, 123 259, 253 305, 727 28,398 15,745 | 1,176,005 790, 209 603
331, 807 135,727 167, 854 23, 407 4,819 802, 306 613,677 202
457, 859 B3, 305 312, 680 5270 54,608 915, 261 637, 147 110
(30, 365 272.548 |© 311, 806 35,041 16, 964 1, 742, 020 1,672,832 754
541, 876 108, 141 284, 714 37, 206 21,813 Y1, 807 488,320 |_ . 363
1, 170, 485 €01, 157 514, 738 20,330 34. 243 957, 034 854, 271 101,42 | ... 1,301

8¢1
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249, 205
410,119

23, 550
34, 506
80, 565
51,520
24,473

1,029,683
938, 836
1, 341, 105
771,238
764, 453
855, 921
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TABLE 3.—New securities offered for cash sale in the United States—Continued

PaART 4 —FPRIVATE PLACEMENTS OF CORPORATE SECURITIERY

[Estimated gross proceeds in thonaands of dollars] ?

Type of security Type of fssuer ¥
All private
Yearand month placements | Bonds, deben- ) . Real estate
tur;;g% :;ni Btocks Industrial Puyblic utility Railroad and finaneial

July 1834 to June 1035 _ .o e ecmmaoas 261, 508 259, 459 2, 050 158, 469 77,700 26, 340
July 1936 o June 1986, _ .o e 412, 162 408, 2684 2, 880 165, 324 2135, 530 11, 500
July 1836 to June 1837 e. 326, 526 321,961 3, b4 121,638 15, 906 38, 605
July 1037 to Jume 1008 .. e oeeeeee 357, 769 357,188 601 228, 608 123,343 500
July 1938 to June 1989 _ . 748, 435 748,036 309 360, 771 364,232 | W42 .
July 1839 t0 June 1940, i aiaimaieea- 756, 643 747,715 8,027 138, 703 418, 614 189, 734
July 1940 to June 1941 __ . 891, 392 989, 094 2,208 361, 000 663, 160 43,000
July 1841 to June 1842, ... 531, 468 523,188 8,10 2z 472 221,017 31,984
July 12 to June 1043 _ e 314, 770 312,720 2,050 144, 537 152, W31 18,000 | ..
Juiy 1843 to June 1044 __ el 592, 485 585, 270 7,215 347, 621 162, 660 4,325
July 1844 o June 1948 . L. eoo oo eeeeeeees 832, 479 822,610 10, 368 437, 466 345, 154 15, 936
July 1846 to June 1946 ... oo 1,212, 214 1,172, 424 39,790 803, 387 300,976 56,309
July 1846 to June 1047 __ e .. 2, 075, 955 2,011, 36 84, 018 1, 668, 822 256, 708 216, 499
July 1947 to June 1948 . e 2,713,710 2, 613, 448 100, 263 1,720,434 862, 18 330, 260
Ty L 148, 833 140,733 9,100 113, 001
August. .. 241,980 HIL, 700 250 90, 272
September. _ 168, 863 143,763 165, 100 62, 437
October. . 133, 250 124, 718 6, 840 107, 685
November 2565, 308 248, 500 8, 500 114, 252
Decamber .. B4L, M8 520, 735 12, 213 501, 088
Tanuary. . 128, 047 117, 387 10, 860 66, 850
Fabruary 206, 852 205, 852 1,000 262,842
Maorch ... 308, 424 308, 924 BOO 03, 280
April. 264, 9i4 264,904 | .. 198, BOD

ay 88, 207 87,207 1,000 57,964
1 T 145, 103 108, 703 36, 400 51,053

0F1
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L The ¢ata in these tables cover substantially all new lssites of securities cffered for cash
sale in the United States ln amounts over $100,600 and with terms to maturity of more
than 1 year. The figures represent offerings, not actual sales. However, the preportion of
tho totnl remaining unsold is believed tobe (}uita winor, and is composed chiefly of non-
underwritten issues of small companies, Included in the coverage are issues privately
placed as well as issues publicly offered, and unregistered issues as well a3 those reglstered
under the Securities Aet of 1033. Exeluded are: Intercorporate transactions; United
States Government “‘special series” issues, and other sales directly to Federal agencies
and trost accounts; notes issued exclusively to commercial banks, and corporate issues
50kl throngh centinuous offering, such as issues of open-end Investment eompanies.
The chiel sources of data are the inancial press and documents flled with the Commission,

. Data for offerings of 8tate and munieipal securities are from totals published by The
Commereial and Financial Chroniele; unlike the other data in tabls 1, these represent
principal amounts instead of gross proceeds.  All figures are subject to revision as new
data are received.

7 {iress proceeds are derived by multi}:ﬂylng principal amounts or numbers of units
bE offering prices, except for municlpal issues whers printipal nmouni is used. Slight
d ag]i:mnc es between the sum of figures in the tables and the totals shown sre due to
rounding.

3 Issues sold by competitive bidding directly to nltimale investors are classified ag
publicly offered issues.

4 Issues axempt because of type of 1ssue or issuer include offerings of Federal, State, and
local governments, banks, issuers subject to regulation by the Interstate Commerce
Commission, and eleemosynary and other nonprofit Institutions.

& Issues in this group include those between $100,000 and $300,000 in size whith are
exempt becguse of smendment to regulation A of the Securities Act of 1933, effective May

' 3
¢ Securities for which registration under the Securities Act of 1633 would be required
If they were publicly offered. .

? The classification by type of isseer of the offerings of corporate securitles in this tabla
is less detailed than that of Securities Act registration in part 3 of tablo 1. In compari
the two distributions the following peints should be noted: (1) The “public utility
classification in this table embraces both the “heat, light, power, and water” and the
“transportation and communication” categories of the other with the prlnclgal excention
of air lines, which have been included in the “industrial’” classification of table 3; {Z) the
“real estate and financial’” calegory in this table Includes offerings of securities of the
tgpe of issuer represented in the “financial investment" classification of table 1 except
that it does not include issues offered on a contlnuous basis by open-end investment
companies; (3} the “industrial” classifieation in table 3 includes the type of issuer repra-
sented in the “extractive,’” “manufacturing,” ‘‘merchandlsing,” and "“other’ classifica-
tigns of table 1 exeept foreign governments (see footnote 5 to table 1).

¥ Bonds of the Internationa] Bank for Reconstruction and Development, excluding
$700,000 sold directly to Canadian Pu.rchasers.

¥ Exeludes issues spld by competltive bidding directly to nltimate investors.
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Tasre 4.—Proposed uses of nel proceeds from the sale of new corporale securities offered for cash sale in the United States
PART 1,—ALL CORPORATE

[Amounts in thousands of dollars] 1

New money Retirernents
Total gross | Tatal net
Yesr and month
proceeds? | proveeds Tatal new | Plant and ; Working | Totalre- Funded Other debt Preferred | Al other
maney |equipment| capilal tiremcnts debt stock purposes
July 1934 to June 1985 - oo iaciecean 805, 154 872, 204 112,067 £5, 796 56, 272 738, 958 628, 633 99, 661 465 31,178
July 1935 to June 1936 ... G .| 4,207,819 | 4,080,791 419,055 260, 586 158, 469 3,637,122 | 3,167,120 253,312 218, 681 24,613
July 1936 to June 1937 ... __.._._. - 3,705 361 , 589,334 | 1,195,768 51, 909 633,869 | 2,332,519 1,986,784 91, 786 253, 049 61,047
July 1937 to June 1938 ... -| 1.289,0 1, 255, 763 654}, 750 412,191 248, 559 08, 453,021 129, 247 17,452 4§, 204
July 1938 (o June 1939-....__.____. .| 2,445601 | 2,301,738 537,503 370,360 208,133 | 1.790,275 | 1,489,212 174, 461 126, 602 13,161
July 1930 to June 1940 ... .__ 21 2,322,017 | 2,267,785 202,377 184,099 108,278 | 1,948,865 [ 1,695,787 182, 657 70,4 26, §43
July 1940 to June 1941 ... .| 3,030,603 | 2, 970,489 782, 268 16, 578 165,691 | 2,167,477 | 1,023,831 00, 685 143, 961 20,753
July 1941 $o June 1842______. .| 1,987,124 | 1,954,957 862, 499 689, 342 273,167 | 1,001,176 800, 818 206, 536 53,524 31, 283
July 1942 to June 1843 . ____ - 742, 406 728, 304 242,444 123, 906 1%, 538 459, 101 397,737 , 832 34, 532 26, 750
July 1943 to June 1944, __. o] 1,734,348 | 1,689,741 458, 820 229,000 220,611 | 1,200.933 015, 837 97,368 187,728 40, 188
July 1944 toJnoe 1945. . ___ | 4,237,403 | 4,160,331 769,837 285, 294 464, 542 | 3,362,344 | 2,965,618 51,362 334,364 48, 150
July 1945 to June 1946 ______ .| 7,334,628 ; 7,180,841 1,617,185 1,038,956 578,228 5,309,850 | 4, 426, 705 240,354 632, 892 253, 106
July 1946 to June 1947 .____. .| 6.862,511 ¢ 0,254,136 | 4,065 938 | 2,600,152 | 1,465,787 | 2,054,850 | 1,208,770 454, 186 301, 884 133,348
July F947 to June 18 i iieicmcemmaan 7,010,001 | 6,960,917 | 5,637,708 | 4,269,442 | 1,368,326 1,129, 587 662, 7117 379, 216 87,653 193, 562
‘.
R |

6500, 123 598, 207 443, 026 300, 759, 82, 267 132,400 108,836 2), 383 10,080 20,772

331, 807 327,997 183, 014 142,904 40,020 130, 679 106, 803 21,076 2, 800 14, 284

457, 850 449,574 257,002 187,963 70,029 166, 599 + 147,384 11,577 7.628 24, DE3

536, 365 627,135 548, 942 304, 687 154, 285 53, 846 16,724 17,876 18,040 24, 548

541, 876 528, 235 425, 472 364, 232 71,241 5, 778 68, 903 19, 459 7,417 6, 984

1,170,485 | 1,155,346 | 1,025,993 904, 790 121, 262 6, 805 51,141 43, 437 2,227 32,548

344,373 340,337 204,323 183,058 101, 265 31,716 6,187 25,528 1. _oeeoaoas 14,208

612, 006 L O 545, 520 308, 694 236,826 47,325 13,536 21, 545 12,144 1,175

648,132 679, 285 660,070 342,778 217,292 113,681 | . 82,867 30,010 75 5, 584

636, 107 625, 183 434, 430 334,098 100, 332 160, 283 62, 438 103,844 | ... 25,270

405, 092 305, 203 356,378 206, 714 59, 664 20,972 1. 160 19,812 17,843

653, B76 641,525 562, 608 448,676 113, 933 73, 744 3,628 44, 659 5,173

Sec footnotes at end of table,
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PART 2-INDUSTRIAL

[Amounts in thousands ¢f dollars] !

New money Retirements
Total gross | Total net
Year and month i
procoeds? | proeeeds? | o) new | Plant and | Working | ‘Totalre- | Funded Ottier dopt | Freferred | All other
money | cquipment | eapital tirements debt stock PUCposes
July 1934 to June 1936 . 328, M5 321, 656 49,000 18, 500 30, 400 241, 652 238, 139 11,847 6065 20, 104
July 1835 to June 1936. 1, 340, 552 { 1,295,398 191, 242 96, 764 94,478 | 1,002, 997 809, 426 151, 178 132, 392 11,152
July 1936 to June 1937__ 1, 203, 865 { -1, 150,608 602, 828 218, 594 362, 833 507, 499 334, 333 87,772 115,394 40, 282
July 1437 to June 1938_ . 659, 730 642,079 461, 609 268, 473 193,136 177, 228 114, 241 45,993 16, 983 3,243
July 1838 {o June 1939__ 954, 950 933,170 444, 029 253, 524 190, 505 478, 368 328, 521 126, 832 22, 566 19, 7713
July 1939 to June 1940 . 691, 039 3 118, 932 80, 408 68, 624 532, 202 455, 255 44, 208 32,745 14, 929
July 1840 to June 1841_. 1,047,020 | 021,150 184, 436 98, 553 85, 833 822, 631 476, 337 60, 85, 086 14,982
July 1941 {0 June 1942_. 779, 472 62, 093 401, 351 157,220 244, 135 337, 52l 130, £70 164, 111 43, 240 23, 217
July 1942 to June 1943 201, 823 284,453 127, 42 22, 669 104, 774 139, 758 31, 792 20, 087 27, 899 17, 253
July 1843 to June 1944 __ 834, 064 £33, 147 358,017 157, 769 200, 308 448, 887 , 835 84, 081 139, (62 28, 283
July 1044 to June 1945 _ 1,200, 521" | 1,147, 725 534, 361 159, 734 374, 628 614, 337 432, 760 40, 021 137, 555 23, 027
July 1845 to June 1946. . 3,087, 11 2, 970, 324 1, 305, 403 859, 797 445, 608 1,525, 263 0B, 848 174, 081 36l, 323 139, 568
July 1846 to June 1947 2,189, 777 1,002, 851 1, 096, 927 , 248 304, 053 328, 407 119, 698 97, 850
July 147 to June 148 , 088,991 | 1,138,391 950, 602 532, T70 186, 397,332 38,811 £9, 093
190,123 113, 209 76, 914 56, 792 30, 741 17,978 8, 072 4, 308
102, 358 68, 948 33, 411 21,077 13,214 7, 766 1 8,811
September. 56, 4012 28, 147 28,315 22,403 4,227 11,190 6, 987 3, 698
October. . .. 228,429 90, 446 147,983 40, 250 6, 601 17,432 16, 217 1,085
November. 127,227 85, 733 41,494 63, 818 38,029 19,1711 5,739 1,783
Trecember__ . iiiiiieiiioa 497, 044 390, 327 106, 718 82,079 41, 619 39, 616 g44 13, 742
70, 268 23, 960 46, 209 23,925 ... 1,116
390, 098 167, 330 222,759 34, 531 13,636 510
82,870 21,190 61:680 39, 508 12,216 521
i3, 867 . 68,610 - B5, 258 100, 645 24 285 5,750
f 129, 221 4, 129 56, 192 19,000 1,160 12, 803
96, 797 43,021 70,023 18, 344 53, 679 19,822 | ... 3, 676

Sec footnotes at end of table, ‘
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Tanre 4,—Proposed uses of net proceeds from the sale of new corporate securities offered for cash sale in the Uniled States—Continyged
Pant 3.—PUBLIC UTILITY
[Amounts in thousands of dollarsl !

New money Retirements
Total gross | Total net
Year and month
proceeds * | proceeds ? | myio) now | Plant and | Working | Totalre- | Funded Other | Preferred | All other
money |equipment| eapital tirements debt dobg stock purposes
July 1934 to Jane 1935 . oo 377, 605 366, 63 19,351 4, 873 5, 678 348, 480 318, 37 3,052 |aoie- 7,792
July 1935 bo June 1988 . oo 2,008,143 | 1,855, 387 , 863 43, 300 20,563 | 1,888,828 | 1,786,065 Nl 68, 604 2, 697
July 1936 to Jume 1837 . ] 1, 637, 526 l 595 73, 207 64, 423 8,284 | 1,508,983 | 1,388 098 12, 342 108, 543 13, 476
July 1937 to June 1038 _ ___________ 577, 281 563, B! 151, 898 114, 885 37,013 410, 704 327,027 83,219 1,292
July 1938 to June 3939 . . aeeaaoaao] 1,365,540 | L, 33?, 128 , 882 7,017 9,864 | 1,249,107 | 1,105 117 47, 579 18, 411 1,138
July 1930 to June 1840 _ . oo 1,108,325 | 1,086, 454 85, 275 64, 556 10,718 | 1,012,482 G389, 338 35,738 a7, 407 8, 697
July 19040 to Jone 1841 _ . .. ... 1,530,609 | 1,504, B3R 308, 804 280,971 265,834 | 1,194,020 | 1,129,616 13, 390 51,122 3, 895
July ¥4l toJunme 1042 . s 065, 212 307, 830 305,421 2,408 655, 354 609, 34, 066 10, 583 3,028
July 1942 to Juna 1843 _ .. 331, 753 326, 315 67,9345 61,608 6,027 249, 403 236 095 6, T65 633 B, BRE
July 143 toJune 1944 .. . . ol 857, 746 846, 761 17,808 7, 160 10, 738 619, 136 561, 768 10, B62 48, 505 0,727
July 1944 to June 1945 .o 1,724,396 | 1,497,841 49 113 36, 522 12, 561 1,830,274 | 1,434,820 6, 546 188, 908 18, 454
July 1945 to June 1848 .. ... 2,612,257 | 2,678,384 70, 683 9,954 | 2,429,140 | 2,164,629 41, 898 222,614 68, 607
Jul¥ 1946 to June 1947 _ e aann 2,660,450 | 2,537,000 | 1, 477, 060 | 1,204,210 182,850 | 1,036, 688 822, 188 42, 989 172, 208 23, 253
July 1947 to June Y948 _ oo 3,409,256 | 3, 353 862 | 2,808,302 | 2, 764,005 42, 297 490, 228 , , 020 46, 944 51,335
305,727 301, 261 225, 440 225,440 | oo 75,328 71,103 2 415 1,811 483
167, 854 166, 704 54 072 80, 730 3,342 108, 228 63,214 12,312 2,702 4,404
312, 680 308, 531 159,424 156, 104 3,320 136, 174 136,174 || 12,834
311, 806 306, 866 282, 409 273, 159 @, 250 8,071 6, 118 122 2,820 16, 386
714 297, 752 , 006 231, 148 14, B59 30, 836 20,974 60 852 AR50
514, 755 509, TH1 408 128 492,828 5,300 11, 265 6§, 366 3,616 1,283 318
167, 159 184, 479 148,830 148, 548 282 6, 244 6, 187 9, 408
121,146 118, 530 05, 965 104, 263 1,702 12,050 |-cccoooo..- 568
324, 571 318, 539 281, 274 278, h42 2,731 36, 440 33, 600 1,817
, 460 264, 523 233,165 232, 700 465 31,331 JRA!H) 28
219, 265 215, 589 208, 657 208,148 509 1,851 | .. __.__ 5, 080
410,119 , 327 362,923 362, 386 Bar 40, 351 3,628 54

Sop footnotes af end of table,
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PART 4,—RAILROAD

[Amounts in thousands of dollars] !

. " New moncy "Retirements
Total gross| Total net -
Year and month
proceeds? | proceeds? } pogo) now | Plant and | Working | Totalre- | Funded Other | Preferred | All other
money | equipment | capital tirements debt debt stock purposes
July 1934 4o June 1085, . imeiiaoes 137, 404 133,871 31, 540 31,323 217 101, 186 63, 429 37, 758
July 1935 to June 1636 . 559, 887 637, 588 122,603 120, 522 2, 080 514,986 452,073 62,913
July 1936 to June 1937 &01, 036 489, 861 2055, 753 256, 654 9,099 224,108 203, 891 18, 480
July 1837 to June 1938. 41,428 40,815 29,328 Mo | 11,4871 11,487 |-
July 1938 to June 1939. 106, 861 104, 352 48,18 8,78 | ..
July 1939 to June 1940. _ 297,935 293, 481 80, 585
July 1840 to June 1941.__ 378, 026 348, 981 236, 711
July 1941 to June 1942 . 174, 202 171,726 124, 699
July 1942 to June 1043 . 108, 265 1085, 187 39, 330
July 1943 to June 1944_ _ 163, 404 162,007 64, 020
July 1944 to June 1845__ 1,101,008 | 1,175 776 18, 240
July 1946 to June 1046_ . 1,356, 538 | 1, 340, 570 08, 541 98
July 1946 to June 1847_ . 273, 734 271,056 204, 962 202, 163
July 1947 to June 1848 __ ... 448, 219 433, (22 362, 542 359, a1l
Ty e 28, 398 2%, 085 22, 100" 22,100 [.oooooeeoo
Auvgust_____ 23, 407 23,316 23, 316G 23,3816 |-
September._ 5, 270 523 3,712 3,72 |
CtODet . e 35,041 34, 610 30, 607 80, 607 |-
November. . 206 16, 781 36, 781 36, 781 |_
December 20, 330 20,123 20,123 , 123 R pu H
AT - e e 23, 5590 23 321 23, 321
February 24, 506 34, 24 34, 204
March. . \, 565 79, 539 , 487
April__ .. 1, 520 51,101 32,478
B o e e 24,473 24,136 24,136 -
JUne. e ieceamaaa , B4 , 293 69, 429

13, 86

Bea foofnotes at end of table,
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TasLE 4.—Proposed #se3d of net proceeds from the sale of neto corporete sccurities offered for cash sule in the United States—Continued

Parr 5—REAY: EETATE AND FINANCIAL

[Amounts in thonsands of dollass]

Now money Retirements
Total gross | Total net
Year and month
N - proceeds ? | proceeds ? | pyiai now | Plangand | Warking | Totalre- | Funded Other deht | Froferred [ Al ather
- money {equipment| capital tlrements debt stock PUrposes
July 1934 to June 1985 - . - 51,228 50,046 20,276 300 19,976 27,632 9, 528 18,104 .o 2,137
July 1935 to June 1936 .- .-._.. b —————— 109, 268 192, 418 41,348 | ____ 41,348 144, 313 118, 655 6,052 135, 605 10, 758
July 1936 to June 1937 e ammes 362, 934 353,189 53, 881 338 253, 643 05, 928 ), 462 5,161 26, 275 ' 7,280
July 1937 to June 1938 - ... oo 10, 636 B, 976 7.01G i1 7,910 301 266 -1 (R —— 759
July 1938 to June 1939 . .. . . ieeeoos 18, 758 17,090 7,813 50 7, 763 7 3 P P A, 7,226 3,051
July 1938 to June 1940 .. _=___________ emmmmmmmaaan 24,718 221, 7187 27,0685 |- 27, 685 191, 284 88, 511 102, 504 269 2,917
July 1940 to June 1941 ... 77,139 4, 540 ; 53,974 18. H37 7,036 , 548 3, 8563 2,356
July 1941 to June 1942 - i. 58, 029 54, 927 26, 814 23,274 15, B1§ T,488 |l 5,037
July 1942 to June 1943 . ... 12, 585 12, 349 7,137 3,992 992 | e 619
July 1943 toJune 1944 ... ________ 59, 136 &7, 626 18, 563 36, B84 32, 306 2,415 . 2,162 2,178
July 1944 to June 1945 4 121,480 118, 986 77,324 34,107 21, 502 4,704 7,901 6,670
July 1845 to June 1946 , 686 201, 555 122, 579 113, 611 41, 981 23,153 48, 336 |- 45, 532
July 1946 1o June 1647 323, 864 318, 094 184,011 112,819 | , 20,624 82, 208 8, 838 12,146
Jfuly 1947 to'Tune 1948 488, 000 478, 578 372,259 22,493 14, 603 5,002 1,869 77,151
Ty oo e 16, 7456 15,349 3, 354 289 o1 |- 188 9, 708
AUFUSE e e 4,819 47 s 267 1,373 75 L P 69
September.. ool O &4, 605 53, 266 38, 385 6, 520 5, 482 387 441 8,351
Qcetober 16, 069 15, 95 7,022 322 ... i (R —— 8,077
21,815 20, 865 14,888 1,064 |<mooeoimaaas 228 826 4,343
34,243 32,847 9,185 3, 462 3,156 E 3 18, 487
67,425 57,227 51,904 391 51, 513 3,710
16,434 16,098 15,253 2,888 12,365 99
157,448 166, 909 153, 438 568 152, B8L 3,247
41,876 41,097 14,072 363 14, 609 18, 483
3, 696 3, 544 3, 364 301 3,063 ]
63,015 61, B84 3 516 59, 717 1,443

L Slight discrepancles batween tha sun of figares in the tables and tha totals shoWn are

due to rounding.

! Tofnl estimated gross proceeds represent the amouni pald-for the securities by In-
vestors, whila totol estimaied net proceeds represent the amount received by ihe issuer
after payment of compensation to distributors and other costs of flotation,

gt
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TaBLE 5.—Brokers and dealers regisiered under sec. 15 of the Securilies Erchange Acl of 1934 '—effective registrations as of June 30, 1948,
classified by type of organizalion and by location of principul office

ropriciers, partoers

Number of reglstrants Number Oxfrgcers, ate.? Number of employees Number of branch offices
Loeation of principal office Sole Sole Sole Sole
;| Part- - | Part- Part- . | Part-
propri- 7 | Corpo- propri- 7 | Carpo- propri- . | Carpo- propri- . | Corpo-
Total | “eior. | DeT- |agionss| TO! |Ceror- | DL ragionss Total | etor. ghips |Pations? Totat | Zoror. ships |Fations®
ships 8 ships P! ships ships
Alsbama______ . ... R 23 | 9 ] 8 43 1] 17 20 7 18
Arizona ! - 10 13 3 1 19 6 o ' 4 .30 13
Arkansas 16 7 3 Li] 38 7 .7 24 36 )
California 229 82 83 64 774 7 330 362 | 3,220 222
Colorado 63 31 10 22 164 31 26 107 243 28
Connsecticut 51 20 18 15 161 20 55 86 642 45
Delawpre____ ... [, 10 3 2 3 46 3 26 17 264 3
District of Celumbia_ .. _______. 56 18 13 25 229 18 55 155 612 2
Flordda . ... ... 27 14 5 § 63 14 15 34 128 30
Georgin_ ___.. 28 8 ] 14 ol 8 17 88 a 8
aho. _____.. 6 3 1 2 14 3 2 ] 26 3
Illinols__.._._ 249 a7 83 o] Q56 67 u7 542 | 4,016 108
Indiana___. 57 25 10 22 149 25 2 101 109 14 19 | N PR mmmeea
Jowa.__.._ 32 11 6 15 o] 11 16 72 169
Kansas_ . a7 19 4 14 17 19 8 90 154
Kentucky . 14 & b G 48 b 19 24 105
Lonisinna._ _ fil 38 17 Li] 119 38 52 20 230
Maine. _____ 32 15 2 15 77 15 ] 56 105
Muoryland.___ 4 18 16 G 127 18 30 20 /O7
Massguchusetta.. 234 108 43 78 810 108 240 462 3, 684
Michigan... _ 64 7 28 st} 240 7 195 137 623
Minnesota_ - 55 13 ] 33 219 13 7 179 | 2,772
Mississippi. - 9 5 3 1 14 5 & 3 23
Missouri. __ - 90 18 an 42 419 18 148 2683 | 1,255
Montana. . - 5 2 1 b4 11 2 2 bl 4
Nebraska, - 29 9 .3 17 80 9 G ] 210
Nevada__..__ . 7 ] | I ) i 2] - b
New Hampshire. R 12 8 1 - 3 22 8 3 11 23
New Jersey._... . 105 60 20 25 220 60 52 114 208
New Mexico 9 [}] 2 1 13 1} 4 3 10
221 159 26 38 380 158 75 146 570
31 13 4 14 110 12 -] 89 203
4 -3 PO 2 12 b 10 6
153 38 46 69 524 38 181 305 | 1,318
52 43 3 6 78 43 [5) 26 86

See footnotes at end of table,
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TABLE 5.—Brokers and dealers registered under see, 15 of the Securilies Exchange Aet of 1934 '—effective registrations as of June 30, 1948,
classified by type of erganizetion and by location of principal office—Continued

Number of proprietors, partners

Number of reglstrants officers, ete.? Number of employees Number of branch oflices
Location of principal office
Total p?oo;!)gi- P%’:’ Corper | ol pf(;g?i— 1;‘:‘:’ Carno- | moral prs(:)rll?i- “;':,ﬁ' Corpo- | a1 pf{%?i- Port- | oppe-
etor- | O [rationsd etor- | ST [rations? etor- | SO lrationss - © ebor- 'ﬁ?b rutfons?
ships | 0P8 ships ps ships P ships | SHIPS

8]0 01 SR, 27 10 7 10 €9 10 16 43 134 34 48
Pennsylvania._ 228 78 7 &3 20 i) 393 249 | 2,049 143 | 2,100
Rhode Island._.. 29 12 11 6 62 12 29 21 128 11 104
South Carolinn. 27 12 b 10 ] 12 20 37 73 18 20
Bouth Dakota. 3 - R 1 & - T 3 b I E,
Tennessee 37 1 8 18 129 11 23 85 246 8 73
Texas. .. 160 96 28 36 267 96 5 106 480 80 137
Ttah_ ___ 22 10 B 7 64 10 20 34 204 14 178
Vermont - 2 IR P 2 1) N IO I 1 N PO, SN,
Virginia_. 24 8 ] 7 6 8 37 31 157 17 €62
Washington_ B2 46 7 29 211 48 25 144 4686 61 57
‘West Virginin. 10 6 3 1 25 6 1 & 70 i) 18
‘Wisconsin 52 16 5 a 196 16 22 157 348 22 84
Wyoming . [ [ 3 — [P & I 1N [ I 3 [ Y
Total (excluding New York Clty).. 2,850 | 1,208 701 922 | 8,824 | L 208 | 2,643 | 4,673 | 27,344 | 1.81D | 13,085
Now York City.._. 78 618 213 | 4,486 378 3 1,143 | 30,267 4 265, 692

Total. ... 1,686 1 1,38 . L1356 | 13,010 | 1,586 | 5,608 | 5816 | 67,011 2,253 | 38,777 | 16, 581 1,879 40| 1,236 603

1 Domestic registrants only, excludes 38 foreign
% Inciudes directors, officers, trustees, and all other perscns occupying similar status or

parformlng gimilar functions.

¥ Includes all forms of organizations other than sole proprietorships and partnerships.,

8¥1
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FOURTEENTE ANNUAL REPORT 149

TasLE 6.—Data relating lo resources and liabilities of registered brokerz and
dealers, 1946 and 1947* -

[3,284 registrants]
146 1047
Net capital.. .. §034, 594, 847 | 3802, 942, 042
(No value .
into cash, Marketable securitiesincluded at their market value.)
Aggregate indebtedness. ... . . 2,487,523,472 | 2,077,287, 708
{This does not include borrowings on exempt securitics such o3
ment bonds and municipals.)
AGGREGATE OF PRINCIPAL ASSETS
Cashinbanks . ... 822, 402, 800 576, 912, 204
50,032,196 B8, 338, 098

Funds segregated pursuant to Commodity Exchanpe Aet requiremen
(Amtgﬁlits v)vhich firms owe customers on transactions in regulated co
modities.
Cash and exempt securities segregated 2. . o - 24,238, 958 21, 096, 628
(For particular purposes pursuant to reguirements of exchanges or
Faderal and State regulatory agencies.)
Firms’ inventory of exempt securities at market value_..
Firms’ inventory of nonexempt securities at market valu
Customers' debit balances in cash accounts__________
(Due from custometrs on cash transactions in secu
Customers’ debit balances in margin sceounts. .. _____...____... PR 754,745, 609 544), 803, 528

| mi0,342,478 | 584,942,147
768,395,807 | 609,909, B60
(| 283,060,724 | 213,396, 378

AGGREGATE OF PRINCIFAL LIARILITIES

Customers’ frea credit balances_ . _____________ o| 712,794,382 659,241, 04
{Due and paysable to customers on demand,
Customers’ credit balances in eash aceounts. ... ..o _aaeo . 153, 322, 360 158,125, B4
(Funds held for customers pending eompletion of securities transac-

tions.
Customers’ credit balances in accounts with open contractual comizitments.y 36,079, 761 24,020, 191
(Funds received from customers against open contractual commitments
not available for delivery.)

Customers’ ¢redit balances in margin aceotnts ..o ... 72,924, 740 98, 603, 554
Borrowed from banks on customers* securities
On exempt securities_ . 111,727,143 55, B0B, 142
On nonexem pt securities. 246,657, 286 111, 414, 515

Borrowed from hanks on firm. 978,738, 125 714, 806, 085

(Exernpt and nonexempt securities.)

1 This tahla shows the aggragate net capital and indebtedness of all registered brokers and dealers who
filed financlal reports with the Commission as of dates in 1946 and 1047, compiled according to the defini-
tlons set forth in rule X-1502-1 of the Securities Exchange Act. Thisincludes 628 members of the New
York Stock Exchange who filed reporis.

1 Includes exempt sectrities 5,073,700 In 1846 and 54,241,644 In 1947,
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SECURITIES AND EXCHANGE COMMISSION

TasLe 7.—Market value and velume of sales effected on securities exchanges for the
Jiscal year ended June 80, 1948

PazT 1,—ON ALL REGISTERED EXCHANGES

[In thonsands]
Stocks Bonds 3 Rights and warranis
Toti?lt
Exchange n‘lrg]l.ug Market Market | Prinet
pal [ Market

(dollars) | value g“ﬁnabl:; value | amount | value Nrum?fr

(dollarsy | °'S (dollars) | (dollars) | (dollars) | 9 1DIE

All registered exchanges. 13,032,441 12,800,804 | 536,740 | 096,747 | 1,356,372 | 36,000 35,323

Baltimore. 3,277 2,450 104 827 1,235 oo e
Boston__.. 176,820 176, 338
Chicago B 165 185
Chicago Stoek 202, 807 202, 282
Cincinnati_ 13,080 13, 154
Cleveland 17,612 17, 567
Detrolt._.__ 45, 064 45,084
Los Angeles 127,127 126, 584
New Qrleans 1,452 1,431
New York Cu 1,117,763 | 1,039,824
New York Stock._. 11,902,114 |10, 953, 972
Philadelphia._ 107, 386 105, §00
Pittsburgh.. 17,274 17,232
t. Louis__ 6, 88¢ 6, 886
Salt Lake_ ______._ 2,380 2,359
San Franefseo Min 72 772
San Franclsco Stock 1386, 066 184, 904
Spokane._._.__. 1,813 1,813
‘Washington_.. ... 2, 541 2, 265

Break-down of fiscal year totals by months

1,147,337

92, 803

1,059,466 | 44, 032
727,356 | 29,191
718,325 | 20,037

1,224,903 | 50,760
84,002 | 32, 004

1,173,884 | 48,730
922,97 | 39,104
774,830 | 32,278
895,906 | 38 712

1,430,602 | 61,013

1,713,482 | T3 627

1,453,052 | 58,258

85,253 | 100,385
64, 886 81,063
80,326 80,312
85,862 | 121,655
B3, 840 87,497
145,181 188, 213
98,592 | 134,381
80, 126 , 508
67, 054 95, 180
87,151 | 132, 534
7 116, 745

2,618 1,813
661 471
3, 562 2,612
5,441 4,067
. 629 5273
4, 587 .42
663 29
2,636 2,058
1,319 2,735
1,002 2,046
3,084 3, 502
2,898 4,405

See footnotes at end of table.
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TapLe T.—Markel value and volume of sales effceted on securities exchanges for
the fiscal year ended June 30, 1948—Continued

Part 2—ON ALL EXEMPTED EXCHANGES

[In thousands]
Total Stocks 1 Ronds ? Rights and warrants
otal _
market
Exchange valua Market | yumper | Market | Prineipal | Market | or 00
{dollars) value of shares value amount value of umits
{dollars) 8 (dollarg) | (dollava) | {dollars}
All sxempted exchanges.__.. 9,899 9,72 786 175 ) Iz T T I
Colorade Springs............ 515 515 27
Honolulu_______... 8, 004 5,828 415
M inneapolis-8t. Paul 2,624 2, 5% 139
Richmond...._.... 401 491 7
Wheeling. ... o 365 385 g
Break-down of fiseal year totals by months
1947
iy 726 711 53 13 I 1. 75 (A S,
August__. 79 779 51 0 R
September, 725 78 50 7 -
October.___ 1,001 999 a3 2 -
November_ 768 768 95 0 -
December. 292 @1 109 ) I [ N (SO S,
915 817 58 08
§98 885 83 3
o= oE .
1
766 766 5 0
28 byad 52 0

1 ““Stocks’’ includes voting trust certificates, American depositar& receipts, and certificates of deposit for

oeks.
1 “Bonds" Inelndes mortgage eertificates and certificates of deposit for bonds,

Nore.—Value and volume of sales effected on registered securltics exchanges are reported in connection
with fees paid under sec, 31 of the Securlties Exchange Act of 1834. For most exchanges the figures represent

transactions cleared during the calendar month, Fi
tistical Bulletin due to revision of data by exchanges.

gures may differ from comparable fighres in the Sta-



TABLE 8.—Round-lot slock iransactions effected on the New York Stock Exchange for the accounts of membere and nonmembers, weelly,
June 80, 1847-June 26, 18481

[thousands of shares]

Round-iot transactions for the accounts of members 3

Round-lot {ransactions

All l&ugtsd-lot Transactions of spe- | Transactions for the for the accounts of
cinlists in stocks odd-lot accounts of | Qther transactions inl- | Other transactions ini- nonmembers
which they are reg- odd-lot dealers and tioted on the floor tiated off tho floer
Weck ended Baturday istered specialists
P Bales P Bales P Bales - Sales P Balea
ur- ur- ur- ur- ur-
Total | Bhort 1| o qe chages | - chasos chases chases
Total | Short 1 Total | Bhort & Total | Bhort ¢ Total | Short 4 Total | Short 2
158 473 485 76 172 a5 104 6 213 189 17 | 3,456 | 2,485 59
271 680 711 154 231 170 182 27 264 282 26 | 6,09 | 5033 64
263 710 700 160 241 159 167 28 228 251 20 | 4,952 | 4,058 55
195 581 678 106 224 139 121 11 211 261 24 4,578 4, 562 58
228 863 £32 100 223 164 158 12 185 208 17| 4,301 | 4,388 9
1380 367 304 5 171 76 108 11 111 166 24 | 3,072 | 2,972 70
178 468 76 80 184 154 77 2 160 150 22 1 2,801 | 3,132 68
127 307 336 68 166 67 81 7 109 156 23| 2,682 | 2,512 29
118 350 326 &6 m 63 83 7 108 151 12 | 2,520 | 2,617 43
112 345 350 ] 151 59 T4 8 91 134 1 2,373 , 338 36
146 443 434 76 194 95 101 10 136 14 18 3,014 3, 082 42
159 477 472 ki 210 109 108 8 203 212 23 | 3,438 | 3,405 51
108 406 408 81 177 77 148 8 113 200 12| 38,192 . 060 25
169 &97 540 75 245 122 pali} B 248 34 41 | 4,870 | 4,785 45
154 b6 573 B3 246 142 174 12 224 €7 26| 4433 | 4,300 33
237 721 787 128 257 200 202 15 315 811 45 | 6,B03 | 5,74 49
320 835 854 144 266 233 268 83 303 373 61| 6,558 | 6423 80
264 850 628 14 200 137 177 27 192 287 30 | 4,675 4,548 94
171 359 s 64 136 89 106 14 143 188 25 3,143 | 3,11 L]
146 345 335 7 168 3 65 ] 108 170 24| 3174 | 3,138 42
179 522 513 21 131 186 18 218 262 38 | 4,380 | 4,344 44
132 353 354 062 1H 67 140 10 124 223 26| 3,558 | 3,408 35
164 535 506 a2 256 03 140 3 178 220 3l | 4,645 | 4,631 42
204 639 578 80 207 155 156 17 7 27 46 | 4,063 | 5140 52
197 774 716 102 241 166 178 15 286 278 35 | 5,825 | 6,028 45
153 538 535 81 180 108 155 23 €02 270 26| 4,84 | 4,703 23

esT
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160 ol 497

228 825 813
207 770 B12

41

eERRREER

314

138 25| 4,185 | 4,132 %
300 29| 4,182 | 4,082 7
250 2| 37| 370 51
257 2t | 4,27 | 414

253 25 | 3,796 | 3,822 5
256 23 | 4,405 | 4,362 8l
188 16| 4128 407 £3
155 25 | 3,162 | 3,181 7
141 13| 23| 2 5%
i 2| 3114 | 3264 64
170 19| 3380 | 3,441 63
264 32| 4900 4060 “
264 29 4.84d | 4 782 7L
275 2| 5607 5645 67
301 471 5,592 5602 7
322 31| 8493 | 6472 93
492 45 | 0,463 | 9,419 12
378 38 | 0,630 | 6,502 78
208 26 | 6,353 | 6,382 84
748 45 | 12,048 | 11,688 80
639 61 | 11,745 | 11, 642 90
450 48 | 7434 | T.105 6l
204 o7 | 4542 | 4,352 a7
47 63| 6451 | 6,27 56
im 28 | 6,645 6,488 46
433 42 | 6,541 | 8,385 60

! Round-lot stock transactions are transactions in the unit of trading or multipie thereof;
the unit of trading on the New York Stock Exchangs i1 100 shares in most stocks, and L0

shares for certain inactive issues,

* The terme “members’” inc]u'des all members, their irms and their parthers.
1 Round-lot short sales which are exempted from restriction by the Commission’s rules
are not included in this column, but are included io the total sales column,
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TaeLE 9.—0dd-lot stock transactions effected on the New York Stoek Exchange for the odd-lot accounts of odd-lot dealers, specialists, and customers,
weekly, June 80, 1947-June 26, 1948

Sold by customers to odd-lot dealers and specialists
Purchases by customers from odd-tot
denlers and specialists ) .
Weck ended Saturday Tolal Customers’ short sales
Number of| Nunmber ¢f |Market value] Number of | Numbor of [Market value| Number of | Number of
orders shares {dollars) orders shares {dollars) orders shares
18, 780 462, 993 20, 490, 738 18,137 504, 830 18, 992, 030 20 8,241
23,735 700, 898 28,189, 728 24, 964 707,739 25, 853, 498 310 11, 224
25,493 748, 757 29,834, 119 24, 004 708,738 25, 680, 311 274 10, 100
22, 188 £55, 359 26,914, 539 23, 348 656, 101 23, 776, 607 185 6, 507
22,410 58,778 | 26,040,288 | 22337 840,330 | 23,684, 124" 390 14,181
+, 18,034 505, 997 20, 693, 436 16, 684 454, 023 15, 832, 901 270 10, 131
16, 577 476, 45 19,352, 644 16, 231 4435, 957 16, 245, 380 297 9, 984
16, 754 466, 931 19, 676, 488 15, 262 423, 164 15, 795, 406 130 §, 602
16, 92% 477,400 14, 802. 678 15, 149 421, 560 15, 848, 30T 197 7,302
15, 040 428, 277 17, 258, 816 13,753 379, 742 14, 043, 272 - 134 4,826
18,412 522, 856 20, 955, 896 16, 951 471,741 17,202, 151 188 8, 058
18,674 355, 854 21, 248, 766 18, 483 520, 650 18, 781, 408 188 7,344
17,031 406,022 | 19,987, 148 16,157 446,086 | 16, 831, 224 82 3,673
21, 980 852, 679 28, 306, 395 22,377 815, 585 22,715,072 145 5, 290
22,477 672, 511 26, 474, 847 21, 343 615, 507 21, 161, 621 180 7,655
24, 708 150, 0561 30, 285, 378 25, 756 756,336 | 26,011, 192 103, 7,228
28,602 861,473 33, 593,125 29, 287 852, 805 30,333, 278 230 8 870
o 25198 745, 890 31, 058, 041 t32, 820 663, 343 24: 582, 989 276 11,018
18, 767 537, 586 22, 816, 311 17, 607 401,181 | . 18, 169, 692 ] , 053
17,915 498, 536 21, 488, 629 23, 078 494,385 | _ 17, 883,323 Lt 8, 952
22, 504 638, 308 28, 379, 455 27, 279 629, 873 23, 158, 570 138 5017
19, 259 547, 847 22,611,026 13, 983 471,951 17, 424, 118 121 4,994
25, 185 715, 714 28, 732, 671 24, 451 661, 905 22, M43, 477 122 4,017
25, 986 746, 735 30, 492, 551 23, 845 671, 540 23, 238, 326 115 4,112
26, 685 80O, 728 32, 604, 524 2,068 795, 759 | | 27,743, M4 140 8 321
20, 550 621, 781 24, 569, 261 21, 61 654, 280 22, 785, 037 106 3,622

240
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20, 104 612,054 | 23,722,285 20, 414 502,232 | 18,376, 142 97
25, 913 12337 | 29,602,122 21,777 588,445 | 20, 611,010 282 10, 214
22 378 631,558 | 25 902, 893 20, 283 545,614 | 19, 676, 087 240 9, 861
95, 452 766,103 | 28,009, 757 0, 380 576,951 | 20, 662, 194 %7 12, 151
25, 282 715631 | 29,398,537 17, 955 500,586 | 18, 174,350 202
28, 167 780,042 | 31,015, 267 21’ 704 618,189 | 22,365, 169 3L4 12,181
an, 095 800,089 | 26,338, 707 21,337 831,478 | 21,387, 685 302 11,479
21, 560 587,820 | 22,947, 15, 542 419,873 | 15, 141,076 280
15, 784 441,008 | 17,324,020 13, 482 365,495 | 12,745, 718 147
14, 568 523,085 [ 20,431, 049 16, 369 %44.592 | 15, 405, 680 151
20, 161 570,280 | 22114210 18, 770 454,812 | 16, 962 968 144
23, §74 £93,602 | 28,035,218 21,333 603,325 | 20, 406, 054 210
23, 438 082,646 | 26,429,214 20, 979 605,823 | 21,133,463 171
26, 002 772,867 | 31 098 745 25, 988 738,377 | 25,827, 736 198
25, 921 790,005 | 31,538,413 23,316 786,023 | 27,777,250 283 11, 084
27, 406 833,020 | 32 541, 257 2, 148 816,655 | 26, 822, 560 240
35, 626 L110,830 | 4L 441 372 37, 208 1,000,912 | 37, 574,868 250
27, 805 851, 116 , 265, 008 30, 460 868,302 | 31,933,277 198
25, 803 07148 | 31, 217,860 30, 041 864,795 [ 31,180,121 226
38,365 1,236,213 | 46, D17,082 42, 672 1,280,710 | 44, 838, 467 186
44, 954 1,428 311 | 51,043, 207 50, 463 1,466,003 | 50, 680, 425 178
29, 276 905,418 | 35, 422,073 32, 653, 952,259 | 34,878, 415 143
20, 672 30,802 | 25,602, 252 25, 470 706,786 | 28, 507, 224 101
26, 853 841,848 | 34, 143,328 32,720 a0 777 | 34,112, 545 140
29,097 803,496 | 33,406, 837 32, 848 804,789 [ 320 758,905 T
27, 427 850,066 | 32,302, 947 28, (44 708,072 | 28 821,771 134

1 Bhort sales which ere exetapted from resérietion by the Commisston's and exchange’s rules are excluded from this column, but are included with total sales by customers.
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TABLE 10.—Round-lol and odd-lot stock transactions ! effected on the New York Curb Exchange for accounts of members and nonmembers, weekly,
June 30, 1847-June 26, 1948

[Thonsands of shares]

All round-lgt

Round-lot transactions for account of members 2

Round-lot transactlons
for sccounts of non-

0Qdd-lot transactions for

sales Transactions of special- Other transaet] f accounts of customers 3
iqtai ong in- | Other transactions in- members
istsinstocksInwhich | “jiiated on the floor | itiated off the flaor

Week ended Saturday they are reglstered
P Bales P Sales P Sales P Sales P Sales
ur- ur= ur- Hr- ur-
Total | Bhort 4 o, ceg chases chases chrses chases
Tptal | Short ¢ Total | Short 4 Total | Short 4 Total | Short Total | &hort
wmr

July & o 1,002 19 ] 7 1] 24 3 1 60 62 4 828 820 4 32
Iuly 12, e 1, 381 19 122 134 12 33 29 1 54 81 a 1,172 1,137 1 52
July 19 .o 1,259 22 130 190 13 28 26 2 52 45 4 1,49 998 3 B3
July 26 . 1,161 18 112 109 8 22 16 1 47 43 4 980 983 5 43
Aug. 2o .. 2 11 103 131 8 22 14 1 37 30 1 880 867 1 20
AUE 9 e 77T 4 73 B5 3 g 10 1 42 20 3 653 4563 2 36
Aug. Moo 702 8 63 68 3 5 6 1 24 20 2 610 608 2 20
Aug. 23 . 633 7 62 1] 3 & § 1 29 18 1 547 539 2 30
Aug 30, e 606 i3 68 70 3 5 4 & 23 13 ) 510 519 3 30
Bepb. 6. o 634 ] 59 59 [} 11 L 28 24 2 £36 545 2 20
Bept. 13, iceiaoaea 835 8 it 83 4 11 15 1 a9 33 1 T2 04 2 31
Bepb, 20 .. 08 10 85 101 3 1B 10 2 40 87 3 845 B&0 2 a2
Bept. 27 o 910 10 74 104 ] 18 19 1 6 51 2 782 736 1 33
et 1,248 20 119 123 18 35 32 2 41 50 3 L0BI | 1,043 L} 49
Ocet, 11 . 1, 262 17 128 148 8 28 30 1 48 35 4 1,060 1,449 4 50
Oct. 18 e , 631 46 161 178 10 66 43 2 G1 47 [ 1,353 | 1363 11 63
Oct. 25 i , 023 82 166 2713 36 65 69 15 81 74 11 1,711 | 1,667 20 a5
MoV, o 1,624 40 187 155 18 o] &1 3 58 45 7 1,320 1,373 11 71
Nov, 8o 837 17 82 a0 7 23 23 2 48 28 3 784 96 5 42
MNov, 16 ..., O 1,002 13 ] 04 4 20 17 1 48 46 4 836 8456 4 40
Nov. 22 . 1,308 24 117 131 11 24 30 2 64 b4 2( 1,104 | 1,004 2 47
Nov. 20 . 891 18 85 116 11 14 12 ® 42 40 3 850 823 4 41
Dee, 6., e 1,273 10 97 131 4 13 15 1 58 54+ 1 1,106 | 1,073 4 44
LT R S 1,449 18 133 118 7 41 27 1 98 53 & 1,177 | 1,251 5 48
DRe. 20 o 1,437 18 110 149 8 17 27 |eeeeee 67 63 41 1434 | 1,308 ] 51
Dee, 27 e 1,333 11 112 110 i} 15 ) PR 44 40 2 1,162 1, 166 3 45

¢l
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12 97 113 8 14
13 107 138 8 a3
17 87 118 10 20
16 92 118 9 20
33 6 101 19 28
20 104 127 B 16
2 103 105 10 21
22 67 85 8 22
2 66 g 7 18
2l 114 58 4 26
28 78 890 ] 26
26 142 151 13 33
34 121 147 17 39
27 116 129 10 40
37 128 144 B 48
21 125 150 2 30
60 188 228 21 66
2 139 164 15 54
34 132 137 7 31
48 251 272 17 80
31 240 209 20 o7
25 157 183 11 34
27 122 132 13 EL]
2 174 163 14 57
34 175 211 21 a4
37 173 204 23 684

11 1] 51 42 2 1,087 1,083 2 43
31 2 7 40 1| vost| 1085 ¢ 50
23 2 55 56 2 2| 87 3 2
2 2 48 43 2 854 830 3 43
a1 2 52 57 5| si7| 814 15 43
al 1 64 66 3| 1,046 | 1,016 1 47
1% 2 61 57 3 938 942 14 42
20 2 85 58 3| moi 701 11 41
18 1 32 33 1 611 6513 i4 31
23 1 29 64 5 738 741 11 3
50 2 36 51 1 1,228 1, 197 17 32
11 1 8| 114 3| 1872 133 9 4
40 2 61 3| nngl| 1,0n 1z 43
a7 1 74 106 7 1,203 1, 250 ] 48
46 1 65| 130 23| 1,706 | 1,637 5 58
2 1 79 6| 1,496 | 1,469 ¢ 53
G 3 95 112 11 2,098 2, 047 25 74
B3 2 77 87 a| .58 | 1,482 4 59
25 2 51 154 b 1,886 1,284 & 53
72 1 12 256 24 2,808 2, 666 ] 87
7 al 1m0 ez 5| 254! 2443 3 88
24| ® 41 4| L 1478 10 63
41 2 63 70 & 1,234 1,220 3 82
48 1 79 82 3 1, 506 1,523 5 61
87 1 0! 7 2] nam| nss 7 72
56 2 71 36 2y Lzl st 10 il

! Ronnd-lot transactions are {ransactions in the unit of trading or multipla thereof, while
odd-lot transactions are transacticns involving less than the unit of trading. The unit
of trading ¢n the Now York Ourb Exchange is not the same in all stocks, but ranges from
10 to 100 shares. Transactions Iln rights and warrants are nof included In thesa data,
although ticker volumes for this exchange includes auch transactions.

2 The term “members™ includes all members, their irms, and their partners,

3 0On the New York Curb Exchangs add-Iot transactions are handled selely by spe-
cialists in stocks in which they are registered, and the round-lot transactions resulting
frott!n such odd-lot transactions are not sepregated from specialists, other round-lot trans-
actions.

4 Bhort sales which are exempted from resiriction by the Cotnmission’s rules are ex-
¢luded {rom this eolumn, but are included In the total sales column.

! Five hundred shares or less.
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158 SECURITIES AND EXCHANGE COMMISSION

TapLe 11.—Special offerings effected on national securities exchanges for fiscal year
ended June 30, 1948

Ag- WNumber of offerings

Number of shares Vt:]l[ue gregate by duration
Num- —| shares s‘[:)gg;r.xl
Exchangoe ber In {Lsﬁégs_ mission| Termi- | Others | Not,
mada oriR- Sub- ands (thou- | nated | termi- | termi-
e | soibeql Sold | 455 | sends | in15 | nated | nated
< offer l‘nrs). of dal- | min- | spmp | same
Y lars) utes day day
All exchanges;
Total ... 25 |367, 899 |330, 409 1332,069 | 8,503 222 12 10 3
Completed.. .. ... 20 [265, 459 |271, 815 |268, 205 8,173 173 12 i 1
Not completed. ... 5 (102,440 | 64, 794 | 64, 194 2,330 49 | .. 3 2
Chicago 3tock Exchonge:
Total ... ____.____ 3| 20,412 | 20,412 20,412 2564 8 2 1
Completed. . 320,412 | 20,412 | 20,412 254 8 2 1

Not completed
NevgrYork Curb Exchange:

otal. .. 3| 26,618 | 26,618 | 26,618 202 ] 2 ) A P
Completed. . ... __ 3 | 26,618 | 26,618 | 28,618 202 ] 2 | I I
Not completed. oo eoee e oo em e e e

New York Stock Exchange: .
Total .. 19 [320, 860 |280, 370 |285, 960 | 8,047 204 3 8 3
Completed.___._____ 14 [218, 429 |224, 585 |221, 175 8, 717 155 8 5 1

Not Completed..... 5 |102, 440 | 64,794 | 64,794 | 2,330 49 3 2
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TaABLE 12.—Secondary distributions of listed stocks approved by nalional securilies
exchanges for fiscal year ended June 30, 19481

Number of shares

.
Value
0

Number of secondaries

{ by duration
Exch et "o Others | Mol
xchange eI - i ers oL
made c |Available (thou- | Termi- | ¢o 0’ | tepmi-
In origt- \ Voo dis Sola [ ssads | nmated ted | nated
nal offer | 2or Gk of dol- | same [ DEEH | M
tribution Tars) da. next next
¥ day day
All exchanges:
Tatal. . 83 16,337, 47 |0, 422, 459 16, 347, 361 {152, 803 49 2[ 13
Completed. . _.._..__.. 78 18, 169, 578 |6, 255, 520 16, 273, 200 (150, 019 49 18 11
Not completad. ... ... 5| 168,360 | 166,939 74,071 2,784 ... . .. 3 2
Chicapge 8tock Exchange
Total .. 16 | 271,372 | 269,572 | 269,572 | 16,785 10 b 1
Completed______...__. 15 | 267,872 268,372 268,372 | 16,763 16 [ 70 S
Mot completed._____.. 1 3, 506 1, 200 1,200 -~ IR N 1
Detroit 8tock Exchange:
ot . 3 17,700 17, 700 17,700 318 2 1.
Completed _______.____ 3 17, 700 17, 700 17,700 318 2 1 |
Not completed .
New York Curb Exchange:
Total . 15 | &1i2,228 | 508,483 | 507,191 | 10,022 ] 3 3
Completed_ . 15| 512 BOB, 483 | 307,101 | 10,022 1] 3 3
Not complated_ | .o | a e e e e -
Now York Stock Exchange:
Total . 43 |5, 517,303 [5, 807, 358 5, 533, 562 |124, 087 22 12 ]
Completed. ...__.... a9 |5,352, 434 |5, 441,618 15, 460, 681 (122,225 22 9 8
Not completed. ___ ... 4 | 164,869 168, 739 72,871 2,762 |. .- 3 1
8t. Louis Stock Exchange:
Total oo 4] 1%, 346 19, 348 19, 348 691 T P PR
Completed. __._____.__. i 18, 344 19, 346 19, 346 691 2 PR R
Not eompleted. ... foecmom | oammmace e emm e e[ e m e

1 Secondary distributions which exchanges have approved for member participation and have reporied

to the Comrmission,
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TaBLE 13.—Classification by indusiry of issuers havin securities registered on
nalional securilies exchanges us of June 80, 1947, and as of June 30, 1948

As of June Ag of June
Industry 30, 1047 30, 1048
Aol re. . oo eiimeemamaes 8 8
Boverages (distilleries, breweries, soft drinks)_____._______ _.___.______..__. 53 53
Building and related companlies (including lnmber, bullding materials, and
eonsbruetion). ... . %0 23
Chemicals, ¢rugs, end allied produc! 2 a9
Financial and investment companies_ 127 130
Food and related prodoets. ... ... 100 108
Foreign governments and political subdivisions thereof _______._____ 73 70
Foreign private issuers other than Canadian, Cuban, and Philippine. . . 56 56
Iron and stesl (exeluding machinery). ... .. .. . 78 76
Mupchinery and tools (excluding transpottation equipment) ... ____ - 202 208
Merchandising (chain stores, department stores)__.._..__._. - 187 168
ining, eoal . - e 19 ig
Mining, other than conl._..... - . . 225 221
Misccllaneous manufaeturing 38 30
Qiland gas wells____________ 53 52
Oil refining and distributing a7 39
Paﬁer and pa;fcr roducts. __ 38 an
Printing, publishing, and alli 21 21
Realestate. ... ___________ - 16 16
Rubber and leather produets_._____________ .. 36 36
Bervices (advertising, amusements, hotels, restaurants) 40 48
Textileg and related produets. . ___.____. 66 67
Tobacco produets. . oc.-vncey... T — - i8 18
‘Transportation and communication (railroads, telephone, radio).. 245 238
‘Fransportation equipment . . 173 173
Utility holding companies (electric, gas, water) .. R W0 31
Ctility operating-bolding companies_.._.___... 15 15
Utility operating. . 83 S0
B - 2O 2,215 2,208

TaBLE 14.—Totals of security issues ggm}i;igd to irading on exchanges as of June

As of June 80, 1948, 2,675 stock issues aggregating 2,837.496,642
shares and 964 bond issues aggregating $19,224 375537 in prineipal
amount ! were traded on national securities exchanges as fu{)ly listed
and registered. An additional 487 stock issues aggregating 393,831,-
339 shares and 101 bond issues aggregating $928,518,196 in prineipal
amount were traded on exchanges in other capacities, making a total
of 8,062 stock issues aggregating 3,231,327,981 shares and 1,065 bond
issues aggregating $20,152,803,733 in principal amount. The bases
for admission to trading and the number of issues admitted on each
basis are given in the table below. Where an issue was admitted to
trading on more than one basis it has been counted once for each basig
of admission te trading.?

Btocks Bonds
Basis of admission to trading
Issues Bhares Issuyes  |Principal amount
Registered .. 2,575 | 2,837, 406, 642 954 | 1519, 224, 375, K37
Temporarily exempted from registration. . _..__.. 21 4, 186,725 7 70,088,
Admitted to unlisted trading privileges on regis-
tered exchanges 805 | 1,870, 267,852 97 1, 508, 058, 586
Listed on exempted exchange: 14 113, 206, 614 8 26, 447, 000
Admitted to unlisted frading privileges on ex-
empted exchanges_ .. _____.____________________ 42 11,192, 108 1 140, 000

! This principal amount does not include the ggregate amount of £29,122,620 of 8 foreign bond issues,
The issues themselves, howaver, are counted nnder bond issues.

! Almost all of such issuaes consist of issues registered on an exchange which are also admitted to unlisted
trading on other exchanpes, amounting to 542 gt ook issies aggregating 1,524,700,273 shares and 12 bond ssues
aggrogating $766,225,400 in principal amount.



TarLe 15.—Stock and bond issues admitted to trading on each exchange, including the wumber of issuers, the basis for admission fo trading, and

the percentage iraded on other exchanges, as of June 360, 1948

Stocks Bands
Percent
: o - : d on
Tatal Total Basis of admission to trading t Percent Bagls of admission to trading ! trade
Name of exchange issuers | issues Total | traded on Total oiil?grglxo-m
slocks or{n)cﬂ;]errrggrc bonds | changes
x U XL XU changes X u XL XU

Baltimore_ _________.______ 57
[e1:124) ¢ N 332
Chicago Board of Trade._ 26
Chieago Stock_.__.___.___ 270
cinnadi. ... . 80
Cleveland .. ________ R 85
Colorado Springs 2. ._.___ 14
Bratrolt 181
Honaolulu 2. 85
Los Angeles 217
Minneapolis-St. Paul?. __ 12
New Orleans. .. ....____. 13
New York Curb.. —- 780
New York Stock. - 1,243
Philadelphia. . . - 415
Pittsbargh_ .. ... 109
Richmond 3. __.__________ 21
Bt.Louls ... . _...._. 45
Salt Lake.________.__._.__ ]
Ban Franciseo Mlning. ... 44
San Francisco Stock_. ... 289
Spokane. ... .. _.______ 27
‘Washington, D. C_.______ 32
Wheellng?. ... ._ ... 18

t R—Registered; X—temporarily exempted from registration; U--admitted to unlisted

trading privileges on a registered national securities exchange; XL~

listed on an exempted

exchange; XU —admitted to unlisted trading privileges on an exempted exchange,
? These 5exchanges are exempted from registration as a nationsl securities exchange,

Issues exempted under sec. 3 (a) (12} of ths act, such as obligations of the United States,
Btates, counties, cities, and United States-pwnoed corporations, are not shown in this

table.
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162 SECURITIES AND EXCHANGE COMMISSION

TaBLE 16.—Number of issues admilled fo unlisted frading pursuani fo claouses 2
and 3 }?f sec. 18 (f) of the Securilies Ezchange Act of 1934 and volume of fransac-
tions therein !

[Stock volumes in shares; bond volumes in dollars of principal amoxnt]

Number of issues Percent of | Apgregate
—| volume total 1947 volume
reported vo]u{lne on r?pmt"ted
each ex- ar [ie
Name of stock exchunge Admit. | Bemain- c?l;lg](;:r chango in | calendar
ted total ing June car 1947 stocks and | years 1837
30,1948 | ¥ honds re- | o 1947;
spectively | in¢lusive
Stocks purstant to clause 2
Boston______...__... — 82 276 542,673 12.9 3,619, 800
Chicago._ 40 39 1, 528, 461 22.2 9, 269, 346
Cincinnati. 30 30 3, 32.0 681,030
Cleveland. ... ... 20 24 106, 692 16.4 733,865
Petroit ... ... 71 63 489, 461 14.4 3,104, 918
Los Angeles. _..... 83 61 496, 282 - 5.0 3, 544, 605
New York Curb__. 6 4 1, 468, 110 1.7 5, 638, 990
Philadelpbia. ____. 97 391 502, 12.7 2, 343, 401
Pittsburgh_ ... _._._. 58 44 128, 309 13 2 1, 309, 740
St Lowis. o ooo.oooaoooo 5 i34 27, 513 I10.0 49,414
Salt Lake__.____..._...._ 1 1 6,100 .1 35, 633
San Francisco Stock.___. 38 836 638, 904 6.3 2, 696, 895
Wheeling oo oo ————- § L) 5.8 15,
Total . 524 491 | 6,045,350 |-eoe . 33,093, 210
Stocks parsuant to clause 3:
LT 1 ) O PRSI IR 13, 086
New Yorle Curb. oo 7 6 850, 065 7 1,931,851
Total stocka. ____.._._. [, 8532 2408 | 6,695,420 oL . 35,039, (47
Bonds pursuant to clause 2:
Los Angeles . .. .. e 1 b I RIS PRSP U
New York Curb.._. ...._. . 3 1 $318, 000 L0 | $12, 955,000
San Franciseo Stock. . 3 2 739,900 100.0 2,278, 200
Bonds pursiant te clause
New York Curh__........... R R 42 16 |.$9, 201, Q00 9.8 |$123, 020,000
Totalbonds_.__. ... R 949 20 | 10,758,900 |...__._...._.| 133, 160, 200

| For enactment of clauses 2 snd 3 and procedure thereunder, see tenth annual roport under “Unlisted
trading privileges on securities exchanges.”” For volume reported in each of the years 1937 through 1944,
see cleventh annual repott appendix table 18.  For subsequent volumes, see tables in subsequent reports.

2 Only odd-lot trading is permitted in 6 of these issues.

3 Only odd-lot trading is permitted in 1 of these issues.

+ Only odd-lot trading is permitted in 3 of these {ssues.

4 Only odd-lot trading is permitted in these 4 issues.

¢ San Francisco Stock Exchange figures include S8an Franeciseo Curb Exchange figures prior to the 1938
merger.

7 Wheeling Stock Exchange is an exempted exchange. All other exchanges shown are registered exchanges,

334 of thess Iagues had been removed a8 of June 30, 1818,

¢ This figure includes duplications arising from admission of various issues to unlisted trading on more
than 1 exchange. The net number of issues admitted as of June 30, 1948, was 260 pursuant o clauses 2and 6
pugstuant to clanse 3. N

1629 of these issues had been removed to June 30, 1948, principally on aceount of redemptions.
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TasLe 17

PaRT L.—ELECTRIC UTILITY PROFERTIES AND SECURITIES DIVESTED BY REGISTERED HOLDING COMPANY 8YSTEMS,
JULY 1, 1947, TO JUNE 30, 1648

See footnotes at end of table.

Tatal asgets Consider- | Approximate :
Byét'eg n of divested Details of divesiment ation date of divest- Comments Sour:g:t?g];nfor-
OImpany subsidiary 1 received ment
merican Power & Light Co.: () Bale of electrie utility properties in Clark | $4,837,500 | February 1948 .| Properticssold nolonger subjeet | Rula U—44,
Pacific Power & Light Co. County, Wasbington, by Pacific Power to the act.
& Light Ce. to Olark County Public
Utility District No, 1, . '
American State Utilities Corp.: | §1, 484,488 | Distribution of 121,008 shares of common (21 March 1948 _____ No longer subject totheact. . Release 7721,
Edison Sault Eleetric Co, stoek of Edison Bault Electrie Co. {65 per-
cent of total outstanding) to preferred
stoekholders of parent and distribution of
£6,326 shares (35 percent) to the common
stockholders of pareni, American Stales
Utilities Corp. in liguidation.
American Water Works & Elee- | 364, 345, 600 | Distribution ol 2,343,105 shares of the new [©] January 1948. ___| Continues subject to the act asa | Release 7036,
trie Co., Inc.? West Penn Eloc- common stock of West Penn Power Co, registered holding company.
trie Co, (all of such stock outstanding} to the com-
. mon stockholders of parent, American
Water Works & Electric Co. in liquida-
ion.
Cities Service Co,: Public Serv- | 17,803, 784 | Sale of 330,630 shares of common stock of | 4,180,956 | Aprif 1948 _____. No longer subject to the act._._.| Release 8087, 8113.
ice Co. of New Mexica, Public Serviee Co. of New Mexico (85
percent of the total cutstanding) to under-
wrilers, for publie offering.
Commonwealith & Southern | ¢33, 590,370 | Sale of 800,000 shares of cornmon Stock of | 10, 200,000 | March 1848_____ [ ___. xR, Release 8080,
Carp.: Bouth Carollna Power South Carolina Power Co. (sll of such
Co. stock outstanding) te South Carolina
Electrie & Gas Co., a nonafliliate.
East Coast Public Service Co.: 3,251,510 | Distribution of #),000 shares of common &3 Dec, 30, 1947 .. | .. (6 1 N Release 7748,
East Coast Electric Co. stock of East Coast Electric Co. (85.71 . .
' percent of total onistanding) to the ¢com- - -
mon stockholders of East Ceast Public
Bervice Co. parent company in liquida-
tiom,
Eastern Minnesota Power Corp.. ® Sale of all physical assets to 9 cooperative | 1,530,000 | January 1848.._.| Propertiea sold no lenger subject | Release 7441,
associations of the State of Minnesota. . to the a ’
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TasrLe 17—Continued

PART ,—ELECTRIOC UTILITY PROPERTIES AND SECURITIES DIVESTED BY REGISTERED HOLDING COMPANY S8YBTEMS,
JULY 1, 1947, TO JUNE 30, 1848—Continued

Total assets Counslder- | Approximate
Bystem D . on ato of divest- en Baurce of infor-
Company éol{ bdsiigl?ﬁ;dl etails of divestment m‘:gived date 31 8(1:1‘ b est: Comments ‘mation
Engineers Public Serviee Co.:
El Paso Electric Co_--nunan.n $116, 119,802 | Distrtbution of 381,984 shares of common [e)) July 21, 1847. _ _.| Ng longer subjectto the sct.__ __ Releass 7119.
stock of E] Pasg Electric Co. (all of such
stock outstanding) to commeon stock-
holders of Engineers Publie Service Co.
arent comrpany in ligquidation.
Virglnia Electric & Power | 183, 554, 569 | Distribution of 2,769,464 shares of common [C) IR 5 < SR L 1 U, Do,
Co. stock of Virginla Elegtric & Power Co.
(64,25 pereent of the total outstanding} to
cemmon stackholders of Englneers Pub-
{lic Bervice Co, parent ¢company In lquida-
on, '
International Hydro-Electric [ 483,463, 558 | Exchange of preferred and common stoeks of Q] June 3, 1847_____ Contlnues subject to the act a8 | Releasa 6470.
System; New England Power New England Power Association and of 4 ' & registered holding company.
Assoclation. of its former subsidiaries for new comman
under a plan of corporate gimplification
. wherchy  International Hydro-Electric
System, parent received 534,157 shares
(7.97 porcent of the totnl outstundlng).
Middle West Corp.: o
Central Ilinoiz Public Serv- ; 110, 063,355 | Distribution of 1,663,013 shares of commen 1] February 1948___1 No longer subject to the act_____ R.elease 7986.
ice Co. stock of Central Illinois Fublie 8erviee Co.
(74 percent of the total outstanding) fo the
common stockhelders of parent, Middle
West Corp. in liquidation.
Oklashoma Power & Water 8, 754, 409 | Sale of 23,141 shares of common stock of Okla- | §1, 750,000 | January 1948 ___j Continues subject to the act as | Release 7042,
0. homs Power & Water Co. (all of such subsidiary of & registered hold-
stock guistanding) to Public Bervice Co. ing company,
of Oklahoma, a subsidiary of Central &
Southwest Corp., a registered holding
company.
North American Co.:
Potomac Electric Power Co._.| 126, 480,008 | Distribuiion of approximately 1,784,305 (O] Dec. 22, 1047.___| No longer subject to the act...| Release 7846.

shares of common stock of Potomac Elec-
tric Power Co. (60.25 percent of the total
outstanding) to the common stockholders
of North American Co,, parent company
in liguidation.

o1
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W iseonsin Electric Power Co.

O%:lan Corp.: Interstate Power
0,

Portland Electric Power Co.:
Portland General Electrie Co,

Public Bervice Corp. of New
Jersey: Public Service Electric
& QGas Co.

Republic Service Corp.:
Mauch Chunk Heat, Poser
& Electrle Light Co.
Renovo Edison Light, Heat
& Power Co,
Busgquehanna Utilities Co.:
Conowingo Power Qo_______.
Bonthern Pennsylvania
Power Co.
United Light & Railways Co.:
Detroit Edison Co.

251,092,974

49, 802, 408

87,392,001

571, 6151, 165

368, 088
307, 984

2, 506, (10
1, 557, 438

434,215, 301

See footnotes at end of table,

Distribution of approximately 1,624,787 shares
of common stock of Wisconsin Eleetric
Power Co. (61.06 percent of the total out-
standing) ta the common steckholders of
North American Co., parent company in
liquidation.

Deposit in escrow of §44,96! shares of the new
common stock of Interstate Fower Co, (63
pereent of the total outstanding) pending
distribution to Intersiate Power Co.'s
junior securlty holders other than common
stockholders and sale of 555,039 shares (37

percent) to underwriters for public offering.

Distribution of 1,000,600 shares of the new
common stock of Portland (3eneral Elec-
tric Co. (all such stock outstanding) to
the bondholders and preferred-stock
holders of Pertland Electric Power Co. in
liquidation, *

Exchange of 5,503,193 shares of the new
commaon stock of Public Service Electric
& Gas Co, (all of such stock outstanding)
with the common-stock holders of parent,
Fublic Service Corp. of New Jorsey, o
subsidiary of United Corp., 8 registered
holding company.

and Renove to Pennsylvania Power &

Sale of nl! the capital stock of Mauch Chunk
Light Co., nonaffiliate.

Distribution of sll the capital stock of the 2
companies to parent, Philadelphia Elec-
tric Co,, in liguidation of Susquehanna
Utilitles Co,

Sale of 450,000 shares of commen stock of
Detroit Edison Co. (6.4 percent of the
total outstanding) fc underwriters for

public offering.

&

3, 635, 505

®

@

# 674, 581

)

8,878, 500

February 1948__.

June 30, 1M48. .

February 148, ..

Company filed statement, pur-
suant to rule U-2 claiming
ezemption as a helding com-
pany.

Continues subject to the act asa
registered holding company.

Continues subject to the act asa
registered holding company,

Continges subject to the act as
a subsidiary of a registered
helding company,

No longer subject te the act_....

Philadelphia Electric Co. has
filed statement claiming ex-
emption as 8 holding company
pursuant o rule U-2,

No longer subject to the aet.__._

Release 7964, 3002

. LE0dAY TVONNY HINITLAOLO0L
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Tasir 17—Continued

Part L—ELECTRIC UTILITY PROPERTIES AND S8ECURITIES DIVESTED BY REGISTERED HOLDING COMPANY BYSTEMS,
JULY 1, 1947, TO JUNE 30, 146 —Continued

Total assets Consider- Approximate :
Syé‘cf;:“ of divested Details of divestraent ation date of divest- Comments Sm"nﬁe &L'ﬁ"m"
pany stubsidlary recejved ment L
United Public Utilitiss Corp,:
Bradford & Gettysburg Elec- $367, 668
r.'Il"}f, Light & Yower Co.,
o
Br]g_')okhvlil;e C& {aewisburg 142, 563
ighting Co., The Sale of all autstanding stoeks, bonds, and | 238,100,000 | February 1848...| No longer subject to theact..._. Release 7884
Buc}l;{eye Light'& Power Co., | 1,132,780 notes of the 8 companies to Dayton Power ’
Eston Lighting Ca., The. 246,320 | & Light Co., 8 nonnfliliate.
Greenville Eleetric nght & 1, 963, 412
Power Co., The.
39, 867

New Madlson nghtinc Co,,
The,

PART 2—( A8 UTILITY PROFERTIES AND SEQURITIES DIVESTED BY REGISTERED H

OLDING COMPANY SYSTEMSE, JULY 1, 1M7,

TO JUNE 30, 1948

Central Tublic Utility Co.:
Atlanta Gas Light Co.

Commonwealth & Bouthern
Corp.; Gulf Power Co,

Community Gas & Power Co,:
Minnespolls Gas Light Co,

General Public Utilities Corp.:
Pennsgylvanis Electric Ca.

$24, 303, 675

Q)
28, 608, 820

0}

Exchange of the publicly held preferred
stock of Consolidated Electric & Gas Co,
for B0O2,553 shares of new comimon stock (all
of sitch stock outsr.anding) of Atlants Gas
Light Co.

Sale of gas utlhty prope rtnes to ¢ity of Pensa-

la., by Gulf Pewer Co.

Distribution of 872,306 shares of new cOmImon
stock of Minneapolis Qas Light Co, (50

roant of total outstandin % to bond-
olders of parent, Ameriean Gas & Power
Co, and 218,076 shares (20 poreent) tc com-
mon stockholders of parent of which lstter
pmount 39,384 shares (3.8 percent) were
recelived by Community Gas & Power Co.,
arent of American Qs & Power Co.

Bale of manufactured gas properiies in
boroughs of Lewiston, Huntingdon, and
Shippensburg, Pa., o Jehn H. Wala 3d,
by Fennsylvauia Electric Co,

®

$1, 500, 000
®

185, 009

November 1047

January 148 ___

No Jonger subject to the act. . __

Properties sold no Jongar subject
to the set.

Continnes subfect to the act as a
registered heolding company,

Properties sold no longer subject
to the act.

Release 7601,

Release 8103,
Release 7131,

Releaso 7961,

991
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Middle West Corp.: Oklahems
Power & Water Co.

North American Co.: Northern
Natural Gas Co.
Public Bervice Corp. of New
ersey:
County Gas Co.oo.oooooooo.

South Jersey Gas Co........
United GQas Improversent Co.:
Hartford Gas Co_.. ...

Wew Haven Gas Light Ca___.

United Public Utllitles Corp.:
g’estcm Qhio Public Service
0.

U]

835, 523,476

2,877,439

1F, 468, 287

11, 464, 6593

11,338, 467

1,075,448

Balo of gas utility

roperties by Oklahoma
Power & Water

0. to Oklahoma Natural

a3 Co.

Bale of 710,500 shares of eommon stock of
Northern Natural Gas Co. (35 percent of
the total outstanding) to underwriters for
public offering,

Sale of 7,460 shares of common stoeck of
County Gas Co. (86.6 percent of the total
outstunding} to James J. Abrams, Jr,,
New York.

Distribution of all the common stock of
South Jersey Gas Ce. to the common
stockholders of Public Service Corp. of
New Jersey, a subsidiary of United Corp,,
8 registered holding company.

Exchange of 31,840 shares (21,3 perzent of

- the total ouistanding) of the common
stocks of Hartford Gas Co., and 273,621
shares (89.5 percent of total outstanding)
of the conimon stock of Hartford Gas Co,
for the preflerred stocks of Connecticut
(as & Coke Securities Co,, pareat of these
two companies, and subsidiary of United
Cuas Tmprovement Co., a registered hold-
ing company.

8ale of all the common stock and cuistand-
ing 1debtedness of Western Ohio Public
Service Co., to Dayten Power & Lieht
Co., s nonaffiliate.

B5@, 000

18, 330, 500

124, 820

&

&

@

August 147

Trec. 16, 1947 ...

Apr. 48 ..

June 1648 ____.__

Februatry 1948 ..

Continues subject to the sct as a
regisiered holding company.

Na longer subject to the acf_ .. ._

Continmes subject to the act asa
subsidiary of a registered
hplding company,

No longer subject to the act...__

Release 7625,

Release 7839, 7030,

Releass §lG1.

Release 8002..

Release 7913,

Release 7984,

PART 3.—NONUTILITY PROPERTIES AND SECURITIES DIVESTED BY REGI

STERED HOLDING COMPANY B8YBTEMS, JULY 1, 1647, lo JUNE 30, 1848

American Gas & Electric Co.:
Indiana Service Corp.

American States Utilities Cog.:
Southern California Water Co.

&

$13, 156, 525

See footnotes at end of table,

Bale of transit p:"%pcrties in Fort Wayne,
Ind., to Fort Wayme Transit, Inc., by
Indiana Service Corp.

Exchange of 40,666 shares of the common
atock of Southern California Water Co,
(65 percent of the total outstanding) with
greferred stockholders of parent, American

tates Utilitics Corp. and distribution of
22,108 sharea (35 perceat) to the common
stockholders of parent.

$R05, 000

March 1848.__._.

Properties so0ld no longer sub-
jeot to the act. .

Ne longer subjeet to the aet_.. .

Rule TU-44 (o),
Fike No. 70-1777.
Release 7721,

LYOdHEY MVANNY HINTHLAEN0L
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PART 3—NONUTILITY FROPERTIES AND SECURITIES DIVESTED BY REGISTERED HOLDING COMPANY SYBTEMS,

TasLE 17—Continued

JULY 1, 1947, TO JUNE 30, 1948—Contlnued

Total assats

Consider-

Approximata

Sygtem of divested Details of divestment ation | date of divest- Cotuments Source of infor-
Company gubsidiary 1 . received ment mation
American Water Works & Elec- ($186, 065,195 | Sale of 620,462 shares of common stock of ($18,822,035 | Oct, 147.. .. ---|{ No longer subject to the act_..__ Release 7208,
ttie Co,, Ine,, American Water American Water Works Co., Inc., (22.84
Works Co., Inc. percent of total outstanding) throngh sub-
scription warrants Issued to the common
stockholders of parent and 1,002,476 shares
(g]ﬂfng percent to underwriters for publio
5 offering,
Commonwealth & Southern [&)] Sale by Alabama Power Co., of bus trans- 206,100 |..... doo oo FProperties sold no longer subject | Release 7730.
Corp.: Alabams Power Co. poriation system and properties serving to the act,
'61310 cityt of Tuscaloosa to Mare Clay
- lement.
Republic Servico Corp.: Renovo 109, 205 | Balc of all the capital stock of Renovo Heat- n Oct. 1, 1947 ... No longer subject to the act...._ Releaso 7749,
eating Co. Lélg Co. to Pennsylvanis Power & Light
. 0.
United Corp.; Niagara Junetion 1,808, 805 | Sale of all the commeon stock outstanding of | 1,000,000 | January 1048_.._| Properties sold no longer subject | U-44 (c),
Ry. Co. Niagara Juoction Ry. Co. to New York to the act,
Central B. R. Co., Lebigh Valley B. R,
Co., and Erie R, R, Co,
Portland Electric Power Co: 310,366 | Distribution of assets to Poriland Qeneral Q] February 1848...| Continues subject to the act .. Release 7057,

Cazadero Real Estate Cao.

Eleciric Co.

¥ Total assets of each divested subsidlary are the assats as of Dec. 31 of the year preceding

sich divestrment.
S arial sl of propers
artial sale of property.
public hodies. ks
¢ Liguidation of claim,

ue not available where properiy sold to

Where divestment was effecied by s plecemesl sale of properties, the
ear end prior to the first major sale were used
Outgoing book val

4 Assets as of Aug, 31, 1047,
¢ Included in consideration pald for Mauch Chunk Heat, Power & Electrie Light Co.
-and Renovo Edison Light, Heat and Power Co.
* Conslderation included In the $8,100,000 consideration recelved from Dayilon Power

& Light Co, for the sale of 8 electrlc companies.

891
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TasLe 18, —Utility and other propertics gubject lo divestment under sec. 11 (b (1} orders outstending as of June 30, 1948

Total assets a3 of Deg. 31, 1047, .
of companies ordered divested Cﬂog}gglrfy
System and company Mature of business Btate of operation Act Date of order
Individual | gyopom totals ;&inﬁs:r
eotapanies

American Gas & Eleetrie Co - | imcaeean $60,212,5628 |______ ... ... 6333 | Deec. 28,1048
Atluntic City Electric Co.

Deepwater Operating Co____
South Pennsgrove Realty Co.

Citles Service Coll__________.__ 4489 | Aug, 17,1043
Arkansas-Louisiana Gas Co___ ... .o...._....| 48,323,700 | oo 5028 | May &5 1844
Dominlon Natural Gas Co., Ltd. .| 325033,050 .. oo oo ]|ooi - 5350 | Oct. 12,1044
Doniphan County Light & "Power Co,, The ..o 20153 |l
Electric Advisers, Ine_ ..o TISB4B [

QGas Advisers, Ine_____ 68,830 | ool
Gas Service éo ThB . e 46,864,348 | ... ...
Republic Light, Heat & Pawer Co,, Inc._. ... 10, 736,224 |_

Spokane GQas & Fuel Co. . ________ 1, 496, 681

Tri-City Gas Co., The.. 88, 680

Columbia Gas Bystern, Ine___. ... 5455 | Nov. 30,1944
Bridge Gas Co______.._.._ 2 55,551 .

Commonwealth & Bouthern Corp., The. .| 76156 | Aug., 1,1947
Alabamg Power Co, (transportatlon p N. A, “Alabama
Central Illmois Light Co___. 2 i, 389, 369 Illinois_ .

Cherokee Land Co_.___. 101, 524 Delawar '

Consumers Power Co. ... 345, 464, 274 , heating, w r.| Michigon.

Geurgi;i Power Co. (gas an 318, 645,885 E]ecmc. gas, iransportation. | Georgia. ..

only).

Gulf Power Co. (gas and transporiation properties only) .. B1, 604,454 [ _ ..o |eo-BOo .. Florlda. . ___________

Michigan (Gas Storage Co_ 12,851,114 N?t.ura] gas production gnd | Michigan ___.______________
ransm ission

COhio Edlson Co...._..._ 171, 567, 340 Electrio, beat, holding eom- | Oble. ...

pany,

Pennsylvania Power Co__._.._._. 28, 705, 528 Electrle. ... Pennsylvunin ...............

Southern Indiana Gas & Elsctric 29, 047, 897 - Elﬁctric, gats, tranaportation, | Indiana. .. _______.
eat, water,

Federal Watar & Gos Corp._._.__.._____ e RSN 4113 | Feb. 10,1043
Scranton-Spring Brook Water Service 51, 143, 486 Water, gas, holding come | Pennsylvania___...___ ... ____

Bee footnotes at end of table,

pany.
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TasLE 18.~—Utility and other propertics subject lo divesiment under sec. 11 (b} (1) orders outstanding as of June 30, 1848—Continued

Total assets as of Dee. 31, 1947,

Kansas Power & Light Co., The....__._____.. e eaam [

ign, transportation,

of companies grdered divested Cl})gg;“fy
8ystem and company Nature of business Btate of operation Act Date of grder
Indjvidusl System total releagu
companes ystem totals numbet
GaEJ:;eratl iP%bll)c Utilities Corp. (formerly Assoclated Qas & | oo . _ $I10, 810,578 | imee | 3720 | Aug. 13,1042
ectric Co,).
Jersey Central Power & Light Co $86, 793, 427 New Jersey 5601 | Feh, 98,1945
Staten Island Edison Corp 24,017, 151 New York.
Koppers Co,, Ing.._....._... 5888 | June 28 1945
Eastern Gas & Fuel Associates and subsidiaries.__ .. .__.__.| 4254 446,346 |- ... __ .| Ceal, coke, gas. ... Ken ¥y 8741 | Junec 27,1940
. E Bylvania, Connecucut,
. Massachusetts -
Middle West Corp., The_. ... oo 100, 094, B46 484G | Jan., 25 1944
Beloit Water Power “N.A. Inactive ...
35,7 Service company_
014,430,311 Eleekric
17, 431
48B3, B |emee ool ]
2 389, 376 Fen'y, railway__ .
112, 640 Service company_
§7 4,515,714 Holding eompany
Northern Public Service Corp 12,073,872 Heat. -1 M
0Old Dominion [ece Gorp.._. 165, 173 Virginia.
Bouth Beloit, Water, Gas & 983, 003 -t Iineis.
United Public Service Corp.. 235,742 |..._....__....| Bolding company___ .. | ooo_ooioao.
Winnipeg Heating Co., Ltd . 1, 649, 333 Maniteba, Canad
Wisconsin Power & nght Co_. 79 §74, 062 Wisconsin...__...
North Ameriean Co., The. e veemaens 3405 | Apr. 14,1042
Biune River Power Co. 250, 214
Capital Transit Coo .. G, 210, 148
Central Terminal Co.._ ... __ G, 506, 437 Warehouse.
Champuign and Urbana (as N. A. Inactive. oo
Glen Echo Park Co., Tha. 187,169 |. Amusement park Maryland .
Hevi-Duty Electric Co_. 839, 051 - Elte_clric {urnace construe- | Wisconsin.._.
iom,
Ilinels Power Co___ooeeor oo e 127,315,717 Electrie, gas, heat, water, | inois ... ... .. ...
. , ice, transportation, bold-
ing eompany.
Kansas Eloctrie Power Co., The__ ... . e 16,000,089 | oo Elte:ctric, gas, lee, transporta- | Kansas. ... ... .. ...
iom.
871,066,783 |- Elocirie, gas, heat, water, |- oo Q0. ... . ...
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Kewanee Public Bervice Co

Missouri Power & Light Co

Montgomery Bus Line, Inc_ . eeiareaaa

MNorth Ameriean Light & Power Co____
North American U’t:hty Securitiss Corp.

St. Bernard Coal Co.._..
West Kentucky Coa[ Co.
West Kentueky Conl Co.
Ogden Cor

Ceniral Btates Power & Light Corp-.
Centra] States Utilitics Corp _____
Btandard Gas & Eleetric Co. 2

Lonisville Gas & Electric

gDa]aware)_.
Now Jersey). .

Co. (Delaware)

Louisville Gas & Electric Co. (Kentucky) and subsidi-

aries.
Market Street, Ry. Co..__

Oklahomsa Gas & Electric Co
Philadelphia Oil Co...._.
Pittsburgh & West Virginia Gas

Pittsburgh Railways Co.
Wiscousin Public Service

United T.ight & Railways Co,,

Madison (as & Electric Co
Mgzson City and Clear Lake R, R. Co.
Michigan Consalidated Gas Co....__

Michigan-W isconsin Pipe Line Co

Milwaukee Gas Light

Milwaukee Solvay Coke Co.
Washingtan Gas & Electric Co

Southern Utah Power Co

Total properiies subjeet to divestment orders 8

and subsidiaries. ...
Corp. and subsidiaries
The

2, 761, 169
20, 008, 544

11,112,150
55, 578
7,531

28,068, 703

724 691,016

101, 640, 576

93, 158, M8
77,852,711

15,377,063
915,812

122, 925, 314
N. A

41,958, 379
13,800, 152

2, 498, 703

2, 366, 829, 201

Electric, gas, heat,

Holding company ..
Investment. . __
Coal sales. .

Electric, gas._.

Railway, bus
Electrie. ...
Petroleum produci

Railways
Qas, bus.
Electrie. .

Electrie, gas
gailwa}, bus

Electrie, gas ... _..__

ice.
Transportation_ ... ...

Holding company......

Qas, holding company .

Ilinofs... ...
Missouri. . ..o

Mfaryland. - . ...............

4307 | May 20, 1843

2242
2029

June 11,1848
Aug, 81041

Okiaboma...
West Virginin and Ken-
tucky.

Kentucky, Indiana,
Ohio.

Californin_.......
Qklaboma, Arkans:
West Virginm..._

T -|2023-3180 | Aug. 5, 1941;

Dec, 15,1941

Oct. 22,146

1 Cities Serviee Co. has clected to divest itself of all its utility holdings under an aitcr:{a-

tive granted it.
? Assaets ag of Dec. 31, 1945,

1 Assets of only propcrues subject to divestment.

4 Assets as of Dec, 3

s Dollar figure com?uted on basls of 63 cents per Canadian dollar,

¢ Corporate assets
separately,

ess investment in subsidiary companies whose assets are !lsted

" Corporate assets only.

Since these asscts are largely investments in subsidiary eom-

panies, they are excluded from the aggregate amounts ordered divested.
8 I fables 18 and 19 there is a duplication of subsidiary eompanics in two holding com-

pany systemns which are affected by both sec. 11 (b) {1) and sec., 11 (b} (2) orders.

The

. aggregate amount of the duplication of assets is approxitoately $406,000,000.

Nore.—Inactlve companies with little or no assets are excluded.
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TasLe 19.—Public utility holding companies subjecl to dissolution or liquidation and subsidiaries subject to divestment under sec. 11 (b) (2)
orders outstanding as of June 30, 1948*

Total assets as of Dec. 31, 1047 ) Holding
' Com-
: : . Dany
Bystem and company Nature of business State of operation Act D"J%%?r
Individual System . release
companies totals nam-
ber**
American Power & Light Co___ .o oL 1513, 186, 897 799, 076, 282 | Holding cornpany. 3750 | Aug. 22,1042

Florida Power & Light Co_
Utilities Land Co--.---
Eansas (Gas & Electric Co____

Electric, gas...-.
Real estate..
Eleetrie. ...

¥ 144, 019, 945
906, 828

Minnesota Power & Light Co.______..___.._.._. ¥ 67,079,022 Electric, heat. . .__ Minnesota, Wisconsin_____-.

Superior Water, Light & Power Co 7,216,008 |_ Electric, gas, water.___. Wiseonsin ... ...
Montana Power Co., The . o.cee o oooaiiaeo. 132, 066, 317 Electric, gns, heat, water....| Montann_.._.________._____
Pacific Power & Ligﬁt L SR, 74, 8186, 760 Electrig, water, heat, holding | Washington, Oregon......._

R, 8. & C, Irrigation Co,, Ine__ . - occoeemoooaaeee Washington ... _____
Plke Rapids Power Co., Theeooceeeeooomecteeceaceaceee| BL962 || TnBEtEVE o mme e ema e | e e e w————
Portland Gas & Coke Co. .. -....._..... 0] Oregon, Washington. ...
Texas Utilities Co. oo o oot

Columbia Highlands Co
Limestone, Co., The._
Washington Water Power
Electric Power & Light Corp__
Arkansas Power & Light Co__ . _________

o
Elgetrie, water,

Holding company.
Elactric, gas, heat_

3750 [ Aug. 22,1042

Capital Transportation Co__. .. - -_72 777770707 : 3, 387, 467 Transportation. . :
Gantilly Development Co., Ine. ..o onia . R 1,279,923 |- Real estate . a-ceoocaceamoo.
Louisiena Power & Ldght Co. . _______.. ... .. 64, 611, 874 Electrie, gas, transportation.
Mississippl Power & Light Co_ oo 52,121,022 .| Eleetrle, gas, water, .__.____.
New Orleans Public Serviee, Ino. ... .......- 97, 725, 280 -{ Electrle, gas, transportation. A .
United Gos Corp . o iameae 163, 379, 821 Qas, hofd.lng COMpANy - ... Lgruismna. Mississippi,
X8,
Atlantie Gulf Co. . iemaun. 1,000,000 | oo Gasplpo lne. .o ooeeeeooooo.. Mississippd, Alabama, Geor-
13. Florida, South Caro-
: na.
Duval Texas Sulphur Co_.:o o ieecirans 4,981,203 |. A T
Mississippi River Fuel Corp - 27,663,816 |.. Mississi
Union Producing Co. . oocn e 127, 662,773 Ta‘[ms,
sippl.
United Gas Pipe Line Co. o 178, M3, 103 | Gas (wholesals), gasoline___.| Texas, Louisiana, Missis.

sippl, Alabama, Florida.

cLl

NOISSIWINOD FPNVHOXH NV STLLIHODES



International Hydro-Electrie System ..o oo oaamaaanas
Carinth Electric Light & Power Co_
Eastern New York Power Corp.o- oo oo oo

Natilt:;m_l Power & Light Co_. ...

New England Public SBervice Co,$
Central Muaine Power Co.__.__.

Central Vermont Poblic Bervice Corp.. oo oo .. . -
Public Service Co, of New Hampshire_ .

Indian River Co.,, The_ .. oo iiumaecncicinennaas
WéMpiseogea Lake Cotton & Woolen Manufacturing

0.
Gatinean Power Co...__.......... Aenanm e mamnm—————
Qatlpean Bus Co,, Lid____

Qatineau Electric Light Co., Ltd. e
Gatineau Transmission Co.._ oo ..
Ottawa River Development Ceo ... .. ...
Salnt John Realty Co____. .
Saint Jobn River Power Co.. .o oo
Saint John River Sterage Coo oo L

high Valley Transit Co . aooo
Allentown Bridge Co. . oo vaiareinm e een e
Easton Transit Co ... _.._._.. e emeenee

Esaston and South Bethlehoem Transportation Co....
Lehigh Valley Transportation Co. ... weaeeaia ool
Norristown Transit Co_ .o oo

Men}?his Generating Co_ .
emphis Btreet R. R. Co., Tho. om0

Cumberland Becurities Corp._
Eennebee Water Power Co_ ..o oooiiooiie e
Nepseo Applisnce Fisance CorP. oo oo oooomoamaooooae
Nepsco Berviees, Ime_________ ...
New England Pole & Treating Co__. ..o ___._.......
Eebago Improvement Co.__ . .uuwsoooooooias
Skowhegan Water Power Co___ ... . ...

Amoskeng Industries, Inc.._____
Androscoggin Reservolr Co. .o uoocioae o iaann
Merrimack Power Co.._ o ..

Penacook Electrie Light Co. .. ... ...
Profile Falls Power Co_ ... .ooom e
Properties, Ine_____..__...

€erL bnvelopment L0 T,
Sunapee DAM COorp - ..o oe oo ieeeaaen
Swans Falls Co__ ... .

See footnotes at end of table,

178, B20, 019
172,421
30, 585, 7958

140, 657
211, 667

111, 355, 006
218, 860, 092
664, 892

2,270
1, 685, 706
208, 139

5, 616, 661
2, 08

183, 357, #19

Holding company .. .ooo]osrmmomccmoc oL
Electrie .. _____. y - | MNew York_ _______________.

Elegetrie, real estate New York, New Hamp-
shire, Maine,
Water storage_ ... New YOrk. ..o
..... Q0. eomeecceneaeeoo.| New Hampshire . ....._....
Electrie, holding company.
Transpertation.._
Electrie. ...

Electric transmission.
ive ...
oo
AR, |, YO
‘Water storage_. ..
Holding company___.
Electric, transportation
Toll bridge.—.o.......-..
transportation prop- |- . O e

erty.
Trarcllspurr.ation ..............
_____ L S
Leases transportation prop-

erty.
Electric (wholesale) _......_
Transportation____.
Holding company..
Electrie, gas__...__.
Hoal estate, securities. .
Water Storage. ...
Mutual service company....
Bubsidiary servica company |
Pole treating, sales..______.__
Stream flow central-. .-
Water, rights, real estate_.._
Electrie, gas. ...
Electric, gas, transportation_
Realestafe ... ___.._.._
‘Water storage. ... _____..
Undeveloped water power
sites,

Water storage. __
Electric generation.

Maing
New Hamipshire............

Water Storage. .- ......... N

3u79

2737

July 21,1842

Aug. 23,1911

May,; 2 1841
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TABLE 19.—Public utility holding companies subject to dissolution or liguidation and subsidiaries subject to divestment under sec. 11 (B} (2)
orders oulstanding as of June 30, 1848%—Continued

Total assets as of Dec, 31, 1947 Holding
Com-
’ pany
System and company Nature of business State of operation Act ]%23%?1.
Individual System releaso
COTPOBICS tatals nums-
) ber**
NgrthteAr;Jerican Light & Power Co. (Tho North American Co. | 7$22,030, 470 260,864, 373 | Holding company. oo eiiaimes 3233 | Dee, 30,1041
Y5 .
Central Terminal Co. .o iereaan 8,508,437 | .. e Warehousa_ .. __.__......_.. Missourt. ... ...
T1inol POWEr G0 . . o oot cvmeemmmm et e am 127,315, 717 oo ceaeae oo Eleetric, gas, heat, water, | Illineds ...
ice, transportation, hold-
ing company.
Kansas Power & Light Co., The ... 271,080,783 (..o .. Electric, gas, heat, water,
ice, transportation.
Blue River Power Co., The__ o oo 250,214 | ... _._....| Electric. ..
Kansas Eleetric Power Co., The. ..o ... 16,001,089 fooecoeooas E]tec-itne gas, ice, transpor-
atiomn.
Kewance Publie Berviee Co oo v v oo oo ceemceceeeee 2,761,169 Electrie, gas. ..o ooooooo....
Missouri Power & Light Co.__ , K08, £ E]ectric, gas, heat water, [ce.
North Continent Utillties Corp_ . ____..___ 14,208,333 Holding company.......... 4888 | Nov, 15,1843
Denver Ice & Cold Storage Co,, The.._.._ * 1,635, 851 Tee, coal ... 3928 | July 11,1945
Fort Morgan Ice & Cold Storage Co W0664 | el 0..
Western Rallways Iea Co_.. 460,269 || Teeo ... .
Creat Falls Gas Co___..._.._. 1, 455,010 Gas natural. -
Great Northern Gas Oo,, Lid_ 794, 649 ;T S, .
North Bhore das Cop, (Ilinais)._..._ 9,605,355 |- oo do.._... -
B. W, Shattuck Chemical Co., The. B Refining ores__._... -
William A. Bashr Organization, Ine.__ 22,850 Service company. ...
Northern Siates Power Co. (Delaware) ..... 14,817,605 Holding eompoany.-...__.__. 6987 | Nov, 90,1046
Northern States Power Co. (Minnesota) . __..cae - _.......] 2203, 892 137 Electric, gas, heat, water,
' telephone holdlng com-
pany.
Chippewa River Power & Fibre Co_____.... ... ... __ 4,631 |oee el Ren.l estabe ...
Chippewa Valley Construetion Co_ .. ________________.| 480,851 | . . f-oo- L. (o T,
Elecirie, gas. ...

Interstate Light & Power Co.
Elizabeth Light & Power

Interstate L%It & Power Carp. (Illinols) -

Minneapolis

Mississippl and Rum River Boom Co .

Narthern States Power Ca. (Wisconsim)....eenaeeooe-

Chippews and Flambcau Tmprovement Co. . ____.
Eau Claire Dells Improvement Co.

Interstate Light & Powoer Co. éW:sconsm) .-

Saint Anthony Falls Water Power Co__._._______._.

1,177,977
700,187 |-
3, 440, 532

Electrlc. holding cmnpany_ -
Electrle ___ .. _.______
Electrle, gas . . oL .

Water power and dam site.
Water rights and lands._.._.
Elcetrie, gas, heat, hulding

cOmpany.
‘Walcr storage

-| Flectric power production._.

‘Water power and dam Blte. .

FL1
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8t. Croix Falls-Wisconsin Improvement Co_..._._.___..

3, G667, 681
5t. Croix Power Co. ... 2

United Power & Land Co_____ 861,418
FPhiladelphia Company and subsldiaries ¥ 308, 873, 203
Pittsburgh Railways Co. and subsidiaries_____._._..____.._. 93, 158, 540

Other majority owned street railway subsidiories. . 37,819,121

Total agsets of subsidiary companies 3

528,011,383 | Qas, holding company, pe-

3, 042, 000, 445

Eleetric___._._______ e

‘Wisconsin, Minnesota.___...
Eleetric power production_. .|, ... d0..o.ooeeoo R
Reul ¢state

West Virplnia, Pennsyl-

8242 | June [,1948
vunis, Kentucky, .

trojeurmn, production, rail-
way, bus {ransportation.

*The fellowing additional holding companies have been ordered to Hquidate:

" Corporate |Holding Com-
Holding company ns5ets pany Act | Dateof order
Dec, 31, 1947 | release No.
Standard Power & Light Corp__..__. N, A. 3607 | June 19,1842
TUnited Corp, The___ ... __.._____. $102, 400, 874 4478 | Aug. 14,1943

The United Corp, was ordered to recapiialize on a 1-stock basis and ceasc to bea
holding company. The status of its present subhokling companies is subject to
separate determination.

**Holding Company Act relense number is given for each holding company subject to
dissolution or liquidation under outstanding sec. 11 (b) (2) orders,

! Corporate assets only,  Sinee these assets are larpely invesiments in subsidiary eom-
panies, they are excluded from the gystem totals.

? Corporate asscts less investinents in subsidiary and affliated companies whosa assets
are Iisted separately,

8 Assets os of Dee. 31, 1944,

4 The Commission order required New England Publie Servica Co. to recapltalize on a
1-stock basis ar, at its election, to liquidate. ‘The company bas stated its inteniion to file
a plan to liquidate.

! Assets a8 of Dee. 31, 1045, :

9 Singe these assets are included in the consolldated assets of Qatineau Power Co,, they
are excluded [rom the system total, .

T Asseis as of Dec. 31, 1946, . B

! In tahles 18 and 19 there is a duplication of subsidiary companies in 2 holding eompany
systems which are affecied by both sce. 11 {b} (1) and sec. 11 (b) {2) arders. "The aggre-
gote amount of the duplieation of nssets is approximately $406,000,000.

? Consolidatest nssets less investments in Plttsburgh Rys. Co. and other mojority owned
street railway subsidiaries.
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176 SECURITIES AND EXCHANGE COMMISSION

TasLe 20.—Number of applications and declarations received and disposed of during
the fiscal year ended June 30, 1948, under the Public Utlity Holding Company
Aect of 1935

Number
Number
ending at Number
Section and deseription pin 1g Ngl;éger dlspt;sed p@::rllgslggfat
of fisca, o
year fiseal year
Secs, 2 and 3—Exemptions from provigions of the aet___ 34 17 20 31
Becs, 6 and 7—Issuanoe and sale of securities, slterations
of rights, assumptions of labillty__________ __________. 16 360 394 62
See, 10—Aequisition of securities or ather assets. 48 176 194 30
Hec. 11 (M)—Proceedings institated. ... ... ____. 62 1 H 62

Bee. 11 (e)—Plans for the slmplification of registered
holding companies or snbsidiaries thereof . .. ... . 69 12 7 74
Bee. 11 (f)—Reurganjmuon under s¢e, 77B of the Bank-

.......................................... - B RN F 3

Secs 1 1 (g) and 12 (e)—Bolicitations of consents to trans-
Bee, 12 (b) and rule U-45—Loans, extensions of credit, 21 22 29 14

dnnahons, and capital contributions to assotiate
........................................... 11 48 40 19

Sac 12 (c) and rule U-46—Payment of dividends ont of
capital or unearned surplus. ... ... 11 b8 22 10

See, 12 (¢) and rule U—42 Agquisition, refirement, and
redemption of securities by issuer. . _ .. __.______._.__ 40 48 53 35

Becs. 12 (d), 12 (), and rules U—43, U—44—S8ale of securi-
ties and utility nssets 74 201 211 64
8ec. 13—8ervice company regulation. . ______ L P 1 9

B S N 479 206 ar2 413
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TasLE 21.—Reorganization cases instiluted wnder ch, X and sec. 778 in which
the Commission filed a notice of appearance and in which the Commission actively
participaled during the fiscal year ended June 30, 1948

Part L—-DISTRIBUTION OF DEBTORS BY TYPE OF INDUSTRY

Number of

debtors Tatal assets Tota! Indebtodness
fodustry Al t P t A t P t
Princl- | Subsid-| , Amoun ereen moun ereen
H {thousands | of grand | (thousands| of grand
pel 8TY | af dollars) total of dollara) total
""" 177 7610 oes | 42124 T 0.38
4 27,278 1.56 17,301 1.52
1 91, 520 5. 26 125 4. 76
1 L, 135 .06 981 -08
3 235, 765 13.51 232,775 20.58
Canstruction and allied. .
’l‘mnsportanon and commumcntion.._ 10 5 320, 354 18.36 284, 296 26.03
Serviee oo ) I, 25, 470 1.46 16, 756 1. 54
Utﬂlt:es Light, power, and gas_ - 9 6| 1, 037 032 59.44 510,102 46,11
Other: Religious, chazitable, ete. | oo e e
Grand total ... .. _. 84 a1 1,744,674 100.00 | 1,130,548 100. 09
Part 2—DISTRIBUTION OF DEBTORS BY AMOUNT OF INDEBTEDNESS
Number of debtors Totsl indebtedness
Range of indebtedness (thousands of d_o]lnrs) Amount | Percent of
Prineipal | Subsidiaty | {thousands| grand
of dollars) total
4 7 404 0.04
5 3 1,424 .13
8 3 3,508 .31
12 4 11, 73% 1L}
[ O 17,391 1. 54
9 1 25, 586 2.26
11 43 452 3. 84
8 61,320 5.65
12 160, 438 16.84
1 1 I, 654 5.45
3 2 711,132 82.90
84 21 1,130, 548 100. 00




TanLe 22.—Reorganization proceedings in which the Commission partivipated during the fiscal year ended June 30, 1948

. . Pelition Secgr%les
' Proceedings i and Ex-
Debtor District court institnted Participa- | change Com-
B under . tion mission
Filed Approved . notice of ap-
, [ pearance fllad
Adam Bloek Corp_ ... Northern District of Ilinois _____.____. . ~ .| Nov. 28,1939 | Dec¢. 26,193¢ | Request.__.. Sept. 27,1940
Aijrcon Manuafacturing Corp.-.. .- Distrlet of Kansas... .. oo ooooooooo. d Nov. 22, 147 | Nov. 22,1947 | Motien.._..| Jan. 7,148
Allied Control Co., Ine_..__.._....._.._. Northern Distrist of Iinals_ ... .. . Sept. 26, 1948 | Sept. 30, 1946 .| Mar. 4,147
Allied Control Valve Co., Tne._______ Qet, 3,1946 | Oct.- 9 1946 - Do. -
Progress Control Co., InG. oo . e omee | oo @O im0 e do .o |..._. Ao . Do.
American Acoustics, Ine_______ District of New ersey Mar. 21,147 | May 5, 1947 || Apr. 21,1047
American Fuel & Power Co.. Eastern Distriet of Kentucky Dee. 6,1935 | Dee, 20 1935 | May L1940
Buckeye Fuel Co______.. Nov. 28 1939 Nov 28,19.39 - .
Buckeye Gas Service Co. d - Dao.
Carhreat! 88 Co ... R - - Dao.
Imland (3as Distributing Co_. R Dao.
American Bilver Corp.___..... "May 6§, 1048 do._._.. May 11,1948
Agsociated Gas & Eleetric Co. .. Jan. 10,1040 | Jan. 10 1940 | Motion.. ... Jan. 15, 1940
Associated Gas & Eleetric Corp_ ... |0 oo do .| ____ do______. d I Do.
Bankers Building, Ime. _______._. . 21,1943 | Oct. 6,143 do._..... Cet. 19,1043
Barlum Realty Co_.___ . 17,1843 | Dec. 14,1943 | Request._. .. Do,
Bellavue-Stratford Co__________ Eastern Distriet of Pennsylvamu, . 30,1036 | Get. 3i, 1936 d _| Feb. 24,1939
Brand’s Restaurant Contrel Corp... Bouthern District of New Yorikc._..._..| Ch. X_._.______| Aug, 2,1938 | Aug. 10,1939 | Motlon...._. Aug. 30,1039
Broadway Exchange Corp.. oo oo oomoe oo i [ 1 U USRI DRSS . 9,1842 | Apr. 90,1042 | Request.. __| Apr. 11,1942
Broadway Garage, Ime_._____.__..___.._._.._....___........| Southern District of Ohio_______.__._..2|..__. . 26,1046 | Apr, 26,1946 | Motion..___ June 24,1946
Calumet & South Ch:c%o Railway Co........._o.......| Northern District of Tlinois._.__._._..__|..._ 20, 1944 | Sept. 18, 1944 do Oct. 20,1944
Central States Electric Corp. ... Eastern I)lsirict of Vlrniniﬂ. ,,,,,,,,,,, . 20,1942 | Feb, 27,1942 Mar, 11, 1942
Cenwest Corp....._..._.... Southern Dstrict of New York.. 17,1842 | Apr. 3.19%42 Mar. 21,1042
Ghicago Clty Rallway Co__ Northern District of Ilinois. ... d, . 27,1930 | Sept. 18,1544 Oct. 20,1944
Chicago Railways Coo o s d . 15,1038 | _____ do__.._. Do.
Chlcago & West Towns Railways, Ine. ..ol L S I 30, 1947 | Juby 11,1947 July 24,1947
Chllds Co.ooene ey e L -| Southern District of Mew York ... ... |.._._ . 26, 1943 | Aug, 27,1643 Ang. 28,1043
Congnss and Senate Co_. .| Eugtern District of Missouri ____.____.__|.._.. . 20,1944 | Nov, 20 1944 Jan. 31,1845
Cosma Records, Ine_..____._. Eastern Dlsmct, of New York.__ e . 27, 1847 | Jan. '27 197 Jan. 30, 1947
Cosmopo]n,au Records, INC. .. .oceee o ieeae e |eea o e R E, L D do Do, .
Automatie Industries, Ine.. ... ...l : _do Do,
Dorbank Co(r}p ............................... N ds Dao.
Diversey Hotel Corp___._.__. May 20 1947 Request__ June 13,1047
Iriversified Roynlties of Ametica. Qo 4,1840 | Oct, 7 1940 | Motjon. . Nov. 12, 1940
Diversified Royalties, Ltd.. ... .. . oo 0[O | [ TN PO [ £ T PO Do. .
Drake Stadinm & Fleld House Corp. Southern District of Towa____ Dee. 27, 1947-| Dee. 27, 1947 Feb, 16,1948
Eostern Building Corp....._._.._. Bout,hern District of New York May 3,1843 | May 20, 143 May 21,1845
£0 John Street Corp... veedo N _ Sept. 14,1945 | Sept. 14,1945 Qct. 85,1045
Embassy Co________________. Eastcrn District of Missouri...._..____..|..... Nov. 20,1044 | Nov, 20,1944 Feb. 7,1045
Equitable Ofﬂce Building Cerp.. Botthern District of New York R .| Apr, '10,1841 | Apr, 10,1841 Apr. 14,141
Federal Facilities Realty Trust_ . o .ceeee .. Norihern Distriet of Illinois.._._ ...l See. 77~]3 ______ Dec, 26,1934 | Apr, 25,1935 Oct. 29,1040

8.1
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Franklin Bullding Co._ .. _._............
Adolf Gobel, Inc.
Gramott Co
Hotel Martln Co. of Utica. ...
Hotels Malestic, Ing
Industrial Office Bu
Inland Gas Corpocoooo oo
Internationel Minin: Miiiing Co. .
Mourt Gaines Mining Co. ...
Internationat Power Securities Corp .
Internationgl Railway Co_...._.___
Isham Garden Apartments..._.
Kellett Aireraft Corp._.._..___
Kentucky Fuel Gas Corp
Keystone Realty Holding Co..
Kimbark Manor Realty Trust ...
Lorraine Castle Apartments Building Corp.
Lower Broadway 'raperties, Ine__.___.__
Midland United Co
Midland Utilities Co.
Midwest Athletic Club______.__.
Moorkend Knitting Co. ...
Natignal Realty Trust_ ... __
Nevitle Istand Glaqs Co., Inc...
1934 Realty Corp... ... .. ..
Northwest Curolina Utilities Co.
P. R, Holding Corp. oo
Philadelphm & “ estern Railway Co.
Fitisburgh Railways Co_ ...
Pitrshurgh Motor Coach Co.
Pittsburgh Terminal Coal Corp_ ...
Pittsburgh Terminal YWerehouse &
Plankinten Building Co_ .. ... ... ... ...
Polar Frosted Foods, Ino...__....
Portland Electric Power Co__....
Pratis Fresh Frozen Foods, Inc..
Pratts Disteibutors, Inc.__.__
Quaker City Cold Storage Co_...
K. A, Security Holding, Inc_ ... ..
Realty Associstes Securlties Corp._
Espade Realty Corp.........
Savannah-Sabula Bridge Co_ .
Bilesian American Corp......
Sponsor Realty Co. ...
32-36 North State Street Building Corp_.
32 West Randolph Corp.._._________
422 Eighth Avenue Corp__...........
Trinity Buildings Corp. of New York._____.

Boe footnote at end of tabls.

Eastern District of Wisconsin. ____.._.__
Southcrn District of New York

Norlhern District of New York
Eastern District of Pennsylvani
District of New Jerse
Eastern District of Kentucky.
DlSLI‘lct of Nevada__.._..__
Distrlct of New Jersey.. .
Western District of New York.
Southern Distrie of New York .
Eastern District of Pennsylvanla,
Eastern District of Kentueky ...
Western Distriet of Pennsylvania. -
Northcm District of Ihnots.___
Soul.hern Dristrict of \fcw York
D:smcr. of Delaware__
l\ornhcrn Distriot of Hlinais .
Mliddle District of Pennsylvanla
Northern District of Ilinois......
Western DHstriet of Peansylvania. -
Southern District of New York_ .

Xastern Districl of Pennsylvania
Weséern District of Pennsylvania__
0.

sir. ¥

Egstern District Gf Wisconsin. .
Western District of Washington. .
Distriet of Oregon oo
District of New Jersey -

Enstern Tristrict of Pem‘lsy va

Eastern District of New York__
..... o_-__.....,,,,.....

Sepl,
Mgr.
June
Oct,
Qct.
Oct.

June
do

June
d

Dec.

Ju]y
Apr,
Tuly
May
..... do
Dee.

Tec,
June
May
Apr,
Apr.
May
Lee,
May

Sept. 28

hlar,
May
July
July
k‘[nr.
pr.
Dec.
Ian,

5, FAT
29, 1941
1, 1946
6, 1935
30,1936
31047
14, 1935
29, 1930

4,1930
10,1043
25, 1040

May 5, 1047
Sept. 30, 1941
Mar,
June 16, 1935
Oct. 31,1936
Oct. 2, 1947
Nav. 1,1935
.Tunté 20, 1939

. 20, 104%
May 5 1942
Nov. 24, 1942
.Tuu((‘,i 9, 1934

July B 1942
Mgy 21,1942
July 31934
May('l 10, 1938
Jon,  2,1940
Dee. 1(}, 1943
June 27,1540

Moy 23,1947 |-

Apr, 3,1930
Apr. 13,148

py 17,1948
ifeb, 13,1942
July 31,1942
Sept, 28,1043
Mar, 20,1944
Muay 25, HH6
July 29,1941
Alar. 1§, 1943
Apr. 24, 1944

Dee, 4,1946
Jan. 18,1945

4. 1048 |

. 18,1947

1, 1841
. 21,1946
June 24,1939

. 10,1947
, 28,1939

7,1930
o,

Mar. 31041
Aug.
Apr.
Dec,

a.
Jan. 21,1M47
Aug. 06,1941
Oct, 29,1040
Mar. 17,1948
Jan.  8,1641
Mar. 3,1943
May 21,1942
Dree. 17,1940

.Inn1 4,1939
Jan. [i 1940
Jan. 6,144

July m,1940
Tune 19,1547
Apr. 16,1932
Ma}]’)‘ZQ,]Q&S

D,
Jan, 28,1042
May 22,1942
Ocl. 4,1943
Apr. 19,1944
July 5,146
Aup. 1,181
Sept. 25, 142
June 7,193
May 20, 1946
Dec. 18, 1945
Feb. 19,1945

. 28,1942 .
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TasLE 22.—Reorganizalion proceedings in which the Commission participated during the fiscal year ended June 30, 1548—Continued

, Petition Secgrgies .
Progeedings . and Ex-
Debtor District court instituted Patriucan- change Com.-
under i on mission
Filed Approved notice of ap-
' ' pearance flled
263 West 48th Street Corp. . _..._________.___._.____| Southern District of New York________ | Ch. X..______ Dec. 26,1940 | Mar. 5 1945 | Motion..___. Jun. 29,1641
United States Realty &.Improvement Co_ .. .. . . | o 800 e Feh. 1,1944 | Feb. 1,1544 | Request. Feb., 7,1944
Vaon Renssclaer Estates, Ine .o ________ _| July 12,1935 | July 12,1835 | Metion. July 22,1941
Van 8weringen Corp.- Oct. 13,1936 | Oct. 51936 |...__ do__ Jun. 23, 140
Cleveland Terminal Bulldings Co. - - - n o0 LI e LTI do ... |o.odo oL ool do__ Do.
Wado Park Manor Corp.__-l...o........_. .| Jung 25 147 | June 30, 1947 ... do__ July 28,1947
Warner Sugar Corp.__.__ June 7,1940 [ July 99,1940 | Request.___| July 15,1940
Washlngton Gas & Electric Co Sept. 20, 1941 Sept. 29,1941 | Molion. . __ Oct, 141941
Westover, Ine_.__.._. Mar, 18,1943 | DMar. 24,1943 |- do__ Mar. 24, 1943
Wilkes Barre Railways C Ju]y 1,1942 3 [--ee- July 13,1943
Wilkes-Barre Rallway Do,
Wilkes-Barre T'rackless ‘Trolley Co____ Tdo.
Wyoming Valley Autobus Co_.._...... Da,
Wyoming Valley Public Service Co.... Din.
Windsor Wilson Liquidation Trust_ ... -| Northern District of Hlinols.. . -...da. _| Mar. 18, May 28, 1941 | Roquest.___| June 12, 1841
York Rallways Co_ .o See. 77-B. . Nov, 30,1937 | Nov. 30,1937 | Motion. .___| Jan, 5, 1943

Eastern District of Mew York _.___.__.__

1 *Request’ denotes partieipstion at the request of the
proceedings,

colirt; "'motlon’ refers to participation upen spproval by the court of the Commission's motion to pa}ticipaw in the
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TaBLE 28.—Stalistical summaery of all cases instituted by the Commission under the
Securities Act of 1933, the Securities Exchange Act of 1984, the Public Ulilily
Holding Company Act of 1935, the Investment Company Act of 1840, and lhe
Investment Advisers Act of 1940

Total Total Tatal
_ Cases Cases | Cases in- Cases
rniay | dose® | pending | pending | stituted | 885 | closed
"Types of cases uptoend |uptoend| Btend 3}" end | during | Sy, | during
orinas | of 1o | of1048 | of 1947 1648 toag” [ 194a
Asenl Ascal fiscal fiscal flzeal fisca) fAseal
year yegr Year yoar ¥ear vear Feur
Actions to enjoin violations of
the 8bove BEES .o v e maene 520 508 17 22 20 42 25
Actions to enforce subpenas
under the Securities Act and
the Securities Exchange Act.. 49 15 4 1 5 6 2
Actions to earry cut voluntary
plans to comply with section
11 (b of the Holding Com-
pany Ack.. . .-ooeoooooooooo- G5 52 13 16 12 27 14
Miscellaneous actions. .- ...... 12 10 2 3 [ 3 1
Totals. . corem e 646 610 36 41 37 7] 42

TanLE 24.—Siatisitcal summary of oll

cases insiiluied against the Commission,
cases in which the Commission pariicipaled as inlervenor or omicus curice, and
reorganizalion cases on appeal under ch. X in which the Commission participated—
pending during the fiscal year ended June 30, 1948

Total Total Total
3 Cages Cases | Casesin Cases
gasesIns | Sate% | pending | pending ! stituted pgﬁlﬁ cloged
Types of cases up toend |up toend | Btend | stend | during | Sg,.p, ¢ | during
P o tgaa | of1es | of1b47 | 148 Toage | 1048
figeal fAseal fscal Aseal fiscal fscal fiseal
yonr year yoar year year year year
Actlons to enjoin enforcement
of Securities Act, Sceurities
Exchange Act, snd Public
Utility Holding Company
Act, with the excepiion of
subpenas issued by the Com- .
mission_ __._. e smmmmaaaas 64 64 13 0 1] 1] 0
Actions to enjoin enforcement !
of or compliance - with sub-
penas issued by the Commis-
3 1 Y 8 8 L] 0 G o 0
Patitions tor review of Com- ’ .
mission's orders by cireuit
courts of appesls under the
warious acts sdministered by
the Commission. ... ... 142 134 2 13 10 23 15
Miseellaneons actions ageinst :
the Commission or officers of
the Commission and eases in
which the Coemmisston par-
ticipated as intervenor or
amicus curise. _ .. ______ 112 2] 18 ‘18 10 10
Appeal cases under ¢h. X in .
which the Cormmission par-
ticipated .. _____ 02 89 3 10 13 20
Total . oo 418 380 2 4 3 74 45
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TABLE 25, —Injunctive proceedings brought by Commission, under the Securities Act of 1938, the Securilies FExchangs Act of 1934, the Public
Utitity Holding Company Act of 1935, the Investment Company Act of 1940, and the Investment Advisers Act of 1940, which were pending

during the fiscal year ended June 30, 1948

Number : -
Nome of prineipal defendant |3 defend.f Ynited Sé'g}lﬁ Distriet
ants
Aldred Investment Trust_. ... ... B | Massachusetts. .._.... ]
Ameriean Silver Corpooo.oomenn. 3 | Southern District of
California.
American Soil Products Co., Inc.. 2 SDIEIthem District of
ew York
Atlas Investment Co., Tne.______ 3 Vﬁwm Dlstrlct of
Banner, Ben Clinton..____.____. 1 Nc.:iglhern Dmtrict of
'eXAS.
J. E. Burmeister & Co., Ine. ... 3 | Middle District of
Tennesses.
W. W. Connell, Ino...__.____..... 2 \Torthem Distriet of
Corliss, Elmer J_ . ooveeomaaes b Southern District of
Florida,
Derryberry, Jobn. ... 1| Western District of
Lonisiana.
Dixieland Petroleum Corp........ 3 | Southern Distirict of
New York.
Downs, Amos V... 1| Colorado._......_.__
Engloeerad Production, Ing._ ... ... 2 | Northern Distrlet of
Oklahoma,
Fidelity Ageney, Tne. ... 6 | Colerado_. ...
Fyra-Myst,Inc..___.._._.._...... 4 | Northern Distriet of
io,
Haynes, W, Geoffrey. ..., 1 | Enstern Distriet of
FPennsylvania,
Hirseh, Chos. B . _____ 17 | Northern District of
Chlo.
Butler, Joseph G, TIL._._........ B
Young, Ledlis W.__._..____.___. 1i }"”d” """""""""

Alleged viclations

Status of case

Sec. 36, Investment Company
Act of 1040,

Secs. 5 (a) (1> and (2), 1933 act._
See, 17 (o) (3}, 1923 act . ...,

Sec:_? (1[))(1)] 15 (a) 15 (e} {1), and
fecs e 11, (3, and (3, 1033

Sec. ?{a) 1033 uct. secs. 15 (a},
¢),

Be&s 5 (B) 17 (a) 1), (2, and

Sees. 5 (a) and 17 (a), 1933 act. ..

Sec. § {(a), 1933 act; sec. 16 (a),
1934

Soc. 6 (8), 193380t . ___—wreuu._--

Sec. 5(a) (1),1933aet ... _____
See. 5(a), 193380t oo ..___..

Sees. 17 (8) (1), {2}, and (3), 1933

act.
Sec. 5 (), 1933 act ...

8ces. 5 {8} and 17 {a), 1933 act. ..

Bec. T{c) (1) andreg, T, 1034 act__

Judgment Juna 19, 1946, directing receivers to liguidate and
distribute aasets of Aldrod Investment Trust. Aflirmed
sub nom Beiley v, Proclor (180 F, {2d) 78); certiorarl de-
nicd {331 U, 8. 834). Distrlct court ordered debentures
paid with premium (76 F 614). Reversed sub
nom Bailey v. Minsch (168 (2d} 635). Ponding.

Pendiog,

Injunction by consent Sept, 8, 1947.  Cloged.
Injunction by consent June 24, 1948. Pending.

Action on motion for preliminary injunction held in abey-
ange. Pending.
Injunetion by consent Juno 27, 1847.  Closad.

Temporary restrainlog order entered Aung. 27, 1947, In-
junetion by consent Nov, 10, 1847. - Closed.
Injunction by consent Mar, 4, }948. Closed.

Injunction by consent May 4, 1948. Pending.

Injunetion by consent against Dixieland Petroleum Corp.
and Frances F, Siratton, Mar. 26, 1048. Panding as to
James F. Stratton, Pending.

Injunetion by consent Mar. 9, 1948. Closed.

Injunction by consent June 9, 1948, Pending.

Injunction by consenmt JYan, 4, 1944, a5 to 4 defendants.
Pending a% to Ervin.
Injunction by consent Oct. 7, 1947. Closed,

Injunction by consent Jan. 12, 1948, Closed.

Companion actlons to enjoin viclations of margin and
special cash necount provislons of regulation T.

Final injunction against 8, T. Jackson & Co., Nov. 18, 1045,
Final injunctlon ngainst Rlehard C. Brown and First
Mahoning Co., Oct, 21, 1946, Action dismissed against
remalning del‘endanl:s, Aug 18, 1847. Closed,

ZsI
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W.F. Howey Co_._________._..__.

LeDone, Joseph ¥ o ...
Light, Wofsey & Benesch, Imc____

Lu.g:ky Fridey Extension Mining
0.

McQuistion, Vietar. ... ...
Metropelitan Mines Corp., Lid__

Michel, Edmand . ..o, ...

Montague, Touls A_______________
Okin, Samuel. _______,_. e

Petroleum Royalty Corp

Petroleum Southwest Corp....._.
Pilot Silver-Lead Mines, Ine___._.

Raymond, Bliss, Inc.
Slocan Charleston Mining C

"

id,
Sound Clities Gas and 0il Co., Inc.

Sterling, Ine_. ... ..
Todd, Frank Payson.._.___......

Transamerica Corp

bt

Sonthern District of
Florida.

Southern Distriet of
New York.
Maryland

Eastern Dlstnct of
Washingi

Bouthern l.)[stnct of
New York,
Eastern.  District of
Washinglon.

Northern Distelet of
1llingis.

Colorado.__........__

Bouthern Distriet of
New York,

Morthern Distriet of
Texas.

Washington,
Massachusetts. .. ____.
Western  District of

Washington,

Southern District of
New York.
Massachusetts. ...

Delaware ... ...

Moy 16, 1944

Jan. 13, 1047
July 3, 1M7

Mar. 18, 148
4, 1947
June 27, 147

Apr.

June 11,1048

Mar. 5,1947
Oct.  4,1044

July 18,1047

July 7, 1047
June 3, 1948

Sspt. 24,1948
June 6, 1947

Oct. 10, 1M5

Jan. 13, 1947
Naov, 14, 1946
Apr. 16,1946

Secs 15 (e) (1}, and (3}, 20 (b},
4 act,

Beo. 5 (a) (1) and (2), 1933 act__.
Ser. 14 (a), reg. X-14, 1934 act___

Sce. 5 (a), 1833 act; secs. 13 (a),
14 (a), 16 {a), and 20 (c), 1934

net.
Sevs. & {a) and 17 (), 1933 act._ .
See. 5 (n), 1933 aet__.___________

Sue, 14 (a}, 1934 act; sec. 12 (e),
1935 act.

Sue, 5 {9y (1) and (2, 1933 act.__.

Secs. 10 (b) and 15 {¢) (1), 1434 uet
See, b (a), 1933 80t oo

Soc. 208 (2), Investment Advis-
ers Act of 1

Sec.t14 (a) and reg. X-14, 1934
ae

Supreme Court on May 27, 1946, reversed ruling of CCA-5
which had afirmed district eourt roling denying an
injunction. Petition for rehesring denled Oct. 14, 1946,
Pending.

Injunction by consent Apr. 11, 1347. Closed.

Preliminary injunction entered July 15, 1947, Compluint
%r:]ld preliminary injunction dismissed Apr. 7, 1948,
osed.
Prlt_‘a‘hmmary injunction sgainst ell defendants Mar. 30, 1948,
ending.
Preliminary injunction May 16, 1947,
consent Aug. 12, 1947, Closed.
Injunction by consent July 18, 1947.

Final judgment by
Closed.

Injunction by consent June 30, 1843, Pending.

Complaint dismissed Aug. 25, 1947. Closed.

Action to restrain defendant from exercising proxies solie-
ited by him. Prelhininary injunction granted Oet. 11,
1944, Testraining defendant {rom use of proxies obtained
in violation of law and reguilations of the Commission.
Defendant’s time to answer cxtended to Dec. 27, 1945
Pending.

Injunction by consent July 18, 1947, Closed.

Injunction by coasent July 7, 1947. Clozed.

Preliminary injunction entered June L1, 1948, against 4
defendants. Pending.

Injunction by consent Sept. 12, 1847. Closed.

Injunetion by coasent June 7, 1847, Closed.

Action to onjoin sale of cil and gas interests in violation of
the registration provisions of the 1833 act. Casp con-
tinued until Aug, 5,.1948. Pending.

Injunction by consent Apr. 11, 1947. Clesed.

Final judgment by comsent Nov, 14, 1046, Defondant
moved to vacate eonsent judgment. Pending.

Actlon to enjoin viglation of repulation X-14 by failing to
present 'a stockholder's proposals te the security holders
of Transamerica Corp. Final judzment granting plain-
tilf’s mation for summm&y judgment in part and denying
defendant’s motion for dismissal Sept. 9, 1946, Appeals
wers taken by the defendant and the Commission. Judg-
ment of district court affirmed in part and modifled in
part. Potition for writ of eertiorari denled Jan. 5, 1948.
Case remanded to district court, Proceedings dismissed
Apr. 20, 1848, Closed,
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TaBLE 26.—Injunctive proceedings brought by Commission, under the Securities Aet of 1933, the Securities Exchange Act of 1934, the Public
Utility Holding Company Act of 1935, the Investment Company Act of 1940, and the Investment Adyisers Act of 1940, which were pending
during the fiscal year ended June 30, 1948—Continued )

Number ; P st
Name of principal defendant  |of ggl;e??d- United %gfﬁ’.st District pﬁ'};égtérffd Alleged violatlons Status of case
Vi(r}xdlcat.or Silver Lead Mining 3 W%teziln District of | Mar, 13, 1947 | 8cc. § (s} {1) sud (2), 1933 act.__| Injunction by consent Apr. 18, 1847. Closad.
Q. - ashington, .
‘Waber, John, d/b/a Weber Grain 1 | Northern District of | Feb. 4,1948 | 8ee. 5 (8) (1), 1933 act_.__._____.| Injunction by consent Mar. 26, 1948, Closed,
- Ca. snd John Weber & Co. Texas. .
‘Wimer, Nye A ... _.__. 1| Western Districe of | Oct. 29,1947 | Secs. 5 (a) (1}, (2) and 17 (a) (2}, | Temporary restraining order eniered Oct, 29, 1947, Pre-
Pennsylvania. 1933 act. liminary infunction entered Nov. 18, 1947. Defendant's
) . glot(ilqn to dismiss complaint denled Mar. 3, 1048,
. ending.
Wix, Ernest T, . ... 4 | Northern Disirict of | Oct. 18,1944 | Sees. § (o) and 17 (2), 1833 act____| Action to cnjoin defendants from selling undivided Interests
Tllinois. in oil and gas leases, Final injunction by conscnt as to
Martin, Bhekleton, and Von Martinitz, Dec. 1, 1944,
Hearing on motion for preliminary injunction as to Wix
', pending. Pending,
Wood, Owen A., d/bfafFlorlda 1 | Northern District of | Sept. 4,146 |.____ L1 PP Order granting defendant's motion for summary jidgment
- Winter Garden Farms, Florida, . and dismissing case May 12, 1947, Closed.
York, Willard Harefs. . .._....._. Western District of | Mar. 18,1947 | Beg, 15 (¢) {1), 1034 aet._________ Action disraissed a5 most July 31, 1047. Closed.

Texas,
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TArLE 26.—Indictments returned for violation of the acts administered by the Commission, the Mail-Fraud Statute (sec. 338, tille 18, _U: 8. C),
and other related Federal statutes (where the Commission look part in the investigation end development of the case) which were pending during

the 1948 fiscal year

Nunber P ot e
. United States Distriet | Indictment
1 -
Name of principal defendant of gzeli"esnd Court Teturned Charges Status of case
Allen, James A. {Lucky Friday 3 | Eastern Distriect of | May 6, 1848 | Sec. 17 (a), 1933 act; secs. 88 and | Pénding.
Extension Mining Co.) Washington. 338, title 18, U. 8. C. .
American Cone and Pretzel Co_._ 2 | Eastern District of | Apr. 30,1947 | Sec. 10 (b}, rule X-10 B-5, 1934 { Defendant Schumsker deceased. Indictment nelle prossed
Pennsylvania. act; see, 338, title 18, U, 5, C. as to both defendants, Jan. 13, 1948,
Aungustine, Arthur L. ___ 1 | Northern District of | May 26,1948 | Bec 17 (a), 1933 net; sec. 338, title | Defendant plended guilty and was senteaced on June 8,
Iows. 18, U. 5. C, 1948, to 3 years’ imprisonment.
Baker, Henry L. ___._____.__ 1 | Southern District of | Mar. 25,1939 | Secs. 17 (a) {1} and {3}, 1933 net; | Defendant not apprehended. Pending.
California. sec, 338, title 18, U. &. C. )
Bauer, Eehneth Leo_ o ceonrn--- 3 | District of New Jersey_| Mar. 24, 1M8 | Bec. 17 (a) (1), 1933act_...._..._..| Bauer pleaded guilty on Apr. 12, 1648, and was sentenced to
1 year and 1 day imprisonment. Dawes and Del Tufo
- - pleaded not guilty, Pending. .
Beal,Jobn H. . .. __.._.... . 1 | Northern Disirlet of | Mar, 18,1947 | Sec. 17 (a) (1}, 1933 act; sec, 338, | Defendant convicted on all counts of indietment on Jung 4,
California. title 18, . B. C. 1948, and received a cobeurrent sentence of § years im-
prisonment. Motion for new irial denfed,
Boyer, Jamea F__________..______. 2 | Southern Distriet of | Feb. 23,1945 | Sec. 17 (a) (1), 1933 act; secs, 88 | Defendant Boyer regorwd deceased. Reining found guilty
Florida. and 338, title 18, U. B. C. on all counts on May 1, 1047, and sentenced to 6 years
imprisonment. Oa Apr. 20, 1048, OCA-5 affirmed judg-
B mext on 4 counrts and reversed on 2 counts. Defendants
sentence reduced from & to 4 years. Petition by de-
fendant for rehearing and stay of mandote filed May 10,
. . 148, Pending,
Broadley, Albert E. (Hudson Se- 5 | Western District of | July 17,1047 | Becs. 5 (a) (1}, (2) and 17 (a) (1), | Pending. .
curities). New York. lgSSUath: %ec:a 88 and 338, title -
. 18, U. 8. C,
Bronson, Edmond B, {(Bagdad 8 | Southern District of | Mar. 8,1039 | Secs. 5 (a) (1), and (2) and 17 (a) | 5 defendants previpusly convicted and ! acquitted. Case
Copper Caorp.). New York. {1), 1933 act; secs. 88 and 338, dismissed as te [ and pending as to Thomas, who was
. . title 18, U. B. C. granted severance.
Cactus Qi1 Co., Incoovvaau.-. F. 3| Delaware. ... Jan. 21,1048 | Becs, 6 () and 17 (1) (1}, 1832 | All defendants pieaded not guilty. Iefendants Anderson
i aet; seo. 338, title 18, U, 8, C. and Husson each posted bonds of $1,000.
Danziger, Tacob Marris {Trinidad 6 | Southern District of | Dee. 30,1641 | Sees. 5 (a) (2) and 17 (a) (1}, 1433 | 4 defendants previously convicted and sentenced. Cenvie-
International Petroleum, Lid.). California. act; secs. 88 and 338, title 18, tion of 1danziger was affirmed on Apr. 23, 1947, hy CCA-9
. U, 8. C. and reversed as to Weke Development Go. and Trinidad
International Petroleum, Lid., on jurizdictional grounds.
Danziger’s petition {or certiorari denied Oct. 13, 1947, and
- s - Petition for writ of habeas corpus denied March 1948,
ndictment previously dismissed as to Callahan and

Beo l’ootnoﬁ: at end of table;

Wright.
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TanLe 26.—Indictmenis. relurned for viclation of the acts administered by the Commission, the Mail-Fraud Statute (sec. 388, title 18, U. 8. C),

and other related Federel statutes (where the Commission took
the 1948 fiseal year—Continued

part in the investigation and development of the case) which were pending during

Number : o
Mame of principal defendant @ |of ggrtesnd- United S(%gﬂzrst District mrgggﬁg‘gt‘ Charges Status of case
Dennlson, Bennett S. (Boulder 1 | Southern District of | Jan. 11,1948 | See, 17 (a), 1833 act; sec. 338, title | Dennison found guilty on both indictments and sentenced
Trust Co.). California, 18, U, 3, C, to 5 years prohation on first indictment and 8 months im-
DO e | — doo e [+ 1+ TR R {5 T N prisonment and § years probation on second indictment,
DeFalma, Albert Edward (A. E. 1 | Northern District of | Jane 11,1947 | Sees. 6 (a) (1) and (2) and 17 (s} | DePalma spprehended Dac. 17, 1947 and released on $50,000
DePaling & Cal), Ohio. S), 1933 act; sec. 338, title 18, bond pending hiz erraignment on Jan, 26, 1048, Failed
.8.C. , to appear in Court on that date and he {2 presently a fugi-
. ) ) : tive, Ponding.
Diaz, Gabriel (Plaquemines Eand 13 | Eastern Distriet of | Sept. 4,1042 | See, 17 (a) (1), 1933 act; ahd see. | 9 delendants cenvicted and sentenced to terms ranging from
Ca.). Louisiana. . 338, title 18, U, 5. C., bycarsend 1 day to8 yvears. CCA-5affirmed convictions
) 5P, 2 eeicdo o Nov. 61042 | Sec, 338, eitle 18, U, 8, Q_. . _._ July 10, 1946. Certlorari denied Oct. 28, 1946, Manzella
B - reported deceased. Pending as te Bryce, Keiler, and
Addler on the first indfciment. Second indictment nolle
' prossed a3 to beth defendants on May 28, 1948.
Douglass, Preston ¥ _____________ 1 [ Northern Distriet of { May 23,1947 | Secs. 17 (a) {1) and (2), 1933 act; | Defendant convicted on 10 counts of the indictment cn
Tllineis, ' sec, 338, Litle 18, U, S, C. Mar, 18, 1948, and sentenced to 3 years imprisonment. 1
mail fraud count dismissed,
Epsgtein, Alfred (Pleiffer Brewing 3 | Eastern District of | June 7,1946 | Sec. 338, title 18, U. B. C.___.._. All defendants found guilty on May 15, 1848. Motion for
Con.). Michigan, new trial denied. On July 8, 1948, all defendants were
sentenced, Epstein received o concurrent sentence of
- 3 years on 2 counts and fined $2,000. Epps was sentenced
to 3 years on 2 counts and 2 years on 2 other counts, to be
served concurrenily, and was fined $4,000. Smith re-
ceived a concurrent sentence of 18 months on 2 counts
1 and w]as Bned $2,000. All defendants have flled notice of
appesl.
Freeman, Mark A. (Consolidated 13 | Northern District of | Feb, 26,1943 | Secs.B8and 338, title 18, U, 8. C .| 7 dlt]z}):ndnnts previously convicted and sentencsd, 2 ac-
Associates, Ing.), Iinois, . quitted, 2 dismissed and 1 deceased, On Apr. 15, 1048,
CCA-7 affirmed conviction of Freeman, Petition for
. writ of certiorar] iled by Freeman on Juno 16, 1048,
Glant, Willlam J . . __.ieeeao o 3 | Northern District of | Feb, 17,1048 | Becs. 241 and 242, title 18, U. 8. C.| All defendants pleaded not guilty., Glunt reported de-
Ohig, ccased on Apr. 10, 1948. On July 23, 1948, an order of
abaterment was antered as 10 Glunt and & nolle prosse
) entered as to the remaining defendants.
Grayson, Stanley (Stanley Gray- Southern District of | July 20,1945 | See. 17 (a) (1}, 1033 net; secs. B8 | 3 defendants previously pleaded guilty and were sentenced.

son L0,

New York.

and 338, title 18, U. 8. C.

Convietion and sentence of remaining defendant, Gray-
son, was reversed for certain irial errors and a new trial
ordered by COA-2Z on Mar, 4, 1948. On June 4, 1048,
«upon retrial, Grayson pleaded gullty and was sentenced
to a year and & day imprisonmeni and 3 years' probation.
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Haynes, Melvan D. (Benners

Owens & Co.).

Heider, Theodore P. (American
Trusteed Funds, Inc.).

Hildebrand, Glen Jeromo (Hilde-
brand-Osborne & Co.).

Hill, Edward M___ . _..__.___.

Eells, Robert H, (National Ref-
erence Library Corp.).

Enowles, Noel H, (LaSalle Ye¢l-
lowknife Mines, Ltd.).

Low, Harry (Trenton Valley

Tistillers Carp.).
Matrtin, Clarence Everett.........

E, M. McLean & Co. (Devon
Go!d Mines, Ltd.).

See footnots at end of table,

Py
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-

~ 2

Eastern District of
Michigan,

Bouthern District of
New York,

Enstcrn Distriet of
Michigan,

Southern District of
Illinois.

Norﬁ?ilern District of
0.
District of Columbia__

Eastern  Distriet of
New York,

Eastern Disiriet of
Michigan.

Northern Distrlet of
Ilinois.

Eastern Distriet of
Michigan.

Oct. 19,1936

June 10, 1041

Juna 9,1845

May
Feh.

21, 14D

16,1943
Oct. 11,1046

Feb.
Feh.

3, 1930
27, 148

Sees. 17 (a) (1) and (2}, 1933 act;
secs, 88 and 338, title 18, U. 8. C.

Sec. 24, 1933 act; sec. 88, title 18,

Bog, 88 and 338, title 18, TU. 5 C.

See. 17 {a) (1), 1033 m:t sec. 338,
title 18, U. 501 and eonspir-
acy to vmlate these statutes,

Bec. 15 (a)

Becs. 6 (a) (1) :md (2) 1933 act,

and ¢onspiracy to violate this

statute.

Becs. 15 (o) (1), 8 {e), and 17 (a),
034 act; secs, 88 and 338, titke
18, U. 8. C,

Becs. 88 and 338, title 18, U. 8. O

Bee, 17 (u), 1933 act; sec. 338,
title 18, U. 5. C.

Sees. B (a) (1) and {2) and 17 (a)
1), 1833 act; see, 338, title I8,

Bee. 17 (a) (1), 1833 act; sce. 338,
title 18 . C.

Sec. 10 (b] and rule X-10B-5,
934 aet; sec. 338, iitle 18

U.B.C
8ec. 15 (a), 1934 8ct. oo

Sees. 5 (a) (1) and (2), 1933 act;
seq. 88, title 18, U. S, C.

Becs. 17 (a) (1) and (2), 1933 ach;
.Scecs B8 and 338, titlo 18, U. g

6 defendants have been previously convicted. Indictment
nolle prassed as to Brooks on Nov, 29, 1046, Pending as to
Fraing, the remalning defendant.

2 defendants were previously convicted under hoth in-
dietments and 1 defendant way convicted under the
first indistment and nolle prossed as to the second indict-
ment, Nolle prosse entered Oct. 17, 1844, as to Auslander
?nc:i ont Feb. 13, 1847, a3 to Maurad, the remaining de-

endants,

Herck pleaded not guilty on Feb, 13, 1042, and posted
37,000 bond. Remaining defendants are(ugltlves. Pend-
ing as to all defendants.

Hildebrand pleaded guilty and on Mar. 19,106, was placed
on S-year prebution, on the condition that restitution be
made in the amount of $3,000. Frank was fennd euilty
on June 21, 1848, and placed on probation for § years and
ordered to make restitution in the amount of $1,600.
Case pending ns to the remaining defendant Hildebrand-
Osborne &

11 defendants have been convieted nnd sentenced.  Pend-
ing a5 to Gould, who bas not boun apprebended.

1 defendani previously found purilty and fined. Indict-
ﬁe%ﬁulle prossed as to 3 remaining defendants Oct,

3 .

2 defendants plended not ruilty on June 21,1948, Knowles”
ball et at $25,000. Newson released upon his own re-
cognizance. Pending,

Case pending a5 to Low and Haridie, who are fugitives,

Defendant pleaded not guilty on Apr, 15, 1948, Pending.

Case pending as to first indictment. Xaalman and Nidite
wore convieted alter trinl o second and third ind{etment.
Kaufman's conviction affirmed on appeal by CCA-6 on
July 14, 1847. Certiorari dertied Mar. 15, 18, Kaul-
man's sentenee reduced from 7 years and $l 000 fine to 2
years on May 10, 1948. Lowis pleaded guilt.y to 1 count
in the second and third indlettnents and was fined.
Pending gs to 9 persons aud firms, remaining defendants,
on the second and third indietments.
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TABLE 26.—Indictments returned for violation of the acts administered by the Commission, the Moil-Fraud Statute (sec, 338, title 18, U. 8. C.),
and other relaied Federal statules (where the Commission took part in the investigation and development of the case) which were ;pendwy during
the 1848 fiscal year—Continued

Number ; - N
- United States District | Indictment
Name of principal defendant ! jof ggftesnd- Court returned Charges Status of casc
Monjar, Hugh B. (The Mantle 5 | District of Delaware .| May 25, 1842| Sec. 17 {a} {1), 1933 pet; secs. 88| 11 defendents previously convicted and sentenced, 3 a
Club). and 338, title 18, U s quitted and case dismlssed as to 1, Indictment nolle
L T 12 . Ao Sept. 22, 1942 Consp:racy to violate sec. 338, rossed as to Martin on July 6, 1043, and dismissed as to
| title 18, U. 8. C. ones on Nov. 6, 1947, the remaining defendants.
Mogre, Lloyd T. (Fitsum Mining 3| Montana............ . June 18, 1943 | Sees. & (a) (1) and {2) and 17 (a} i Indictment dismissed as to Coilier snd Treicher on Mar.
Co.). (})I. 933 act; sgcs. 88 and 338, %3 }jﬁ:g Pending as to Moore, who has not been appre-
title 18, ended.
Mulvaney, Thomas P. (M. & L. 6 | Southern District of | Oct. 31,1545 Sec 17 (o {1), 1933 a6t oo ._... 4 defendants proviously convicted and sentenced, on
0il Sy‘ndlm te). OWa, socond indictment. First indictment dismissed as to
............................ 5 |oeeoodoooooo.o.o-.| Nov. 27,1048 | Sec. 17 {a) (1), 1833 act; sec. 338, these defendants, Sentence of Lennon reduced from §
title 18, U, §.¢. vears to 4% years. Both indictments dismissed a9 io
[ Doherty, the remaining defendont.
Neely, Thomas A ._.....__.... 1 | Northern Distriet of | Aug. 19,1946 | Becs. 5 (a) (1) and (2) and 17 {(a), | Neely found guilty and sentenced to 3 years on Feh. 10,
Illinois, . 1633 aect; sec. 88, title 18, T, 1848. Notice of appeal filed, Pending.
0« 1]..... do._. . ... . ... Novw, 2516 . _do. oo \ooiooaoiaoaa .
Namec, F. E. (Ronacele Engineer- 7 | Eastern Disr.rict of | Jan. 18, 1948 Sec. 17 (a), 1833 act; secs. 88 and | All delendants pleaded not, guiity. Reetor withdrew hig
Ing Co., Ttd.). Washington, 338, title 18, U. 8. C. not puilty ples and 8lcaded guilty to conspiracy count
at opening of frial.  On July 2, 1948, Nemec and Dawson
were found guilty of Seeurities Aet, Majl Frand, snd
- conspiracy violations. Richardson and Clarke con-
victed on the conspiracy count. Carpem:ar and Schwartz,
the remaining defendants in the conspiracy count, wero
acquitted. On July 3, 1948, the following sentences were
imposed: Nemee, total of 4 years imprisonment; Diwson,
18 months ¢oneurrent sentence; Reotor 3 year sentenco
suspended and 1glmmd on probation; Clorke, 3 months
él;n(]):ﬂr&'sonment; ichardson, 3 years probation and fined
O'Koefe, Wallace Rice.__..__...__ 1 W‘i?tegnmgmstnct of | June 23,1648 | Secs, 5 (8) and 17 (a}, 1933 act._.| Defendant pleaded not guilty on Junc 28, 1948, Pending.
a3
Plagket, Chrester B ___..__________ 1 Westem District of | Apr. 1,1948 Sectll'.’l(a) é!)élgss act; sec, 333, | Defendant apprehended and posted §1,500 bend. Pend-
. title ing.
FPoynter, Aubrey M__.___________ 1 District of Loulsiana. | Apr. 23,1047 | Sec. 17, 1933 act; see, 338, title | Court fixed bond of $6,000 for Aubrey M. Poynter on hoth
. 18, U s C. indictments and 33,000 bond for each of the remaining
. defendants, Goland entered & plea of nole contendere.
Other defendants pieaded not guilty. FPending.
1 | District of Kansag . __ Mar, 9,1845 | Bees. 5 (a) (2) and 17 (a}, 1833 | Price apprehended and posted $10,000 bond. Motion to

Price, Eldridge 8. . o cvceniaeeoans

act; soc, 338, title 18, U, 8, C,

quash indicitmwent denied.  Pending.
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Rubrecht, Charles J, (MeLaugh-
lin, MacAfee & Co.).

Behuh, Herman Lo ...

Taylor, Ellis R. (Taylor Washing
Machine Cao.}.

Thomle, Mapgnus G. (Nevada-
Silver Dyke Tungstun Co.).
Thurman, Arthur G ...

Turmner, Wells E__________.__...._

‘Windt, Albert B, (Tonopah Gipsy
Mining Co.).

Western District of
Pennsylvania.

Eastern District of
Virginia.

Nurthem Distriet of
Minojs.

Massachusetts, .. ..

District of
chusetts.

Massa-
Western Dlstrict of
Wisconsin

Northern Distriet of
California.

Sept,

July

Aug.

Jan,

Jaz.

July

July

18, 1940

5, 1945

28, 1046

16, 1947

19, 1939

22, 1047

30, 1947

Sec. 10 {b) snd rule X-10B-§,-
1934 taé:t; sec., 338, r.itie_ 18,

Sec, 338, title 18, U. 8. C._____._

See. 10 (b) and rule X10-B-5,
1934 %et., sec., 338, title 18,

Sccxs 17 (a) (1), 5{a) (1) and (2),
1933 act; sec. 338, title 18,
8.0,
Sec. 17 () (2), 1933 act; secs. BR
and 338, title 18, U, 5. C.

Sec. 10 {b) and rule X-10B-§,
1934 act; sec. 338, title 18,
U.8 C,

Becs. 9 (a) {1} and (2), 1934 act;
sec. 88, title 18, U. 8. C.

All defendants pleaded not guilty., Motion to disimiss

indictment denied. Nolle grossu eniered on June 17,
188, as to Qluni, who bad dled. Pending as to the
remaining defendants,

All counts nolle prossed as to both defundants on Dee, 2,

1947,
Defendant pleaded not guilty. Pending.

Both defendants found guilty, Thomls sentenced to 1
vear and 1 day imprisonment, Lynch sentenced to 1
year and 1 day and fined $1,000, sentence suspended and
defendant placed on 2-year probation,

2 defendants previously. convicted and sentenced. Case
pending ag to Thurman, whose real name 1s George M.
Baunders, a fugitive.

Defendant pleaded guilty snd was sentenced to 2 years
imprisonment on Qet. 10, 1947. Sentence suspended
and defendant placed on 3-Year probation.

Defendants found guilty on Mar, 22, 1048, and sentenced
on Mar. 26, 1848. Windt sentenced to 6 months im-
prisonment ‘and fined $1,000, Klarman sentenced to 1
¥ear imprisonment, sentence suspended, and placed on
probation for 1 year.

t Parenthetieal reference is to name under which Investigation was carried prior to indictment.
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TaABLE 27— Pelilions for review of orders of Commission under the Securities Act of 1933, the Securities Exchange Act of 1984, the Public Utility
Holding Company Act of 1936, and the Investment Company Act of 1940, pending in circudl courls of appeals during the fiscal year ended

June 30, 1948

Initlating

. United States Cirenit ioat N
Petitloner Court of Appeals papers flled Commission action appealed from and status of ease

Auerbach, Eli (Electric Bond & Shara Co.).] Second.......________. Mar, 26,1948 | Order of Feb. 27, 1948, awarding $2,000 to Israel Beckhardt, petitioner, for sorvices. Motion by
Commission to dismliss for lack of jurisdjction. Pending, L.

Chenery Corp., Federal Water & Gas Corp.| Court of Appeals for | Mar. 22,1945 | Decwsion of Feb. 7, 1945, under see. 11 (e} of 1935 act, limiting management participation in

the Distriet of Co- rearganization plun.  Court of Acppmls reversed Cemmission’s order Feb. 4, 1246, Supreme
lumbia. Court reversed judgement of C, C. A, June 23, 1047, Petition of Federal Water & Gas Corp.
for rehearing denied Oct. 13,1947, Order entered Dec. 12, 1947, by court of appeals on mandate
%fl Sugmme Court directing that order of the Commission issued Feb. 7, 1945, be afirmed.

oged.

Crooker, Conrad W__________.__.___.. ... Firsto Apr. 30,1947 | Petition Jor review of Commission's order of Apr. 28, 10847, accelerating effective date of regis-
tration statement of Burrillville Rucing Association dismissed May 23, 1047. Petition for
rehearing filed June 5, 1947, and denied June 9, 1947, Closed, )

Eastern Utilitics Assooiates. . ... ... .| do_._.._.__ _| May 26,147 | Order of May 15, 1847, denying petitioner’s motion to amend the notlee of and order for hearing
issued Mar. 25, 1947, Petition made to provide that the hearings be held in Boston, Mass.,
the principal place of petltioner's business. On June I3, 1847, the petition for review was

. e dismissed for jack of jurisdiction. Closed, L
Engineers Puhblic Serviee Co. ... Court of Appeals for | Nov. 14, 1842 | Orders of Sept. 16, 1942, and Oct. 6, 1942, under see. i1 (b) (1) of the 1935 act reguiring divestment
the District of Co- of certnin Engineer's praperties and interests. Constitutionality and construction of “other
lumbia, businesses’ clauses of sce. 11 éb) (1} ehallenged. Decision of Court of Appeals renudered Nov,
22, 1843, {148 ¥. (2) 836). Commission and Engineers both petitioned for certiorari. Both
pelitions granted (322 U, 8. 723). Judgment vacated and petition for review dismissed
‘ as moot on Dec. 16, 1947, Closed.

Hughes, Arleen W, d/b/a E. W. Hughes |.__.__ L« Apr. 29,1948 | Order of Apr. 1, 1848, revoking the registration of E, W. FHughes & Coe. as a broker and dealer

& Co. under see. 15(h) of the 1934 act. Pending. . i

Lann, Joseph F___ . il ]eeas [« L Dec, 30,1946 | Orders of Sept. 16, 1946 and Nov, G, 1946, revoking the registration of M. 8. Wien & Co.
as a broker and dealer tndor sec. 15 {b) of the 193¢act. Petition for review dismissed pursuant
to stipulntion filed Nov, 16, 1847,  Closed. )

Lewis, Franels J__ ... _....__ Seventh__... ... Fob, 28,108 | Order of Dec. 30, 1847, entered in connection with sec. 11 {e) proceedings under the 1835 act in
the matter of United Light & Railways Co. and American Light & Traction Co., et 8l, Casp
transferred to Court of Appeals for the Eighth Cirenit. United Light & Esilways Co. and
American Light & Traction Co. ted lesve to intervene. Pending. .

MeCarthy, W, Robert_ .o oouoeooooo. Thitd .o Dee. 1,147 | Order of Nov, 19, 1547, suthorizing the interim Anancing necessary for commencement, of & mge
line by subsldiaries of American Light & Traction Co, provided for in a sec. 11 {e) plan filed by
United Light & Railway Co. and Ameriean Light & Traction Co. under the 1933 act. Orders
entered Dec. §, 1947, granted motions of United Light & Railway Co. and American Light &
Traction Co. for leave to intervene in apposition o petition for review and Franeis J. Lewis
for leave Lo intervene in supgort of petition for review.  Petition for stay denjed Dee. 5, 1047,
Petition for review dismissed pursuant to stipulation, Feb. 20,1948, Closed.

Norris & Hirshberg, Ine.....occocenoovone. Court of Appeals for | Apr. 29,1946 | Order revoking broker-dealer registration for violation of the antifraud provisions of the Securf-

}.he gl)ismct. of Ca- ties Act of 1933 and the Securities Exchange Act of 1934, Pending.
wnbla,
Northern States Power Co. (Delaware) ....| TRIrda.-uccmeancoocoen Jan. 6,1947 | Order of Nov. 8, 1946, directing the termination of the existence of Northern Btaies Power Co.

Mar. 28,1947

(Delaware), and order denying s rebearing, The 2 petitions for review were consolidated.
Orders alirmed Dec. 1, 1847, Closed.
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8amnel Okin {Electric Bond & Share Co.,
Electric Power & Light Corp., and
United Gas Corp.).

Bamuel Okin (Electric Bond & Share Co.)..

Panhandle Eastern Pipe Line Co. ...

Philadelphia Co__vmemmmeeoocococeas

Phillips, Randolph ____.____.___...________

South Carelina Public Service Authority..
Btandard Gas & Electric Co. -

Standard Gas & Electric Co., Standard
i Power & Light Corp,

Turner, Henry A oo -

Esther Vogel (Northern New England Co.,
MNew England Publie 8ervice Co.}

Court of Appeals for
the Distriet of
Columbia.

Court of Appeals for
the District of

Columbia,
_____ L) SR,
Seecond. .. oL

Sept, 20, 1944

Oct. 8§, 1046

Feb, 28,1048

Mar. 22,1947

Feli, 26,1047

May 22,1948
July 20,1847

Nov, 6, 1047

Nov, 21,1947

Bept. 2, 1M7

Order of Sept. 7, 1944, approving reorganization plan under see. 11 {e) of 1835 act of United Gns
Corp. Commission sought dismissal on ground that order approving sec. 11 (¢) plan may not
he reviewed by court of a%peals where plan is subject to district court enforcement, Petition
for review dismissed (145 F. (2d) 208). On June 18, 1946, writ of certiorari granted, limited to
question whether that part of Commission’s order which licensed Bond & Share’s use of
procends ean be reviewed only under sce. 24 {6) of 1935 act, Judgment vacated and cause
remanded for that purpose (85 Sup. Ct. 1560). Subseruently, upon Comimission’s motion,
CCA entered an order vaeating the earlier order of dismissal and reinstating the petition for
review to the limited extent that it involved an appesl from that portion of Commission’s
order relating to Bond & Share’s use of proceeds from reorganization plan (Jan. 15, 1847).
Petltion to review dismissed May 10, 1948, pursuant to stipulation. losed.

Orders, both dated Sept. 6, 1946, approving Bond & Share’s plan II-A under secs. 11 (b) (2) and
{e) of the 1935 act, with regard to the retirement of Bond & Share’s preferred stocks. Order
entered Mar. 31, 1947, summarily affirming Commission’s order pertaining to the elimination
of the Bond & Share preferred hut not affecting the status of the appeal frem the other erder.
Motion for an order to dismiss petition for review filed May 12, 1947, Petition dismissed
June 16, 1947, Closed. - .

Qrders of Nov. 18, 1047, Dee. 30, 1847, and Jan. 6, 1048, in connection with see. 11 (¢) proceedings
under the 1935 act in the matter of United Taght & Railways Co. snd Americap Light &
Traction Co., et al. United Light & Railways Co. and American Light & Traction Co.
granted leave to intervene. Pending.

Amend ment to rule U—49 (¢} under the 1935 act adepted by the Commission effective Feb, 28,
1947, Mation of the Commission to dismiss petition for review for lack of jurisdiction denied
and petitioner’s motion for stay granted Oct. 8, 1947. Commission's motion to modily stay
denied Nov. 4, 1947. Petition to the Supreme Gourt for review of cireuit cowrt orders of Oct.
8, 1047, and Nov. 4, 1847, denied Feb. 2, 1848, Pending,

Pstition for review of alleged Cominission orders, dated Feb. 7, 1947, and Feb, 26, 1947, e 1 pro-
posal by United Corp, that it be permitted to submit to ids comimon stockholders for their
approval a proposal to change the business of United Corp. to that of an investment come
pany. Application for stay denied from bench, Mar. 3, 1947, Pending. .

Order of Mar, 25, 1148, in connection with proceedines under sec. 11 (e) of the 1935 act in the
matter of Commonwealth & Southern Corp. Pending,

Order of July 23, 1847, which donied the motion of Standard to vacate Commission's order of
May 20, 1947, entered pursusnt to sees. 11 (a), 18 (a) and 18 (b) of 1935 act, and for stay of
%roceedinga. Order of ‘Aug. 6, 1947, denicd motion of petiticner to siay proceedings before the

ommissien. Petition for review dismissed on Jan. 26, 1948, pursuant tostipulation. Closed.

Orders of the Commission dated Oct, 30, 1947, and Nov. 12, 1947, pursuani to the 1835 act.
Request for a stay denied. 1 petition for review dismissed as moot Nov. 17, 1047, Stipu-
l(gfiondﬂlcd dismissing other petition and supplemental petition for review June 18, 1948.

losed, s

Order of Nov. 19, 1947, approving amended plan of reorganization of Ameriean & Forefgn Fower
Co. under tho 1935 act. Motion of the Commission to disiiss petition for review granted
Mar. 18,1948, Closed. .

Peotition of Tsther Vogel, et al., comamon stockhalders of Northern New England Co., to review
that part of the Commission’s ordel of June 27, 1947, whigh allowed [or canceliation of the
Prior Lien stock, as part of New England Publice Service Co.’s simplification under the 1935
act. Petition withdrawn Qct, 3, 1947, pursuait to Stipulation, €Closed. )
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TABLE 27.—Petitions for review of orders of Commission under the Securities Act of 1938, the Securities Bxchange Act of 1934, the Public Utility
and the Invesiment Company Acl of 1940, pending in circust courls of appeats during the fiscal year ended

Holding Company Act of 1935,
June 30, 1948—Continued-

Petitioner ' U“&ﬁfg?ﬁggfsun e  Commission action appealed from and status of case
‘Washington Rallway & ElectricCo__..___.. Court of Appeals for | June 12,1942 | On Ape. 14, 1842, the Commission, under see, 11 {h) of the 1935 aot, ordered Norih Amorin.f\ﬁ Co.

the District of Co-
lumbia,

to divest itself of its interest In certain subsidinries, including petitioners, and ordered peti-
tloners to divest themselves of cortain subsidiaries, Worth American filed petitlon for review
in second eircuit and pelitioners-filad petition for review In Court of Appeals for the D istrict
‘of Oplumbia. On Aug. 8, 1942, Commisslon filed transeript of record in second cirenit, To
avold review of order by 2 courts, Commisslon, on Aug. 20, 1942, fled motion to dismiss
petition In Court of Appeals for the District of Columbia. On Qat. 7, 1942, metion to dismiss
denied and order stayed pending dispositlon of North Amerienn's petition, Order entered
Jan. 4, 1947, suspending farther groeeedings to July 3, 1947, at which time petition to review
was dismissed lo necordance with agroement. Closed.

TaBLE 28.—Contempt proceedings pending during the fiscal year ended June 30, 1948

CIVIL CONTEMFPT PROCEEDINGS

United Ytates Initiating
Principal defendants fe?:lfdggt.s District Conrt papets filed Status of Case
Artemisa Mines, Ltd., and Oliver 0. Een- 2| ArZonA, ..o Juno 28,1943 | Order Nov, 15, 1943, adjudping Oliver §. Kendall, president of Artemisa Mines,
dall. ' Ltd., an Arizona corporation, in contempt for failure to comply with order of court
dated May 18, 1943, requiring the eorporation to produces eertain documents nnd
papers. Defendant Kendall presently out of the United States. Pending.
The Penfleld Co. of Callfornla. . ..., 1 Jan. 24,1945 | Order Feb. B, 1845, dirceling A. W. Young, secretary-treasurer of Penfield Co. of

Bouthern District of
California,

Calilornia, to show cause why on order should not. ba Issued holding him in cons
tempi of court for fallure to comply with order dated June 1, 1943, Young ap-
peared on Feb, 26, 1045, On July 2, 1945, an order was entered adjudging Young
incontempt and fining him $50. On Sept. 13, 1945, order entered by CCA-9 deny-
ing Commission's application for leave to file petition for writ of mandamus against
district caur;({'udge. On Sopt. 26, 1945, notics of appeal from order of July 2,
1045, was filed by Commission to CCA-8. On June 25, 1946, an opinion was

* rendered reversing the order and remanding the case to the district gourt foran
order requiring Young's imprisonment to compel his ohedianca to the order to pro-
duce the documrents in question, Petition for writ of certiorari granted Nov. 18,
1846. Supreme Court affirmed circuit court Judgment Mar. 31, 1947, and re-
mandred case to the distriet court. Petition for rehearing denied May 5, 1947, Rec-
ords were produced June 2, 1947, Order entered Sept. 8, 1047, discharging A. W.
Young from contempt order. Clased. - .
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TaBLE 29.—Cases in which the Commission participated as inlervenor or as amicus curiae, pending during the fiscal year ended June 30, 1948

Name of case

Court

Brief filed

- Nature and status of case

Acke\r p. Schulte

Arcidia v, Fusaro

Awburn Sovings Bank v, Fortland R. R.

Co.

U, 8. District Court
(Bouthetn District of
New York)

Buprema Judicial Court of
aine.

Mar. B, 147 ..

Notyet flled. . _._ucevaeen-

June 25, 19046 ___________.

Aclions br‘ought. Feh. 6, 1945, by individual stockholders for damages resulting
from alleged violations of sces. § and i0 (b) of the Securitics Exchange Act of
1034 and rule X-10B-5 thereunder. Delendants seek to require plaintiffs to
flle underteking for costs including eounsel fees basing their claim for seelrity
on a provision of sec. 9 (e} of the act. On Mar. 8, 1947, the Commission flled o
mermorandui as amieis eitriae contending that plaintiﬂ’s cannot be required
to furnish an undertaking for costs in o suit under sce. 1 (b), and as to sec.
9 (e) that the provision therein fer an undertaking for eosts shonld not be so
constried as in effect to nullify opportunity for relicf where ¢laim has meris
and js filed in goed faith, Defendants’ motions for security for costs denjed
May 26, 1947. Pending.

Complning filed demanding judgments u.gamst defendanis of eertain spacified
amounts, and charging violations of the Securities Act of 1933, the Sceurities
Exchange Act of 1934, and the Investment Advisers Act of 1940. Pending.

Stockholders’ suit filed Feb, 3, 1945, collsterally atincked a Dec, 19, 1944, order
of Commission under sce, 11 {¢) of the Public Utility Holding Company Act
ol 1935 approving plan for liquidation and dissolution of defendant, a statutory
subsidiary of Ccutrul Maine Pewer Co.  On June 23, 1945, Commission filed
bricf as amicus curize noting subsequent filing {on Feb. 16, 1946) of petition
for review of Commission’s order fx CCA-1, and taking puslt,mn that, under
the act, n State court lacks jurisdiction to ¢ éom or sct asxdc transactions In-
volved, or to issue decres inconsistent with Commmission’s order. Judgment
was rendered for plaintiff in g comparatively small amount and plaintiff ap-
pealed. Appenl pending,

f

LH0dAE TVANNY HINTTLINO0L -

Lt

€61



TasLE 20.—Cases in which the Commisgion participated as inlervenor or as amicus curie, pending during the fiscal year ended June 30,

1948—Continued
Name of casa Cowrt Brlef filed Nature and status of case
Austrion and Butcher ar Trusfees of Central | U. 8.  Distrlet Court | Nov. 8, 1045; Nov. 4, 1846; | Trusiees of debtor Central States Eleetric Corp., appointed by district court

States Electric Corp, v. Harrison Williams,

Beckhardt v. Natlonal Power & Light Co___

Berkey & Goy Furniture Co. v, Wigmore. ..

-(Southem District of
Now York).

U. 8 Oourt of Appeals
(Second Cireuit).

U. 8. Distriot Oourt
{Bouthern Distriot of
New.York), . =

Apr. 10, 1047; Nov, 5,
194

Nov. &, 1047 oo

July 15, 1947 oo oo

in Virginia pursuant 1o ch. X of the Bankruptey Act, brought suit in New
York Federal court to recover from defendants who, as oflicers, directors,
controlhng stockholder of debtor and in other eapacities, hod allegedly
defrauded and otherwise wronged the corporstion. Action was instivuted
following investigation by trustees under Bankruptey Act und pursuant te
orderof ch. X court. Noallegation of diversity of citizenship or relinnee there-
an was made to establish jurisdiction. Defendants moved te dismiss on
grounds thut (1) Federal court in New York lacked jurisdiction and (2) eause
of action was barred by New York State statute of limitation. Commission
filed memoranda gs amieus euriae In opposition to defendant’s metions for
dismissal and summary judgment taking position that jurisdiction was con-
ferred upon court by Bankruptey Act and sec. 24 (1) of Judicial Code, that
State statute of lim:tations was noti appliceble, and that such actinn is not
barred until after discovery of causes of action which have been fraudulently
concealed by defendants.  Distriet court disinissed eomplaint, holding that it
had na jurisdiction, As to statute of limitations, court stated it would have
denied motion on this ground because issucs of fact would have to be deter-
mined before legal questions conld be decided, Notice of uppeal by trustees
to CCA-2 ftled June 19, 1946, Bricefl filed by Commission as nmicus curiae
Nov, 4, 1946, Opinion rendered Dec. 10, 1{46, reversing distriet court and
holding thai Trusices have right to bring suit in Federal court on g jurisdic-
tion found in the Bankruptey Act. Petition for writ of certiorari filed Jan.
4, 1947, and granied Feb. 10, 1847, Commission filed briel as amicus curige
Apr. 10, 1947, On June 18, 1847, the Supreme Court aflirmed the court of
appeals decision. On Nov. 5, 1847, Commission flled briel as amicus curine
in oppesition te defendant’s second motion for dismissal, On July & 1048
the district court denied defendant’s motion, without prejudice to renewal
before trial Judge.

Action for ressonable value of plaintiff®s services in abtaining.n mtore advan-
tageous settlement for defendant of certain intercompany elaims in connec-
tlon with a voluntary plan filed under the Publi¢ Utility Holding Company
Act of 1935, 'The distriet court entered o stay order pending flnal determina-
tion by the Commission of plaintiff's claim for compensation. Plaintiff
appeated, Commission fAled briel a8 amieus eurise in support of district
court's order. Appeal dismissed Nav, 20, 1947. Closed.

Aetlon against a former direstor of plaintiff pursuant to sec, 16 (b) of the Se-

curities Fxchange Act of 1934 1o recover short-swing profits reslized by de-
fendant from certaln transactions while a director. Constititutionality of
see, 16 (b) was challenged., Commission appeared as nmicus curiae July
15, 1947. On Angust 27, 1947, an ortder was entered granting plaintiff juda-
ment in the sum of $74,148.60, plus Interest, and costs, Closed,
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Claughton v. Missouri-Konsas-Tezas Rail-
road Co,

Continental Bank and Trust Co., of New
¥York v, The Firgt National Petroleum
Truat (Sadie L. Aberson, e ol., Inier-
veNErs),

Firgt National Petroleum Trust v, Old Na-
tional Bank of Franaville

Dederick, auing on behalf of himacelf and all
other atackhaldcrn Q{North American Light
& Power Co. v, The North Amerfenn Co,
end North American Lipht & FPower Co.

Dowmning v. Howard__ . eoveemaoa .

Doyle v, MO o oo e e

U. 8. District Court
(Southern Distriet of
Florlda}.

8. District Court
(Rhode Island).

U. 8. Court of Appeals
{First Circuit).

U, 8. District Conrt
(Southern District of
New York), -

8.7 Court of Appeals
(Thlrd Circuit).

U. B. Distrlet Courk
(Southern Disteiet of
New York).

Action instifuted Apr, 4,
1946, but, no brief ﬂ.led
3. E. C. listed as party
defendant,
July 16, 1945 Sept. 27,
1945.

Aug. 8, 1042 ...

May 20,1047 .

Dec. 9, 1946 .o oniaaannnuas

Action for a declaratory judgment to determine the liabulity of an insider pur-
suant to sec, 16 (b) of the Becurities Exchange Act of 1834, Pending.

Action by indenture trustee o recover accumulated overdue interest, De-
fense predicated on indenture provision patterned upon sec, 316 (a) (l) af
the Trust Izdenture Act of 1939. Judgment for plaintiff, Mar, 2, 1946, Ap-

eal filed Aug, 12, 1946. Case settled and judgment of district cotirt vacated,
ung 28, 1948. G]Dse(l.

Derivative suit Instituted in October 1841 to have the North Amerlcan Co.
deelared agent and trustee of it subsidiary, Light & Power, in the acquisition
by former of debentures and preferred stack of its subsidiary st prices below
prineipal amount and liquidation value; to compe] parent to sell and subsid-
jary to reacquire stock at their eost price to parent; and for an aegounting.
Light & Power moved for dismissal of action, Gommission Bled brief as
amicns curiae (in support of dismissal) to show that Commission has primary
jurisdiction to hear and determine the issues, and why court should not take
jurisdiction thereof, On Mar, 8, 1940, ihe GCommission had instituted pro-
ceedings under sec, 11 %) of the Public Utility Holding Company Act of
1935 with respect. to I\ American and subsidiaries, ineluding Light &
Power.  On Dece, 2, 1941, the Compmission had instituted proceedings under
sec. 11 (b) {2) of the aet with respect to Light & Power, On Dee, 30, i941, the
Commission ordersd winding up of Light & Power. Motionto dismiss denied
Jun, 12, 1943, on ground that complaint dees not seek liquidation of Light &
Power, but action is stayed until determination of the proceadings before the
Commission.  Pending.

Derivativestockholder’s action on behalf of the United Corp., agalnst s number
of defendants stating (wa causes of action predicated upon violatlons of sec.
4 (s of the Publie Utility Holding Company Act of 1835. Dismussed by
district court. Plaintiff appesled to circuit court as to whether or not g pri-
vate cause of action is available for a violation of sec. 4, no basls having been
shown [or & determination that & private cause of action is unavailahle under
all the sections of the act, The cir¢uit court aflirmed the judgment of the
district court June 24, 1947. Petition {or writ of certiororl was flled Bept. 23,
1947, und denied Nov. 10, 1947. Closed.

Action by a stockholder of o reglstered Investment compony to set aside the
results of a stockholders’ vote on the ground of alleged violation of the Com-
missicn's proxy rules and for other relief. Violation of certain standards of
the Investinent Company Act was alsa charged. The Commission filed a
briel amicus curiae, Compleint dismissed Apr. 3, 1947, except us to a cause
of action charging waste by the corporate mauagemcnt. "Am order wagentered
an gs“mgl‘ 1938, by consent, dismissing and discontinuing the action, without
costs, osed.
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TaBLE 20.—Cases in which the Commiesion participated as inlervenor or a8 amicus curiae, pending during the fiscal year ended June 30,

1948—Continued

Name of case

Court

Brief filed

Nature and status of case

Dunbacher v, American Cilies Power &

Light Corp.

Gratz v, Claughton. - oo P

Grossman and Temin (L. A, Young Spring

& Wire Corp.) v, Young,

INinois-lowe Power Co. v. North American

Light & Power €,

Hardon v. National Qupsum Co

1. 8. Distriet Court (South-
ern Distriet of New
York).

TU. 8. District Court (Dls-
trict_; of Delaware),

U. 8. District Conrt (East-
ern District of Penn-
sylvania).

Mar. 2,148 ____ ..

May20, 146 ...

Aug. 268, 1948______.. .. ___

Feb. 13, 143 (motion to
intervene),

Oct. 22,1946 ... .

Action instituted against corparation for injunction and damages in the distrlet
court. At the time this action was filed, plsintiff also made a motion for
temporary injunction. Commission filed & siatement as amicus curiae Mar.
2, 1948, regarding the motion for temporary njunction, The plaintift sought
to restrain sn offer by the corporation to purchase its own oulstanding com-
mon stock at asset value through the use of portfolic securities and cash on
the ground that the purchase was not in the interest of & corporation but
solely to enable its parent corporation, Central States Electric Corp., to obisin
4 greater percentage of stock of the company for its own tox advantage. The
Commission's statement indicated that in its opinion the transaction was fair
ahd reasonable and in the best Interests of seeurity holders of both corpora-
tions. The motion for temporary injunction was denied by the district court
and an appeal was taken to the cireuit court. The appeal was heard Mar. 3,
1948, At the time of the argument on the sppeal from the denisl of the motion,
the Commisslon’s atement filed in the district court was submitted to the
eircuit conrt judges. The cireuit court then affirteed the denfal, Pending,

8Suit under see. 16 (b) of the Securlties Exchange Act of 1934 to recover profits
from short-term irading in securities by sn insider. Defendant mowed o
dismiss for improper venue, Commission filed s memorandum in suppart of
venue as lald. On Apr. 2, 1947, court denled motion to dismiss. OnJune 15,
1948, defendant fAled an application for approval by the special master of a
proposa] for settlement and disposition of sction. The Commission filed an
answer June 21, 148, Pending,

Suit under see. 16 (b) of the Becurities Exchange Act of 1934 to recever profits
Irom short-term trading in securitles by an insider. T'he distriet conrt denfed
defendant’s motion to dismiss, raade on the ground that venue was improperly
laid and that the court lacked Jurlsdiction. Deferdant then moved to dismiss
on the grounds that the statute of limitation barred the action and that the
corporation bad not been given the opportunity to institute the smit. This
motion to dismiss was denied July 3, 1947, Pending, !

Suit against plaintiff’s parent alleging overreaching by parent, Commission
moved for leave to intervene and for stay, on ground, inter alis, that sec. 11
proceedings pending before it under the Public Utility Holding Company
Act of 1835 with respect to Light & Pewer involved the same partics and same
clalm and would dispose of issues in case. Irntervention permitted and stay
granted Aung. 27, 1943, Order entered May 28, 1947, approving settlement
and providing for entry of subsequent order of dismissal upon consummation
of settlement. Closed.

Private action founded on alleged violations of sec. 18 {k) of the Securities Ex-
change Act of 1934 and rule X-10B-5 thereunder. The Comimission filed as
amicus curlae taking the position that such sctlon for damages resulting from
a violation ol sec, 10 (b) and rule X-10R-5 is maintainable by application of
the general common law rules and under the express provisions of sec. 20 (b)
of the act, Motions to dismiss denied Dec. 2, 1948, Argument set for July
15, 1847, On Sept. 9, 1847, a decree was entered directing defendants to pro-
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Koagan v, Schulle

SI——68r—I63ETE

Leiman v, Guitman (Pitsburgh Terminal

Coal, In Re).

AMiller v. Halo ..o oo

U. 8. District Court (Souths
ernt District of New
York),

_____ do

Bupreme CourtoftheState
of New York; U, 8, 8u-
preme Court,

T. 8. District Court (East-
ern Dvislon of Pennsyl-
vania).

No brief filed. ... .........

Mar, 1545 Apr. 16, 1045_, .

Nov. 20, 1947, ._.__

June 7, M8 ...

duce all records covering the transactions under question, und appointing a
special master.  On Jan. 2, 1948, an order was entered directing defendants to
file an account in debit and eredit form und to afford plaintifis opportunity to
inspect the books and records. Pending.

Suit brought May 15, 1945, under sec, 16 (b) of the Securities Exchange Act of
1934 in behalf of Park & Tilford, Ine,, to recover profits realized from short-
term irading in securities by insiders.  Notice of motion fur summary judg-
ment filed by Kogan on Qct. 16, 1843. Motion submitted Oct. 30, 945, by
Plaintiff in oppogition to motion to dismiss. Decision reserved, In view of
Tecovery on same claim In Park & Tilford, Inc, v. Schulle, ¢l al, as irustees,
this case Is now mooat, Petition filed June 18, 1846, by counsel for plaintift for
s]i)]io\;gnce of counsel fees and expenses, Allowance made on June 18, 1948,

ending. .

Buit instituted Sept. 12, 1944, under sec. 16 (b) of 1ha Securities Exchange Act of
1934 to recover profits from short-term trading in Securities by an Insider.  On
Mar. 14, 145, plaintiff moved for portial summary judgment for profit reailzed
on sale of common stock acquired on option to convert shares of preferred
stock, Commission filed briefs as amicus curlae on proper construetion of
sec. 16 {b). District ¢ourt, although denying motion for partial summory
judgment due to diffieculty of determining recovcrable profit on available cvi-
denge, held that exercise of conversion option was a nonexempt '‘purchase”
and that such construction did not render stututory provision unconstitution-
al. Petliion filed June 18, 1647, by counse! for plaintiff for allowance of counsel
fees. Allowunce made on June 13, 1948, Pending.

Action commenced in the Supreme Court of the State of New York to recover
additional eompensation -for services performed in the reorganization of
debtor in the U. 8, Distriet Court. Defendants-appellants maved the Bu-
preme Court for dismissal of the amended complaint on the ground that ex-
clusive jutisdiction rests in the district court supervising the reorganization.
Motion to dismiss denied. Affrmed June 24, 197 by Appelinte Division.
Appeal taken to the Court of AQ\[ eals of the Btate of Now York, Commis-
slon filed brief as amicus curiae Nov. 20, 1947, in support of appeal. Orders
roversed and motion to dismiss granted Mar. 25, 1948. Petltion for writ of
certiorari to the U, 8. Supreme Court filed June 9, 1948. Brief in opposition
filed.  Certiorari pending.

Agtion instituted pursuant to the Becurities Aet of 1033, Comtnission filed

briel as amieus curine June 7, 1948, in support of contention in plaintiffs'
bric{ that accountants and every other person specified In see. 11 (a) of the
act who partielpates in the preparation of the registration statement, ''par-
tigipate™ 1n the sale of scewrities offered on the basis of the rogistration state-
ment, within the meaning of the venue provision of see. 22 {(p). Evidence
presented by plalntiffs in an affidavit indicated that the eccountants did
In faet participate; therefore It was unnecessary to decide the validity of this
. coniention. Pending.
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TABLE 20,—Cases in which the Commission participated o8 tntervenor or as amicus curiae, pending during the flscal year ended
June 30, 1948—Continued

Name of case

Court

Brief fled

Nature and status of case

Park & Tilford, Inc. v. Schulte, et al _____

Phillips v. The United Corp

Portsmouth Steel Corp. v, Ohio Consoliduted

Telephone Co.

U. 8. District Court (South-
ern  District of New
York),

U. 8. District Court
(Southern District of
Ohio).

Oct. 5, 1945; Mar, 14, 1046
Oct. 14, 198; Feb, 12,
1047; Atg, & 1947,

Jaly 11, 147 e

May 17, 1648 (Motlon to
intervene granted snd
answer filed, No brief
flied).

8uit brought Nov, 17, 1944, under see, 16 (b) of the Sceurities Exchange Act of
1934 to recover profits realized from short-torm trading in securitivs by an
insider. The Commission, as amicus curiae, filed a brief taking the position
that the acquisition of common stock by conversion of preferred is a ““pur-
chase™ within meaning of the sct. The United States intervened in support
of constitutionality of secfion. On B8ept. 13, 1945, Marjoric D. Kogah, a
minority stockholder, sought leave to intervene ss party plaintiff, supported
by Commission brief as amicus curlas. Intervention was denied on Oct. 23,
1945, and Kognn appealed. The trinl cour$ entered judgment for plaintiff on
Jan. 31, 1646, from which defendant appealed. Kegon then sought leave in
the Circult Court of Appeals, Becond Cirenit, for leave to Intervene, sup-
ported by Commission as amicus curiae, Teave was granted on Mar, X,
1846, and the appesals by Kegon and defendant were consolidated. On Jan.
8, 1947, CCA-2 reversed the order denying intervention to Kopan, vacated
the judgment, and remanded the action to the district court for the cotry of
an inereased judgment, Petition of defendants for rehearing filled Jan. 22,
1947, and denied Mar, 26, 1947, Petition for writ of gertiorari filed in the
Bapreme Court June 21, 1947. Commission filed brief as amicus curiae
August 5, 1947, in oppoesition, Certiorarf denied Oct. 13, 1947, Petition filed
June 18, 1947, by counsel for plaintifI for allowance of counsel fees. Allowance
made on June 18, 1948, Pending.

Action to cnjoin defendants from (1) taking any steps committing The United
Corp. to any corperate setlons requiring the approval of its board of directors
pending the determination of the complaint and (2) taking any steps looking
toward the transformation of the corporation intoe an investment company.
Cross-motion for dismissal flled by defendant. Commission filed brief as
smicus curine July 11, 1947, stating that rule U—65 was not violated by man-
agement and that the complaint [ajls to state a claim upon which rellef may
be granted. Plaintiff’s motion for a temporary infunction denied and defend-
ant’s motion to dismiss the complaint and for a summary judgment also
denied. Defehdant’s motion to dismiss second amended eomplaint denied
June 4, 1048, but & stay of proceedings granted until final determination by
Commission and further order of court. Appeal taken by plaintlff in August
1948, Pending,

Action seeking to enjoln defendant from producing long distance telephone toll
tickets in response to a subpensa duces tecum issued by Commisslon, Com-
mission permitted to intervene and fled answer. Because of developments
ip the investigatton out of which the subpena had been issued, a substituts,
more specifie subpens was served on the defendant, Pleintiffs” Hmited
objection to substitute subpena rejected by the court and Commission’s
motion to dismiss the complaint was granted on May 17, 1848, Closed.
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Slasin v. Germaniown Fire Insurance Co__. U'(Es't.a:')n“%([:stmctourt Dec. 4, 1046; Apr. 3, 1048; | Sharcholders’ derlvative action alleging fraud under rule X-10B-5 pursuant to
ag I

of June 23, 1048, the Securities Exchange Act of 1934. Motion o dismiss complaint denled
Pennsylvanda); T, 8. Deoc. 6, 1846. Final judgment dismissing corplaing entered Nov. 12, 17,
Court of Appeals for the Agpeul.ﬁled February 10, 1948, Oral argument held June 7, 1948, Caso
Third Ci . taken under advisement by court. Appesl pending.
Speed v, Transamerica COrp. ... wrmmar - U, 8. DMstriet Oourt | Feb. 18, 1947 ... Olass suit for damages alleging frand both at common law and under ruls X—
. (Delawore). 10B-5 pursuant to the Sccurities ExchanFB Actof 1934, Complaint dismissed
ag to the commen law count, but upheld as to counts under rule X-10B-5,

May ¥, 1¢47. Defendant’s petition for rehearing denied, June 25, 147, Trisl
on merits completed and case taken under advisement by court.  Pending.
United Funds Management Corp,, | U. 8. Distriet Court | Feb. 10, 1943; Mar. 18, | The debtor filed a voluntary petition in bankrupiey Sept. 30, 1942, and was
Bapkrupt. (Western District of 1945, adjudieated bankrupt Oet. 1,1042, Debtor {san investment company which,
- - Miszouri). rior to the Investment Company Act of 1940, had issued several series of
ace-amount certificates pursuaat te separate collateral trust Indentures
seeuring payment thereof. The Commission i.shparticipating in proceedings
&3 amices curine by invitation of the court. Hearing to determine nature
and extent of certificate holders’ clalms and secorlty therefor held Mar. 8,
. Commission filed s comprehensive brief on these issyes. On
Apr, 20, 145, the court issued & memorandum opinion and order directing
partial distribution. Final distribution of cash sufrender values, as deter-
mined by court, and interim payments dirccied by July 21, 13 orders,
atmended Aug. 25, 1945, Final decrecs incorporating orders issued Aug, 27,
1945, In addition to its brief dealing with problems of distribution, the
Commisslon has filled briefs to assist the court on other questions. Clajtng
based on certificates A, F, G, H, K, and L were paid a5 decreed by the district
eourt. Final mecting of creditors held in open court Oct. 4, 1947. No objec-
' tlons were made to final order of distribution. Closed.
Young v. Justices Rifkind and Bright _______ Circuit Court of Appeals | Oct. 13, 1847 __eiannvacna. Defendant petitioned CA-2 for 8 writ of probibition and mandamups. Com-
{Becond Cireuit). mission filed memorandum as amieus curige in opposition, The petition
was denjed Oet. 13, 1947, Closed. -
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TasLE 30.—Proceedings by the Commission, pending during the fiscal year ended June 30, 1948, to enforce subpenas under the Securities Act
of 1988 and the Securities Exchange Act of 1934

Frincipal defendanta

United States District Court

Bection of act invoelved

Statns of case

Artemisa Mines, Ltd. . .. ..

Continental - Ilinols- -Bank- &.{-

Trust Oo. of Chicago.

Harrison, Marvin C, and Hul,

Allpn.

L~

ARZONA. i

-Northern District of Iliineis..._..__-_.

Eastern District of Michigan__________
District of Columbia_ ... ____.._|

Bonthern District of California_._._____

Northern Disteiet of Nlineis _

Bec. 22 (b}, 1933 act. ... _.

Order May 18, 1843, required Artemisa Mines,
Ltd. te appear before an officer of the Commis-
sion on June 28, 1643, and produce the records
deseribed in subpena duces tecum.  Court dis-
missed applieation to enforce subpena with
respect to Mibes de Artemsia, 5. A, 8 forelgn
corporation, for lack of jurisdiction on Sept. 18,
1M4. June 26, 1845, CCA-9 reversed the
district court. Ang, 1, 1845, order entered re-
quiring Minas de Artemisa, S. A., to respond
to the subpena. Pending. (Se¢ appendix
table on civil contempt proceedings.)

Order-June 1, 1948, requiring respendent to np+
})ear before an officer of the Commission on

une 4, 1948, and to produce books and records
degerlbed in a subpena duces tecum. Records
produced. Closed,

Order entered May 13, 1948, dismissing netion,

. the defendants” having given the required
testimony, Closed,

Cemplaint flled for an erder by the distriet court
directing the defendants to respond to subpena
ad testificandum, Fending,

Order entered June 22, 1048, requiring respondlent
to appear before an officer of the Comumisglon
and give testimony concerning matiers referred

" to in snbpena ad testifticandum. Pending,

Complaint filed for an order by the district court
requiring the production of books and records,
Pending,
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TaBLE 31~ Actions to enforce valuntary plans under sec, 11 (&) Lo comply with sec. 11 (b) of the Public Utility Holding Company Act of 1935

Name of aase

United States Dis-
triet Court

Initiating papers flled

Status of case

Armeriean & Foreign Power Co., Inc_
American States Utilitles Corp._..__

Central States Power & Lighi Cu;'p_

Clities Service Co
Cummumty Qas & Power Co .......

Consolidated Eleciric & Uas Co____
East Coast Publie Service Co_____

Eastern Minnesots Power Co_______
Electric Bond & Share Co.__......_.

Englnears Public Service Co., Inc. ..

lineis Power Co. . ______.

Indiana Serwce COID . —oeeeine

Maine_ ...
Nebraska. .o cooeee-

‘Delawnre _____________

Southern’ District of
New York.

Narthern Distrlet of
Indiana.

Nov. 20, 1M7__._______..__
Oct,7,1047.. L ]
'Raopgned July 31,1947 ___

Apr. 25, 1047 .. _
Apr. 11, 146 _____

Reopend Sept. 5, 1847 __
Apr. 3,1047__. I

Tung 10, 147, ..o
Oct. 17, 1948, . . ...

May 27, 1M6..______ S

Jan. 9, 1047 ...

May 2, 1947 . .--

Dec, 20, 1M46. . ...

Pending,

Order Nov, 24, 197, approving plan as fair, equitable snd appropriate. Order Mar. 8
148, discharging American States Utillties Corp., et al,. from jurisdiction of court.

Supplemental order Dec. 3, 1947, apgmvlng plan as rnir equitable, and appropriate,
Notice of appesl filed Dee, 31, 1947 ¥ Arthur Bumstine and Sidney Burnstine, Ap-
peal dismissed Mar. 29, 1048,

Order Moy 27, 1947, approving plan as fair, equitable, and appropriate.

Order Apr. ‘.'(], 1947, approving plan as lair, equ1tu.hln and appeopriate.  Appeal June 5,
1947, by Gabrial éaplan et al. Appeal Tuno T, 1947, by Vanneck and Moran. Apgea
Tune 8, 1947, by Alfred MocArthur, et al.  Appeal Juneg 1947, by New York Trust
trustee, Order May 3, 1948, uﬂirmmg order of district court in appesls of Vanneek and
Moran, Allred MacArthur. eta.l and New York Trust Co, Order June 10, 1948, aflirm.
ing order of District Court In apgea! of Gabriel Caplan, et al., Petition for writ of cer-
tiorari by Vatineek, et al., and Caplan, et al., denied June 14 1848. Pending.

Order ent?rgéi Oct, 14, 1947, approving sécond supplemantnl plnn as fair, eqmmble and

propria!

0 et Apr. 20, 1947, approving plan ag falr, cqultable, and appropriate. Supplemental
applicatinn filed Sept. 30, 1947, Supplemental order Sept. 30, 1947, modifying order of
Apr. 29, 1947, and approving new an as fair, equitabls, and appropriate,

Order Nov. 8, 1847, approving amanded plan ns fz\lr, equitable, and appropriate insofar as
1t related to the sale of physical assets and the payment of fiest mortgage bonds, Yup-
plementsl application filed Waov, 7, 1M7, for approval of a stgek plan.  Order Dec 12,
1947, approving stock plan as uir, c?uttub]u. oand appreprinte.  Pending.

Order Dee. 20, 1946, approving plan as fair, aguitable, and appropriate. Appeal filed Jan,
2,1947, by Samuel Okin. Appeal filed Jan. 28, 1647, by Franklin and Marshall Callege.
Appeel of Franklin and Marshall College dlamlssed pursuant ta stipulation dated Mar.
12, 1947. Appeal of Samuel Ckin dismissed July 3, 1947,

Order J uly 11, 1846, approving plan as fair, aqultable, and appropriate. Notles of appeal
by Eli Auarbach filed Aug. 9, 1946, u plementul applicution for order approving
portion of plan pertaining to nyment of lees and expenses. Pending,

Order May 28, 1047, enforeing plan except Ingofar as it provided for the payiuent of more
than the liquidation preferences of the preferred stock., Notice of appeal by the Com-
mission dled June 3, 1947. Notice of appeal by Thomas W. Strecter, et al,, flled May
29, 1847, Notice of appeal by "The Home Insuranee Co., et al., fled about June 5, 1047.
Oplmun Mar. 19, 194%, vacating order of district court and remundmg couse with direc-
tions to enter order disapproving plan and remanding to the Commission. Petitions
of all appellants [or rehearing denled June 11, 1948. Pendiog.

Order May 28, 1047, approving portion of p!un I a2 fair, equitable, and appropriate.
Supplume.ntal n%phcat.mn July 3, 1947, Order Now, §, 1947 approving amended plan
I ag falr, equitable, and approprlate Notice of appen.l by Nellle D. Walters, et al.
flled Feb, 0, 1548, Appeal dismissed Feb, 17, 1048, Notice of appeal by Jane Scatt.er-
good, et al.; filed Jan. 23, 1948. Ponding,

Otder Feb. 14 1647, npproving plan as Iair equitable, and appropriate. Appeal taken

May 2, 1947, App(.ul dismissed May 16, 194
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TABLE 31.—Actions lo enforce voluntary p]fans under sec. 11 () tc oomply with sec. 11 (b) of the Public Utility Holding Company Act of 19356—

Continued
Name of casa Um:rﬁgtS&&]cgtDls- Initiating papers fled ) Status of case
Interstate Power CO. . o oomocmannonn Delaware. .. ... Jan, 24, 1947 __ . ... Qrder Apr. 24, 1047, approving plan as fair, equitable, and appropriate. Supplemental
application filed Dec. 31, 1947, Order Jan, 7, 1948, approving alternate plan as fair,
%qmg?ble, and appropriate. Notice of appeal flled by John F. Erringion, el al,
ending,
Kings County Lighting Go_______... Eastern District of | Jan. 8, 1947 . ... Order July 16, 1847, approving plan as [air, equitable, snd appropriate. Appeals taken
New York. by the Public Service Commission of the State of New York and the secretary of state
. of New Yark, Order Mar. 5, 1948, affirming order of district court, Petition for writ
ot‘oegiioruri by Public Service Commission of the State of New York denied June 7, 1948,
Pendlng.
Louisville Gas & Electric Co___..._. Delaware____ ... Qct. 20, 1047 _ ... Qrder May 13, 1848, remanding proceeding to the Commission. Pepding,
New England Power Asseciation_...| Massachusetts . ___.-. Mar, 15,1846, ... Order June &, 1946, approving plan as fair, equitable, snd appropriate. Appeal taken
July 18, 1946, by Matthew Lahti. Appeal token Aug. 27, 1946, by Prelerred Stock.
holders Committee, Circuit court affirmed order of district court Apr. 11, 1947,
Now England Public Service Co.._.| Maine_ oo coeaan.o TJuly 3, 1947, oo oeo-. Order Aug. 6, 1947, approving plan as fair, cquitable, and appropriate. Appeals taken by

North Weat Utilitles Co___._____._.
Northern Siates Power Co. (Dela-
ware}, Northern States Power Co.
(Minnesota),
DO e
Public Bervice Corp. of New Jersey.
Republic Service Corp._ ...

Unlted Gas Corp.._.occoemeen o
Unlted Gag Im%rovemenl: Co.oennn

United Public Utilities Corp.. ...
‘Washington Railway & Electric Co.

Feb, 3, 1948 ... ...
.| Feb. 21,

1948
d

Reopened May 3, 1048____
Sept. 8, 144 .

Deg, 15, 1947

Reopened Feb. 20, 1048.___

May 15, 1947

Esther Vogel, et al., State Btreet Investiment Corp., and Russell B, Stearns, Pending,
Order Mar. 5, 1948, approving plan as fair, equitsble, and apprapriate.
Proceeding dismissed Nov, 20, 1046, .

Pending.

Qrder Mar, 19, 1048, approving plan as fair, equitable, and appropriate. : .

OJ'EElerdI;fIay 28, 1948, approving smended joint plan as fair, equitable, and appropriate.

ending,

Order Nov, 20, 1844, approving plan as fair, equitable, and appropriate,
by 2amuel Okin.  District court order aflirmed June 3, 1947,

Order Jan, 18, 1849, approving plan as fair, equitable, and appropriate.

Order Mar. 12, 1048, approving Flan a3 fair, eqnitabls, and appropriate. Pending.

Qrder June 16, 1947, approving plan as fair, equitable, and sppropriate.

Appesl taken

c0g

NOISSIWIHCD IDNVHOIXH ANV SHLLIHADEHS



TABLE 32.—Actions under sec. 11 (4) of the Public Utitity Holding Company Act of 1935 to enforce complignce with Commission's erder
igsued under sec. 11 (b) of that act

Name of case

United 8tates Dis-
trict Court

Initiating papers fled

Btatus of case

Internationsl Hydro-Eleetrlo 8ys-
m,

ter

Massachusetts. _....-.

Aug. 12, 1943

Action by Comtnlssion, with consent of company, under secs. 11 {d), 13 (), and 25 to
enforee jts order of July 21, 1842, requiring dissolution of the company. The court wasg
asked (1) to take exclusive jurisdiction of the company and its assets; (2) to enjoin inter-
ferenee; (3) to compel compliance with the Commission’s order; and (4) to appoint a
special counsel to investigate an intereompany claim against International Tuper Co.
Aug, 12, 1843, temporary order entered by court and on Ocl. 11, 1943, an interlocatory
decree and order was entered in which court took exelusive jurisdiction, granted injunc-
tion, and appeinted spectal counsel as requested, Nov. 13, 1844, special counsel ap-
Foint.ed. trustee of cstate of company and directed to institute suit on claim ageinst

nternational Paper Co. Dee, 25, 1945, district court approved settlement and

termination of these suits, und notices of appesl from this approval were filed Jan, 25,
1946, in CCA-1. Nov. 14, 1846, opinlon rendered affitming Judgment of the district
court. Petition for writ of certiorari flled Dec, 28, 1046, and denied Feb, 10, 1047,
Pelition for rchearing denied Mar. 10, 1947. Thore are now befere the Commiszion
plans of rearganization swhich, If approved by Commission, will be submitted o the
reorfanization courl. Pending.

TanLE 33.—Reorganization cases under ch, X, pending during the fiscal year ending June 30, 1948, tn which the Commission participated when

appeals were taken from districl court orders

Name of ease

United States Circuit
Court of Appeals

Date BEC entered case

Nature and stotas of case

Central States Electrie Corp., Debtor:
Mualeranchit v. Ausirian

Appeal from Jan. 7, 108, order authorizing the trusiees of the debtor to recom-
mend to the board of directors of its suhsidiary, American Cities Power &
Light Corp., an exchange offer to the public holders of American Cities’ class
‘('JIIB” gtock. Appeal dismissed Mar, 11, 1948, upon motion of appellant,

losed,

Appeal from Jan. 15, 1848, order approving a settlement of claims asserted
agalnst deblor by subsidiaries American Cities Power & Light Corp. and
Elue Ridge Corp, Appeal dismissed Mar. 15, 1948. Closed.

Apipeal from Feb. 18, 1848, order denying appellant’s petitlon for reconsidera-
tion of settlement.  Appeal dlsmissed Mar. 15, 1348,  Closed.
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TasLe 33.—Reorganization cases under ch. X, pending during the fiscal year ending June 30, 1948, in which the Commission participated when
appeals were taken from district court orders—Continued

United States Cireunit

. Nature and status of case 1

Nama of case Courk of Appesls Date BEC entered cose

Chicago Surface Lines, Debtor: Birnbaum | Seventh. ... ..o aenoaaao Sept. 1947 ... Ap?eals from Sept. 12, 1947, order denying petiticn to modify injunctive pro-
& Co., Cole, and Central Hanover Bank & vislons eontained in order of sale of debtor’'s property pursuant to plan of
Trust Co, v. Chicago Tranail Authority. roorganization. Scpt, 30, 1947, CCA granted motion of appellee and varlous

bondholders' committess to docket and dismiss appeals nnd ordered issusnee
of mandatea forthwith. Thereafter, petitioners flled petitions for writs of
cortiorari; certiornri denied Feb. 2, 1948, Motion for leave to file petftion

. . . tor writ of mandamus denied Feb.-é, 1048, Closed,

Childs Company, Debtor: Brodsky v. Finn.| SBecond......ccoeanuoon Nov, 30,1043 _.eeeaeoos Notice of motion returnable Mar. 3, 1947, for an order limiting tho time for

. filing briefs and sctting a date for argitment of appeal, filed Feb, 25, 147, On
July 10, 1947, CCA-2 reversed district court's order of Feb, 3, 1947, and re-
manded ease. Closed.

Congress & Scnate Co., Debtor: Lendon v, | Blghth o _______ ApPr. 24, 17 . Consolidated appeals from Dec. 16, 1946, orders disallowing legal fees to London
Snyder, Trusiee, Congress & Serate Co., & Burch and allowing compensation to Hemker as counsel for trustee. Com-
Debior; Koplar v. Hembker: Hoplar v. mission filed briel [n support of distriet court deeislons. COA refnsed to
Snyder, Trustee. grant petition of Koplar for leave to appeal from order allowirig fee of trustee,

- _ . Opinion of COA rendered July 3E, [947, affirming bankruptcy court’s order
on appeal of London and Bureh, reversing order on appeal of Koplar. Patl-
tions for rehearing filed and denfed. Opinion of July 31, 1M7, withdrown
and judgments entered on oplnion vacated, and new judgment entered in
Koplor v. Ifemker. Cause be remanded to the distriet conrt with direetions
E?l as]égw Hemker an amount less thaa that allowed by the district court.

osed. .

Diversey Hotel Corp., Debtor: ]

Kosdon v. Moersey Hotel Corp____..___ Seventh. .. Nov, 28, 1847 . ____.__. Appeal from June 13, 1947, order. Commission’s memorandum filed in sup-
port of distriet court order. Distriot court order affirmed Jan_ 21, 1948. Puti-
tion for writ of certciorari Aled Feb. 12, 1948, Commission's brief in opposition
flled Mar. 11, 1948. Certiorari denled Mar. 29, 1948. Clozed.

0.7 RSP URPIPR I L L ) F Ry Appesl leln gfém. é?l', 1933, order. Appesl diasmigsed pursuant tostipulation om
ay 11, . osed,

80 John Street Corp., Deblor: Hickin, | Second. . voommcneoooo Feb, 26,1947 __ . ________. Appeal from Nov. 6, 1846, order flxing the rate at which interest is pavable ona
Truatee, and Manufacturers Trust Co. v. consplidated Arst mortgage on property lnvolved. CCA affirmed order June
Ceniral Flanover Bank & Trust Co., 2%, 1047, Closed. .

Equitable Office Building Corp,, Debtor: |...._ do ... e e Jan. 28, 1R ... Appeal from crders of distriet eourt dated Sept. 17, 1947, and Oct. 24, 1947, ap-
Greager v. Equitahie Office Building Corp. rlovindg and ¢onflrming plan of recrganization. Orders affirmed Apr. 8, 1048,

- - R : osed, n ) N .
Espade Reslty Corporation, Irebtor: |..... L1 [ T, [ Nov, 14, 1946, ... Appeal from July 25, 1946, order of distriet court relating to interest cloims
udence Realization Corp., Appellent v. against the debtor, Order affirmed by CCA-2, April 5, 1948. Cloged,
I;unier L. Delatour and Raymond Reisler,

rugtees, : : :

Third. e June 18, 1M8. . .ooeaaaa Appeal by tho debtor and certain noteholders of the debtor from May 19, 1948,

Aﬁpemes.
Industrial Office Bullding Corp,, Debtor..

age bondholders, Ma-

order directing an interim distribution to first mer
ebtor for stay denied.

tion of SEC to dismiss appeais denled, and motion of
Ponding.
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Inland Gas Corp., Debtor: (freen Com-
mittee v, Willionson.

Internaticnal Mining & Milling Co.,
De}}to:;: Title Insyrance & Guaranty Co.
v, Hart,

International Power BSecuritles Corp,
Dehtor; Amott v, The Netional Cy
Buank of New York,

Midwest Athletic Club, Debtor: Chicago
Title & Trust Co. v. Rpan.

Nuotional Realty Trust, Debtor:

Bavmenn v. Mogser oo

Sullivan v, M!mcr _____________________

Pittsburgh Rallways Company, Dehtor:
Suiliren v. Philadelphia Co.

Portland Elecirie Power Co., Dehtor:
L. C. White, ¢t al. v, Debtor,

Portland Eleetric Power Co.. Prior Prefer-
ence Stockholders Commitiee v. District
Court Judges for the District of Oregon.

Realty Associates Beonritics Oorp., Debtor:
é.:[u R, Kelby v. Manufacturers Trus

Realfy Associales Securities Corp., v. Man-
ufecturers Trust Co. :

Jon. 30, 1848 .. .eeacnnnn

Appeal from Sept. 30, 1946, order of distrlct court re interlm allowances. Com-
g]issi%n’s memornndum fled Mar. 20, 1947. Order affirmed May 16, 1847,

osed,

Appeal filed June 17, 1946, from Nov, 1, 145, order, Commission filed brielre-
izsue raised by appellants that nnder see, 70 (b) of the Bankmuptey Act any
lease not assumed by trustee within 60 days after the adjudleation shall be
deemed to be rejected, It is the positlon of the Commission that this pro-
vislon of sec. 70 (b) is inconsistent or in conflict with the provisions of ¢h, X
and thercfore inﬁpplicable by reason of see. 102. Opinlon rendered Jan. 8,
1947, amended Mar, 24, 1947 (160 F, (2d} 961), uflirming judgment of disirict
court and sustalning views of the Commission. Mandate stayed until June
24, 1047,  Petition for writ of certlorari filed June 21, 1847, and denied Oct. 13,
1047, On Oct. 23, 1047, mandate of CCA-5 affirming judgment of distriet court
received in that court. Closed.

Consolidated appeals from Qistrict court order of Dec. 22, 1947. Commission
filed brief in support of appeals. Pending,

Four consclidated appeals from orders dated Dee, 20, 1946, Jun, 21, 1047, Jan,
24, 147, and Mar, 4, 10847, of the district court approving petition for reor-
ganization under c¢h. X and appointing temporary trustee, Commission's
brief Aled Apr. 30, 1947, in suppott of orders. Opinien rendercd June 6, 1947,
reversing the orders In the district court in appeals 8284 and 9285 and remand-
ing the causes with dircetions to dismiss the petition for want of jurisdietion.
In view of ihe disposition of these causes, there is mo nced to consider Nos.
6315 and 9324, Motion to stay mandate filed June 23, 1847, and denied June
30,1047, Mandate issued July 2, 1847, Closed.

Appesl from distriet court order of June 13, 1047, Commission, as appelles,
filed brief. Order of district court affirmed Mar. 2, 1848, Closed.

Appeal from district eourt order of Sept. 168, 1947. Comimnission, as appellee,
filed brief. Order of djstrict court reversed Mar. 2, 1548, and remanded for
further proceedings. Closed.

Appeal from Qct. 21, 1847, arders determining that hearings on lssues of sub-
ordination of Philadelphia Co's, crims should be held separately from hear-
ings on the plan for reorganization. Commission fled brief in support of
appeals,  District couct orders affirmed Nov. 26, 1947, Closed.

Appeals frem order approving plan of reorganization. Commission's brief in
support of plan flled Mar. 17, 1847, Order affirmed in both appesls June 17,
1947, Petition for writ of certiornrd, fled Oct. 8, 1947, and denied Dee. B,
1947, .Closed. .

Petition for writ of prohibition filed Dec. 28, 1946. Memorandum of Cominission
in opposition to petition, filed Jan. 14, 1947. Ovrder entered June 19, 1947,
dismissin% get.it.ion. Closed.

Appeal to -2 from Aup. 5, 1946, order re guaranty payments, COCA-2
opinion dated June 12, 1947, affirmed findings of district court. Closed.

Appesls from Aug. 5, 1846, order. On July 23, 1047, CCA-2 modified district
court’s order re payment of interest claims on appeal of the debior and its
sole stockholder, and afirmed on appeal of the indenture tristes re application
of interim payment. Petitions for writs of certiorari filed Oct. 18, 1047, and
denied 8, 1947 (65 8. Ct). Closed. :
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Tapie 33.—Reorganization cases under ch. X, pending during the fiscal year ending June 80, 1948, in whick the Commission participated when
appeals were taken from district court orders—Continued

Name of case

United States Circuit
Court of Appeals

Date BEC entered case

Nature and status of case

32-36 North State Street Building Corp.,
Debtar: S8tate-Washington Stores Co.,
Appellants,

‘Warner Sugar Corp., Debtor: Oscar W.
Ehrhorn, Appellant.

Aug. 1, 1847 . ... ___

Appeal from May 13, 1847, order disallowing compensation for legal services to
appellant’s attorneys and allowing compensation to other fee applicants.
ommission filed brief in support of district court order. Opinlon rendered
Nov. 4, 1947, by CCA affirming district court’s order. Petition for rehearing
f(lj]led dov. 17, 1847, and denied Dee. 4, 1947, Mandate issuzed Dec. 13, 1047,
osed. .

Appeals by Isadore Glaukerman, Paul E. Kern, and Osear W, Ehrhorn from
arder of the distriet court entered May 25, 148, allowing compensation to
(lauberman and Kern und denying application of Ehrborn for an allowsance
for services, Leave te appeal denied except as to Ehrhorn by June 11, 1048,
ardet of court of appeals, Fending,

906
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TabpLE 34.—Cases involving stalutes administered by the Securities and Exchange
Commission—July 1, 1847 through June 30, 1948 1

Fart I.—SECURITIES ACT OF 1933

Title

Citation

Secticns of statutes involved

Carrwthersv, U, 8__________.__

Danziger v, U. 8. _______._.

Engineers Oit Properties Corp.,
Inre.

Fyre-Myst, Ine.; SECv_______.
Qasomiser Corp.; U, S. v ___..

reyron; U, 8 Voo
Ilaynes; BEC vV . .o ... .

Raufmenv. U. 8. ... ...

Meansfield v. U S ...

Miller v, Hend_______..__._._.
Monjar;

of America (MeConnell v,
rame).
Moore v. Gorman .-
O’ Connar; 8. E. C
FPenfietd; SEC v

Fhiltips v. The United Corp_. ..

Vidaver; U 8. v_______._____.
Wimer SEC V.. ...

Cert. denicd, 827 U. 8, 787 (1946}, re-
}(Jle&%i)ng denied, 327 U, 8. Bl7, 819

Cert. de-nlﬁd 3320. 8. 760(1041),77 F.
Supp. 466 (S D. Cal. 1948).

72 I Supp 989 (8. D. N. Y T

CCH 8ee, Act Serv, psra. 90, 398
(N. D. Ghio 1847).

7¥. R. D, 712 (D. Del. 1847), rehearing
denled Feb, 9, 1948.

166 F. 2d 863 (C. ©. A, 2d 1948) . __.___

CCH Sec Act. Serv. para. 90,

(E, D, Pa. 1948).

163 F. 2d 404 {C. C. A, 6th 1947), cert.
denied, 333 U. 8. 857 (1948), reheat-
ing denied, 333 U, 8, 878 (1948},

Cert. denled sub nom. Browne v.
. 8., 320 U. B. 762 (1848).

8F. R.D. 6 (E. D, Pa, 147)___......

Cert. denied, 325 U. 8. 859 (0944} _____

64 F, Supp. 746 {(D. Deel, 1046y ________
76 F. Supp. 933 (8. D. N.

758 F. 8upp. 453 (8. D. N. Y, 148} _____
Neo. 8277-WM (5. I». Calil. 1648)____._
Rehearing denied, 331 U, 8, &85(1946),
contempt proceedings aff'd, 330 U
567 (l947) rehenring demed 330
U. 8. 585 (1947).
CCh Sec. Aet Serv. par. 990,385 {8. D.
N, Y. 1947).

73 F. Bupp. 382 (E. D, Va. 1M7)...____ 1

75 F. Supp. 855 (W. D. Pa. 1M48) ______

Y. M8 .| 11

Sce thirteenth annual report.

Do.
2.
5 (a).
17 (o) €1).

17 {a} (1),
6 (), 17 (a), 20 {b), 22 (a).
52y (1,2, 17 (a) (1, 2),

See thirteenth annual report.

12, 15, 22 (a).
See thirtesnth annual report.

17 (a) (1).

gz(ﬂ) 4,5, 12(2), 22(a).
Ses thirteenth annual report.

14

7 1).
Y687 M7 @0, 20 3, 22 @,

Part IL.—SECURITIES EXCHANGE ACT

OF 1934

Acker v. Schulte (Schmolka v.

seme),

Bach v, Qui

Dottenkeim v. Emersan Hlecirie
Mi"g Co.

Fry v Schumaiccr_.._,,,

Groseman v. Young._..

Hollv. American Cone & Prel-
zel Co, .

Fnpestment Associatez v, Stand-
ard Power & Light Corp

Joslyn, Applicatienof_...__....

Kgdm v. Netional Gypsum

0.

Minuse; People v_ ...

Aontague y. Electronic Corp.
of America (MeConnell v.

same),
Norris & Hirschberg v. SEC.__

Slg)iﬂ v. Germantiown Fire Ins,
0.

74 F. Supp. 683 (8. D. N. Y. I1M7). ..

§F, K. 1), 34 (E. D Y 1945)_.__“
7 F. R, D, 1085343 (E 1047

77 F. Supp. 308 (E, D, N. Y, 148} . 5
CCH See. Act Serv, par. 9,366 (E. D
Pa. 1947),
72 F. 8upp. 375 {8. D. N. Y. 17} __...
71 F. Bupp. 266 (E. IJ. Pa. 1847)

Af'd, 51 A, 2d 572 (Sup, Ct. Del, 1047}

78 N. Y. 8. 2d 183 (Sup. Ct. 1948} ___.
T3 F. Bupp. 7188 (E. D. I_’a. 1947) ...

76 N, Y. 5. 2d 308 (Sup. Ct. 1848).____
76 F. Supp. 633 (3. D, N. Y. 1948) ____

Withdrawn by order of court.__...---

163 F. 2d 889 (App. 1, Q. 147}, cerk,
dented, 333 U. 8. 867 (1948).

Cert. demed 332 U, B, 781 (1M48). ..

CCH Sec, Act Serv. par. 90,413 (8, D,

N. Y. 1%8).
4 F. Bupp, 876 (E. D. Pa, 1947) ...

See footnotes at end of table,

See thirteenth annual report.

Do,
Da.

16 (b,
10 (b}, 272

16 (3, b).
1et seq.

See thirteenth annual report.

14,

16 (b}, 27,

1 et seq.

10 (b,

See thirteenth annusl report.
15 (b), 154, 25,

See thirteenth annual reoprt.
16 (b).

10,
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TasLe 34 —Cases involving glatutes administered by the Securities and Fachange
Commission—July I, 1947 through June 30, 1348—Continued

ParT JII—SECURITILS EXCHANGE ACT OF 1934—Continued

Title

Citation

Bections of statufes involved

Transamerica Corp.; SECv___

Truncale v, Unizersal Piclures

0.
Tuwentieth Cenlury For Film
Corp, v, Jenking,

Modified 163 F.: 2d 511 (C. C. A. 3d
1947), cert, denied, 332 U, S, 847

(1948).
76 F. Supp. 465 (3. D. N. Y. 1948)___..
TF. R, D, 197 (8. D, N, Y. 1047) ...

-Bee thirteenth annual report.

18 {b).

See thirteenth annual report.

Paer [IL—~PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

American Power & Light Ceo,
(Fn'gorlda] Power & Light Co.

Asauétated Gas & Eleetric Co.,
Inre.

Beckhardf v, National Power &
Light Co.

Cenlral States Power & Light
Corp., Inre,

Chenery Corp.; SEC v. {SEC
v. Federal Waler & Gag
Corp). i

Community Gay & Power Co.,

e
Downing v. Howard .. ______..

Eaatern  Minnecola
Corp., Iare.

Ekdric Bond & Share Co,

Enaimeu Public Semce o,

En;rlmem Public Semce Co. v.
SEC.

Power

IlHinois Power Cp,, Inte
Kingy County Lighting Co., In

re,
Louisville Oas & Eleelric Cuo,,
Inre.
N?w England Public Service

North West Utitiles Co., Inre..
Ngtngn States Power Co V.

Pﬂlladelph:a Co, v. SEC _____.

Fhillips v. The United Corp____
Phillips v. The United Corp....
Pittsburg Raitway Co,, Inre._.

FPortland Electric Power Co
Walson v,

Public Service Commission of
N, Y. . SEC.
Rochu!cr Gus & Electric Corp.

v. Malthie
Standard Gas & Electric Co. v,
SEC,

Cert. denied, 331 U. 8. 827 (1047 ______

Aff'd, 164 F, 24220 (C. C. A, 2d 147),
cort. denied suh nom. Principule v,
General Public Utilities Co. ., — U.8,

—, 68 8up. Ct, 602 (1948), mehearlng
denjed — U. 8. —, 68 Syp, Ct, 901

(19481,
164 F, 20199 (C, C. AL 2, 17 ...
74 F. Supp. 360.(D., Del. 147)______..

Rev'd, 332 U. 8. 194 (1347), rehearing
denied, 332 17, 8. 783 {1947},

168 F, 24 749 (C. C, A. 3d 1948), cert.
denied, 68 Sup. Ot. 1516 (1948).
AT, 162 F, 2d 654 (. O, A, 3d 1947),
- cert, denied, 332 U. 8, 818 (1947).
74 F. Bupp. 528 {D. Minn. 1847 .. ___.

73 F, Supp. 426 (8. D, N, Y, 1346) .____
168 F.2d 722 (C. C. A. 34 1948) . _.__ -
138 F. 24 836 (App. D. C. 1843}, cert.
granted, 322 U. 8. 723 (1943}, remand-
ed for dismissal, 332 U. 8, 783 {1947},
74 F. Supp. 317 (D. Del. 1047).
72 F. Bupp. 787 (E. D. N. Y.. 1947) ...
77 F. Supp. 176 (D. Del. 1048).. ..
73 F. Bupp. 452 (D, Me. 147)_________

76 F. Bupp. 63 (D. Del. 1948)__.____._.
164 F. 2d 810 (C. C. A. 3d 1947, ....

164 F, 24 889 (App D C. 1947}, cert.
denied, 333 U. 8. 828 (1948)

C%H Sec. A;:t Berv. par. 80,395 (8. D.

CCH Sec Ac]:t. Serv. par. 90 412 (8. D.

L] F Supp 842, 845 (W, D, Pa. 1947),
76 F. Supp. 725 (W. D. Pa. 1948).

Rehearing denled, 162 F. 2d 624 (O, C.
A. fth 1947), gert. denied, 332 U. 8.

837 (194
166 F. 2d 784 (g C. A 24 1948}, cert,
denied 18 . Law Week 3361
Ct. June 7,

LY M8).

3N 8. 2d 377 (Sup Ct. 147 ______

CCH See. Act Serv. par. 90,400 (App.
D. C. 1947).

2(a) (5,8),3 ), 6 (@), 7,11,

Seo thirteenth annual report.

Do,

11 ()2

Ses thirteenth annual report.

11 (b, &), 18 (D, 19, 2 ().

See Thirteenth annual report.
Do.

1{b), 2 (a), &, 11, 24.

1 (a) (1}. 2 (a), 3¢a) (1), 7 (@), 11
11 (e) 13 {Dn.
11 (b, 8).

11 {e), 18 {I).
11 (a, b @), 24 {a).

B,

;g ((cg, 13 (b), 20 (8), 24 (s,
5(d), 11 (b, g}, 12 (e}, 25.
5 (), 11 (g} (2), A (a), 25
11 40).
See thirteenth annital report.

1,6 (a}, 7. 11 (b, @).

1 et seq.
12 {e).

Gee footnotes &t end of table.
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Tanre 34.—Cases involving stalutes adminislered by the Securities and Erxchange
Commission—July. 1, 1947 through June 30, 1948—Continued

PART IV—TRUST INDENTURE AQT OF 1639 AND INVESTMENT COMPANY ACT OF 1840

Trust

: : Investment Com-
Title . Clitation pany Act of 1940 ﬂg%?agg%

Fidciit;& Union Title Guar: | 54 A. 24243 {N. J. Oh. 1047) oot 1 et seq.

anty Co.

Joslyn, Applicationof .. _____ | T8 N. Y. 8, 2d 183 (Sup. Ct. 1M8) .. 2,20 (0) oo e ae

SEC v. Aldred Imvestment | Memorandum opinion, June 10, 1946 (D, | See thirteenth (. .________
Trasi. ' ' Mass), afi'd sub nem. Bailey v. Proefor, annual report.

160 F, 2d 78 (O, C. A, 1st 1947) cert.
denied, 331 U. 8, 834 {1047).

) B 7 TP Memorandum opinions, June 18 1047 & | 36 ...
November 8, 1947 (1), Mass.}, remanded
sub nom. Bailey v, Proctor, 166 F, 2d 302
(C. O. A. 1st 1948}, 76 F. Supp, 814 (D,
Mass. 1048}, rev’d, sub nom. Bailey v.
Minsch, 168 F. 2d 635 {C. C, A, 151, 1948),
DMbe e 8ub nom. Bailey v. Mclennan (attorneys’ | See thirteenth (... ...____.
fees), cort. denied, 331 U. 5. 834 (1847). annual report.

1 This table continues table 32 of the tenth annual report and table 38 of the thirteenth annuzl report.
The only cases omitted from this tahle are those in which no opinion wag rendersd and which, in addition,
did not invelve a novel legal problem.

1 Bection Dot mentioned but necessarily involved,

TapLe 35.—A 15-year summary of criminal cases developed by the Commission—
1934 through 1848, by fiscal year

Number Number .
Number N;‘r‘g‘et!’_‘_’r of such of these
: cases in defendants| Number
of cases | sonsas | Tlyp | Number Number | asto fth
referred | towhom | RS ofde | Number [ RS RIS | QR
Fi to De- prosecu- fendants | of thess N ~
iscal year . i ments s N defend procecd: anis as
partment, | tion was Were indicted | defend antsae ! in )
H i _ gs wert | to whom
of Justice | recom- obtained | B suck | antscon itted | dismissed
inesch | mended & cases! | vigteq | OUitted |disTRissed ) cases arg
yoar in ench by United by United | pending 2
BT States States
¥ attorneys attorneys
7 36 2 32 i D, 18 |ocomaeo
29 177 T 149 84 5 80 | ..
43 378 34 368 164 46 168 | e
42 128 ao 144 78 32 33 1
40 113 33 134 75 13 43 3
52 246 47 292 169 33 58 2
59 174 51 200 96 38 85 1
54 150 47 145 9 16 96 |
50 144 46 164 107 23 48 16
31 g1 108 60 10 19 18
2 24 79 47 i3 18 8
19 47 18 [} 35 10 11
14 44 14 40 11 5] 3 21
20 50 13 34 8 5 3 .18
116 32 10 24 F: I R, [, 21
505 1,879 +412 T 3004 1,078 a4 Sgro | 0 116

1 The number of defendants in & case is sometimes inereased by the Department of Justice over the num-
ber against whom prosecution was recommended by the Commission. For the purposes of this table, an
gl(}[v?;;al named a3 & defendsnt in 2 or more indictments in the same case is counted only as a single

efen t.

1 Bee separate chact for break-down of pendicg cases. .

# 5 of these raferences as to 5 proposed defendants are still being processed by the Department of Justice.

4385 of those casos have been completed as to L or more defendants.  Convictlons have been obtained in
344 or 80.4 percent, of such cases.  Only 41, or 10.8 percent, of such eases have resulted in acquittals or dis-
missals as to all defendants.

¥ Tneludes 36 defendants who died after indictment.
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TasLe 36.—A 12-year summary of criminal coses developed by the Commission
which are sitll pending—1937 through 1848, by fiscal year

Number | umber of such defendants as to
Numbar of such whom cases are still pending and
o defendants reasons therefor
Cases de_fendaﬁts os to v;‘hom
in sug cases have
cases been };gz)l}'{:b Awniting | Awaiting
completed hended ! trial appeals
Pending, referred to Department
of Justics in: ?
1087 e 1 7 [
1938 ... 2 5 2 3
193¢ .. 2 9 7 1
140, s 1 12 11 1
1 - S P SRS U R S
1942 . 3 31 15 14
M3 L. ] 33 14 15
1944 o L. 2 1 . ]
1948 . 4 7 2 1
1846 . . ¥ 2| 16
147 . o kil 19 1 7
1948, oo 8 22 | O
Total. . 40 174 it 66 43 [
SUMMARY
Total endes pending ¥ _ il 45
Total defendants®_ . ________ _________.__._. . 179
Toial defendants as to whom cases are pending 3. o oo 120

1 Almast withotlf exception these delendants are residents of Canada and cannot be extradited,

* Fiscal year ended June 30 of the yesr indicated.

3 Except for 1448, indictments have been retumed in all pending cases, Indictments have not yet been
retirned as to 5 proposed defendants in 4 cases referred to the Department of Justice fn 1848, These arc
reflected only in the recapitulation of totals at the boitom of the table.

TABLE 37.—A 15-year summary classifying all defendants in eriminal cases developed
by the Commission—1934 to July 1, 1948

l'ium‘%er as
0 whom
Number ag
Nomber | Number | Number ‘3]5;’3 werd | "to whom
indicted | convicted | acquitted | p¥ %mmm cases are
. States pending
attorneys
Reglstered broker-dealers ! {including prin- 318 202 21 80 5°
pals of agch Arms).
Employees of such registered broker- 1 49 15 30 7
ers,
Persons in general securities husiness but 683 345 55 241 42
not reglstered as broker-dealers {Includes
Alllax-innipalﬂ and emplyyens),
otherad e foz 482 150 209 61
)7 2,004 1,078 241 670 115

VIncludes persons registered at or prior to time of Indictment. .
1 The parsons referred to in this ecolumn while not engaged in a general business in securities, were almoat
without excaption prosseited for violationd of law involving securities transactions,
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TaABLE 38.—A 15-year summary of all injunction cases instituted by the Commis-
sion—1934 to July 1, 1948, by calendar year

Number of cases institnied | Number of cases in which
by the Cornmission and injunctions were granted
the number of defend- and the number of de-

Calendar year ants involved fendants entoined ?
Cases Defendants Cases Defendants
103, s 7 24 2 4
1835. . 38 242 17 5
1938. . 42 116 36 108
1937. - 96 240 91 211
1988 . . 70 152 73 153
L0 . e 5 154 61 165
1940 e e e 4 100 42 99
1041 i 40 112 36 90
M4 L 21 73 20 54
L o 19 81 18 72
1944 L~ .o 18 80 14 35
1045 i 21 74 2 56
1046 e e 21 45 14 32
1M7L - 20 40 20 47
1048 {to June 300 _ - oo oo e 12 34 9 18
Total o el 520 1, 567 1474 1, 200
SUMMARY
Cases Defendants
Agtions instituted. ... e 520 1, b67
Injunctions obtained. 467 .
Actions pending..._ 9 126
Other dispositions 4 44 341
7 520 1, 567

1 Phese eolunns show disposition of cases by year of disposition and do not necessarily reflect the disposi-
tion of the cases shown as hiaving been instituted in the same years,

2 Includes 7 cases which were counted twice in this column because injunctions against different defendants
in the same cases were granted in difterent years.

3 Tneludes 4 defendants in 4 eases in which infunctions have already been obtained as to 15 codefendants.

+ Includes () actions dismissed (as to 281 defendants); (4} actions diseontinued, abated, vacated, aban-
doned, or settled (as to 50 defendants); (&) actlons in which judgment was denied (as to 7 defendants); (d)
actlons in which prosecution was stayed on stipulation to disconiinue misconduct charged (s to 3defendunts),






