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United States
Securities and Exchange Commission
Washington, D.C. 20549

The Honorable Albert Gore, Jr.
President of the Senate
Washington, D.C. 20510

The Honorable Thomas S. Foley
Speaker of the House
Washington, D.C. 20515

Gentlemen:

| am honored to transmit the Securities and Exchange Commission's
annual report for fiscal year 1992. During the past year, the
Commission:

e presided over by far the largest volume of securities registrations
in history, and the largest volume of securities offerings of all
types;

e substantially expanded the rights of shareholders to communicate
without unnecessary restrictions under the federal proxy rules;

e expanded the disclosure requirements of proxy rules concerning
executive compensation to provide comprehensive information in
clear presentations using charts and graphs, together with
mandated descriptions of performance factors relied on by a
company's compensation committee in making compensation
awards;



o simplified the process of raising capital and reduced the cost of
complying with federal regulations for small businesses, leading to
a substantially increased rate of offerings by small businesses;

e modified regulations to permit offerings of securities backed by
pools of non-mortgage financial assets such as small business
loans to facilitate growth of new liquidity for small business loans;

e obtained court orders requiring defendants to pay a total of
approximately $558 million, including disgorgement of $51 million
to reimburse injured parties and civil penalties of $221 million to
the U.S. Treasury;,

¢ reached a settlement with Salomon Brothers requiring that firm to
pay $290 million in monetary sanctions;

¢ released the report Protecting Investors: A Half Century of
Investment Company Regulation, the first comprehensive review
of the Investment Company Act in its 52 years of existence;

e entered into new agreements with four countries providing for
exchange of investigative information, technical assistance and
other matters; and

e collected $406 million in fee revenue, almost twice as much as its
annual funding level of $226 million.

Enforcement

The strength of the Commission's enforcement program has been its
diversity and its capacity to deal with the most current and pressing
problems of the marketplace. While the traditional program areas i
accounting, financial disclosure/financial fraud, regulated entity
cases, market manipulation and insider trading cases i remain a core
component of the program, the Commission has taken a much more
visible role in cases involving the government securities markets,
fraud by investment advisers, and affinity fraud.



In fiscal year 1992, the Commission instituted a record 394
enforcement actions involving insider trading, fraud, market
manipulation, securities offerings, broker-dealer and investment
company violations, and other matters.

The Commission obtained court orders requiring defendants to pay
approximately $558 million. This included court orders in insider
trading cases requiring defendants to contribute approximately $51
million to funds created to reimburse injured parties. Civil penalties
authorized by the Securities Enforcement Remedies and Penny
Stock Reform Act of 1990, the Insider Trading Sanctions Act of 1984
and the Insider Trading and Securities Fraud Enforcement Act of
1988 totaled over $221 million.

The Securities Enforcement Remedies and Penny Stock Reform Act
of 1990, which empowered the Commission to seek and impose fines
and to issue cease and desist orders, added considerably to the
strength and flexibility of the Commission's enforcement arsenal. The
new cease and desist powers have become a key component of the
Commission's enforcement program.

In SEC v. Salomon Inc, the Commission settled one of the largest
fraud cases in history. The SEC charged Salomon with committing
multiple violations of the antifraud and recordkeeping provisions of
the federal securities laws through false bids in Treasury auctions
and other activities. Under the settlement agreement, Salomon paid a
monetary sanction of $290 million. Of this amount, $100 million was
placed in a ftlaims fundoto provide compensatory damages to
persons with claims resulting from Salomon's conduct. In addition,
Salomon paid $122 million in civil fines under the securities laws and



$68 million in fines and forfeitures in settlement of claims by the
Department of Justice, The settlement included a permanent
injunction against violations by Salomon of the antifraud and
recordkeeping provisions of the federal securities laws. The
settlement also required Salomon to maintain appropriate procedures
to prevent similar violations in the future.

International Affairs

In June 1992, the SEC joined with other securities regulatory
authorities of North, South, and Central America and the Caribbean
to create the Council of Securities Regulators of the Americas.
COSRA will provide a forum for mutual cooperation and
communication among regulatory authorities throughout the
Americas. In addition, COSRA will enhance the efforts of each
country in the region to develop and foster the growth of fair and open
securities markets.

During 1992, the Commission signed comprehensive Memoranda of
Understanding for consultation and cooperation with Argentina and
Spain. The Argentina MOU also contains provisions for technical
assistance. The SEC also signed more limited understandings,
involving technical assistance and mutual cooperation, with securities
authorities in Costa Rica and Indonesia. In addition, the SEC now has
a senior staff person working as a full-time resident advisor to the
Polish Securities Commission. The costs of our assistance in Warsaw
have been fully paid by a grant from the Agency for International
Development.

In addition, the Commission continued to provide technical assistance
to many emerging market countries and worked closely with



international regulatory bodies to strengthen market inter-
relationships, capital adequacy and other regulatory standards.

Regulation of the Securities Markets

In 1992, the Division of Market Regulation undertook the Market 2000
Study. The study is intended to provide an understanding of how the
equity markets have changed over the past 20 years. The Division
will study the overall structure of equity market regulation, including
its impact on the primary and regional exchanges, exempt
exchanges, the over-the-counter market and proprietary trading
systems. Among the issues the report will explore are the allocation
of regulatory responsibilities, the need for enhanced transparency,
and transaction costs and market fragmentation.

The Commission continued in its efforts toward implementing major
legislative initiatives enacted by Congress in 1990. The Commission
approved a large trader reporting system, which will monitor material
financial exposures of holding company systems with broker-dealer
affiliates. In addition, the SEC promulgated seven investor disclosure
rules designed to address abuses in the penny stock market. The
Commission also reviewed a substantial number of new securities
and derivative products introduced by the industry.

Investment Companies and Advisers

The SEC's Division of Investment Management completed its two-
year study of the Investment Company Act i the first comprehensive
review of the Act in its 52 years of existence. Protecting Investors: A
Half Century of Investment Company Regulation examined the
regulation of investment companies to see where the law could be



more flexible and where regulatory costs could be reduced without
sacrificing the quality of investor protection. The Commission has
already begun to implement some of the report's recommendations.

The Commission also proposed amendments to Regulation E under
the Securities Act that are intended to enhance the ability of small
business investment companies to raise capital and to increase the
liquidity of investments in small business investment companies and
in business development companies.

Full Disclosure System

The Commission adopted major initiatives to streamline regulations
and reduce the cost of compliance for small businesses. The small
business initiatives reflect the Commission's recognition that
traditional sources of funding for small companies have decreased
substantially. The actions taken include tripling the limit for simplified
stock offerings not required to be filed with the SEC and creating
simpler forms for small offerings and financial reports.

The Commission adopted significant revisions of the proxy rules to
facilitate effective communications among shareholders and between
shareholders and their corporations. The reforms will encourage
greater participation by shareholders in corporate governance by
removing unnecessary regulatory barriers, reducing the costs of
complying with the proxy rules and improving disclosure.

In addition, the Commission revised its rules to ensure that
shareholders receive better information about executive
compensation. Among other things, the new executive compensation
disclosure rules require new tables that will disclose clearly and



concisely the compensation received by a corporation's highest paid
executives.

Accounting and Auditing Matters

The Commission continued to provide policy direction to the
accounting profession to move toward using appropriate market-
based measures in accounting for financial instruments. Through the
review and comment process, the accounting staff ensured
compliance with existing rules during the interval. The Commission
also continued to devote significant resources to initiatives involving
international accounting and auditing independence requirements.

Other Litigation and Legal Activities

The Office of the General Counsel continued both to advise the
Commission on all pending legal questions and to handle the
Commission's appellate and certain other litigation. The staff opened
264 litigation matters and received 56 adjudication cases. In addition,
the General Counsel's Office worked extensively on legislative
proposals concerning financial services, litigation reform and other
issues.

Economic Research and Analysis

The economics staff reviewed proposals encompassing the full range
of the Commission's regulatory program. Notably, the staff directed
its attention towards a number of issues including executive
compensation, the impact of banking reforms on the securities
markets, market value accounting, and bond market efficiency.
Analysis and technical assistance provided to the agency included a



quarterly report on the financial health of the securities industry,
reports on trends in the composition of bank asset portfolios,
assessments of materiality and monetary penalties in matters of
securities violations, and analysis of trading events as a result of the
Securities Enforcement Remedies and Penny Stock Reform Act of
1990.

Management and Program Support

The SEC collected $406 million in fees. The agency received budget
authority of $271 million but had spending authority of $226 million.
The fee collections less budgeted funds created a net gain of $135
million to the United States Treasury.

The Commission held 60 meetings and considered 323 matters on a
wide-range of securities issues.

A variety of changes occurred in the administrative support functions
of the agency. They included the reorganization of the Office of Equal
Employment Opportunity and the creation of the Office of Information
Technology to consolidate and manage the agency's increasingly
complex information systems.

The past year's accomplishments are a result of the ability and
dedication of the staff and Commissioners. Our success in enhancing
our system of corporate governance, dealing with internationalization,
facilitating access to capital for small businesses, as well as the
ongoing battle against market manipulation and fraud was also the
result of the excellent cooperation and support from the business and
financial community, the investing public, the Administration and the
Congress.



Sincerely,

Richard C. Breeden
Chairman



COMMISSION M EMBERS AND PRINCIPAL STAFF

OFFICERS

(As of November 4, 1992)

Commissioners

Richard C. Breeden, Chairman i Term expires 1993

Edward H. Fleischman i Term expires1992 [resigned from the
Commission on March 31,1992.]

Mary L. Schapiro 7 Term expires 1994

Richard Y. Roberts i Term expires 1995

J. Carter Beese, Jr. 7 Term expires 1996

Principal Staff Officers

Barbara Green, Executive Assistant and Senior Advisor to the
Chairman

Mary Ann Gadziala, Counselor to the Chairman

Linda C. Quinn, Director, Division of Corporation Finance
Elisse B. Walter, Deputy Director
Mary E.T. Beach, Senior Associate Director
Abigail Arms, Associate Director
Robert Bayless, Associate Director
Teresa lannaconi, Associate Director



Howard Morin, Associate Director
William Morley, Associate Director
Mauri Osheroff, Associate Director

William R. McLucas, Director, Division of Enforcement
C. Gladwyn Coins, Associate Director
Joseph |. Goldstein, Associate Director
Bruce A. Hiler, Associate Director
Harry J. Weiss, Associate Director
Colleen P. Mahoney, Chief Counsel
Thomas C. Newkirk, Chief Litigation Counsel
George Diacont, Chief Accountant

Marianne K. Smythe, Director, Division of Investment Management
Matthew Chambers, Associate Director
Gene A. Gohlke, Associate Director
Thomas S. Harman, Associate Director
William C. Weeden, Associate Director
Vacant, Associate Director

William H. Heyman, Director, Division of Market Regulation
Brandon Decker, Deputy Director
Larry Bergmann, Associate Director
Robert Colby, Associate Director
Mark D. Fitterman, Associate Director
Jonathan Kallman, Associate Director
Michael Macchiaroli, Associate Director
Catherine McGuire, Special Assistant to the Director

James R. Doty, General Counsel, Office of the General Counsel



Paul Gonson, Solicitor and Deputy General Counsel
Phillip D. Parker, Deputy General Counsel

Anne E. Chafer, Associate General Counsel
Richard Humes, Associate General Counsel

Diane Sanger, Associate General Counsel

Jacob H. Stillman, Associate General Counsel
William S. Stern, Counselor for Adjudication

Walter P. Schuetze, Chief Accountant, Office of the Chief
Accountant

Warren E. Blair, Chief Administrative Law Judge, Office of the
Administrative Law Judges

Susan Woodward, Chief Economist, Office of Economic Analysis
Faith D. Ruderfer, Director, Office of EQual Employment Opportunity

James M. McConnell, Executive Director, Office of the Executive
Director
Kenneth A. Fogash, Deputy Executive Director
James A. Clarkson, lll, Director of Regional Office Operations
Lawrence H. Haynes, Associate Executive Director for
Financial Management
Wilson A. Butler, Jr., Associate Executive Director for Filings,
Information and Consumer Services
John Innocenti, Associate Executive Director for Human
Resources Management
John J. Lane, Associate Executive Director for Information
Technology



Fernando L. Alegria, Jr., Assistant Executive Director for
Administrative and Management Support

Michael D. Mann, Director, Office of International Affairs
Kathryn Fulton, Director, Office of Legislative Affairs

Peter M. Robinson, Director, Office of Public Affairs, Policy
Evaluation and Research

Jonathan G. Katz, Secretary, Office of the Secretary



BIOGRAPHIES OF COMMISSION M EMBERS

Richard C. Breeden, Chairman

Following his confirmation by the Senate, Richard C. Breeden was
sworn in as the 24th Chairman of the Securities and Exchange
Commission on October 11, 1989. The SEC oversees trading
markets in stocks, options, bonds and other securities with more than
$10 trillion in aggregate value. It is also responsible for overseeing
the activities of more than 10,000 registered broker-dealers and
investment companies, and approximately 18,000 investment
advisors. The SEC also is responsible for establishing disclosure and
accounting policies for the nation's 13,500 publicly-owned
companies. The SEC also enforces U.S. laws against insider trading
and other market abuses.

As Chairman, Mr. Breeden directs a staff of more than 2,600 persons
operating in offices throughout the United States. During his tenure,
Mr. Breeden has emphasized improvements to the capital raising
process for small and large businesses, increased market stability,
control of unlawful practices and fundamental reform of the corporate
governance system in America. Mr. Breeden has testified before
Congress on more than 40 occasions, and he regularly appears on
news and investment programs in the U.S. and foreign countries to
discuss capital market issues.

In addition to his domestic responsibilities, Mr. Breeden is actively
involved in international financial regulation. During his tenure as
Chairman, he has signed more than 15 international agreements to



promote cooperation in law enforcement and to provide technical
assistance to emerging securities markets around the world. Mr.
Breeden has held several leadership positions in the International
Organization of Securities Commissions, and he is the first President
of the Council of Securities Regulators of the Americas, a group
linking securities regulators of North, South and Central America and
the Caribbean.

Prior to assuming the Chairmanship, Mr. Breeden served in several
governmental assignments, including serving in the White House
under President Bush as Assistant to the President for Issues
Analysis. From 1982-1985, Mr. Breeden also served as Deputy
Counsel to then-Vice President Bush and Staff Director of the
President's Task Group on Regulation of Financial Services, a
cabinet-level group established to recommend improvements in
federal financial regulatory programs.

Mr. Breeden is a lawyer by training. His legal practice has included
corporate and financial transactions of all types. In his most recent
period of private practice, he was a corporate finance partner with the
Washington, D.C. office of one of the nation's largest law firms. Prior
to his original government service, Mr. Breeden practiced law in New
York City from 1976-1981. This followed completion of an
appointment to teach constitutional law and federal jurisdiction at the
University of Miami School of Law.

Educated at Stanford University (B.A. with honors in international
relations, 1972) and Harvard Law School (1975), Mr. Breeden is the
author of articles in both legal and financial publications. Mr. Breeden
resides in Virginia with his wife, Holly, and their three sons. The
family is active in local church, school, athletic and civic affairs.



Edward H. Fleischman

Edward H. Fleischman was sworn in as the 66th Member of the
Securities and Exchange Commission on January 6,1986. He
resigned from the Commission on March 31, 1992 to return to private
practice.

Mr. Fleischman was admitted to the New York Bar in 1959 and to the
bar of the U.S. Supreme Court in 1980. He formerly practiced law
with Beekman & Bogue, where he specialized in securities and
corporate law and related areas.

During his career, Mr. Fleischman has been elected a member of the
American Law Institute, the American College of Investment Counsel
(of which he was President in 1990-1991) and the American Society
of Corporate Secretaries, and he serves as an Adjunct Professor of
Law teaching securities regulation at the New York University Law
School.

Mr. Fleischman was born in Cambridge, Massachusetts on June 25,
1932. He received his undergraduate education at Harvard College,
served in the U.S. Army from 1952 to 1955, and obtained his LL.B
degree from Columbia Law School.

Mr. Fleischman is a member of the Council of the American Bar
Association Section of Business Law. He serves on that Section's
Committee on Counsel Responsibility and in 1987-1991 he chaired
the Committee on Developments in Business Financing, for which he
co-drafted that Committee's 1979 paper on resale of institutional
privately-placed debt and chaired its Subcommittees on Simplified



Indenture and on Annual Review of Developments. He also serves on
the Committee on Federal Regulation of Securities, for which he
chaired Subcommittees on Rule 144 and on Broker-Dealer Matters
and co-drafted the Committee's 1973 letter on utilization and
dissemination of finsidedinformation. In addition, he serves on the
Committee on Futures Regulation and the Committee on
Developments in Investment Services, and has been active in the
Section on Administrative Law.

Mr. Fleischman is also a member of Committee E i Banking Law and
of Committee Q 1 Issues and Trading in Securities of the
International Bar Association Section on Business Law. In the
International Law Association (American Branch), he has been
appointed to membership on the Committee on International
Regulation of Securities.

Mary L. Schapiro

Mary L. Schapiro was sworn in as the 67th member of the Securities
and Exchange Commission on December 19, 1989 by the Honorable
Sandra Day O'Connor, Associate Justice of the United States
Supreme Court. Ms. Schapiro was nominated to the Commission on
November 8, 1989 by President George Bush and confirmed by the
United States Senate on November 18, 1989. Her term expires in
June 1994. Ms. Schapiro had previously been appointed by President
Ronald Reagan for a one year term.

Ms. Schapiro was named chairman of the SEC Task Force on
Administrative Process in 1990, with responsibility for comprehensive
review and revision of the agency's rules for administrative
proceedings. Ms. Schapiro also serves on the Developing Markets



Committee of the International Organization of Securities
Commissions.

Before being appointed to the Commission, Ms. Schapiro was
General Counsel and Senior Vice President for the Futures Industry
Association. While at the FIA her work included regulatory, tax and
international issues, including extensive liaison with foreign
government officials and analysis of state and Federal legislation.

Ms. Schapiro came to the FIA from the Commodity Futures Trading
Commission, where she spent four years. She joined the CFTC in
1980 as a Trial Attorney in the Manipulation and Trade Practice
Investigations Unit of the Division of Enforcement, and from 1981 to
1984 served as Counsel and Executive Assistant to the Chairman of
the agency. In the latter position, Ms. Schapiro advised on all
regulatory and adjudicatory matters pending before the Commission
and on legislation. She also represented the Chairman with Federal
and state officials, Congress, and the futures industry, in addition to
other duties.

A 1977 honors graduate of Franklin and Marshall College (Lancaster,
Pennsylvania), Ms. Schapiro earned a Juris Doctor degree (with
honors) from The National Law Center of George Washington
University in 1980.

Richard Roberts

Richard Roberts was nominated to the Commission by President
Bush and confirmed by the Senate on September 27, 1990. He was
sworn in as a Commissioner on October 1, 1990 by the Honorable



Stanley Sporkin, Judge for the United States District Court of the
District of Columbia. His term expires in June 1995.

Before being nominated to the Commission, Mr. Roberts was in the
private practice of law with the Washington office of Miller, Hamilton,
Snider & Odom.

Before joining the law firm in April 1990, Mr. Roberts was
administrative assistant and legislative director for Senator Richard
Shelby (D., Ala.), a position he assumed in 1987. Prior to that, Mr.
Roberts was, for four years, in the private practice of law in Alabama.
From 1979 to 1982, Mr. Roberts was administrative assistant and
legislative director for then-Congressman Shelby.

Mr. Roberts is a 1973 graduate of Auburn University and a 1976
graduate of the University of Alabama School of Law. He also
received a Master of Laws in taxation from the George Washington
University National Law Center in 1981. He is admitted to the bar in
the District of Columbia and Alabama. Mr. Roberts is a member of the
Alabama State Bar Association and the District of Columbia Bar
Association.

He and his wife, the former Peggy Frew, make their home in Fairfax,
Virginia with their son and two daughters.

Mr. Roberts was born in Birmingham, Alabama on July 3, 1951.

J. Carter Beese, Jr.

J. Carter Beese, Jr. was nominated to the U.S. Securities and
Exchange Commission in October 1991 by President George Bush.



He was recommended for confirmation by the Senate Committee on
Banking, Housing, and Urban Affairs by a vote of 21-0, and confirmed
by the U.S. Senate by unanimous voice vote on February 27, 1992.
In a private ceremony held on March 10, 1992, Mr. Beese was sworn
in as the 71st member of the Commission by the Honorable Stanley

Sporkin, Judge for the U.S. District Court for the District of Columbia.
On April 20, 1992, Mr. Beese was formally sworn in at the White
House by Vice President Dan Quayle. Mr. Beese's term expires in
June of 1996. Before being appointed to the Commission, Mr. Beese
was a partner of Baltimore-based Alex Brown & Sons, the oldest
investment banking firm in the U.S. Mr. Beese's corporate
responsibilities included business development in the areas of
corporate finance, investment management, and institutional
brokerage. Mr. Beese joined Alex Brown in 1978, became an officer
of the firm in 1984 and was named partner in 1987. Mr. Beese was
also active in the founding of the Carlyle Group, a Washington based
merchant bank, and served as an advisory director from 1986 to
1989. In 1990, in a poll of 250 senior financial industry executives
conducted by Institutional Investor magazine, Mr. Beese was named
as one of the next generation's financial leaders.

Before becoming a Commissioner, Mr. Beese was appointed by
President Bush to serve as a Director of the Overseas Private
Investment Corporation (OPIC), a U.S. Government agency that
assists American private business investment in over 120 countries
by financing direct loans and loan guarantees and by insuring
investments against a broad range of political risks. Mr. Beese was
appointed to this position in April 1990, recommended for
confirmation without dissent by the Senate Foreign Relations
Committee, and unanimously confirmed by the U.S. Senate.



In addition, Mr. Beese also served on the Securities and Exchange
Commission's Emerging Markets Advisory Committee and was a
member of the SEC delegation to Hungary and Mexico. As part of his
responsibilities, Mr. Beese provided technical assistance on the
formation and regulatory oversight of financial markets. Further
during 1991, Mr. Beese served as a member of the Committee on
Financing Technology in the U.S., a joint project between the
Treasury and Commerce Departments initiated to study the adequacy
of investment in technology needed by U.S. companies to meet
global competition.

Mr. Beese is active in a number of civic organizations, including the
American Center for International Leadership (ACIL) of which he is a
director. ACIL brings young American leaders together with their
counterparts in various foreign countries. Mr. Beese patrticipated in
ACIL missions to the Peoples Republic of China in 1988 and to the
former USSR in 1990. He is a committee member of CHILDHELP
USA and serves on the boards of Preservation Maryland, The Palm
Beach Maritime Museum and Ocean Engineering Institute, and the
Advisory Board of National Rehabilitation Hospital. Mr. Beese resides
in Baltimore, Maryland with his wife, Natalie, and two children,
Courtney and John Catrter.



REGIONAL AND BRANCH OFFICES AND ADMINISTRATORS

(As of November 4, 1992)
REGION 1

Richard Walker

NEW YORK REGIONAL OFFICE
75 Park Place, 14th Floor

New York, NY 10007
212/264-1636

Region: New York and New Jersey

REGION 2

Douglas Scarff

BOSTON REGIONAL OFFICE

John W. McCormack Post Office and Courthouse Building, Suite 700
Boston, MA 02109

617/223-9900

Region: Maine, New Hampshire, Vermont, Massachusetts, Rhode
Island, and Connecticut

REGION 3

Richard P. Wessel

ATLANTA REGIONAL OFFICE
3475 Lenox Road, N.E., Suite 1000
Atlanta, GA 30326-1232



404/842-7600

Region: Tennessee, Virgin Islands, Puerto Rico, North Carolina,
South Carolina, Georgia, Alabama, Mississippi, Florida, and
10uisiana east of the Atchafalaya River

Charles C Harper

MIAMI BRANCH OFFICE

Dupont Plaza Center

300 Biscayne Boulevard Way, Suite 500
Miami, FL 33131

305/536-5765

REGION 4

William D. Goldsberry

CHICAGO REGIONAL OFFICE

Northwestern Atrium Center

500 W. Madison Street, Suite 1400

Chicago, IL 60661

312/353-7390

Region: Michigan, Ohio, Kentucky, Wisconsin, Indiana, lowa, lllinois,
Minnesota, and Missouri

REGION 5

T. Christopher Browne

FORT WORTH REGIONAL OFFICE
411 West Seventh Street, 8th Floor
Fort Worth, TX 76102

817/334-3821



Region: Oklahoma, Arkansas, Texas, 10uisiana west of the
Atchafalaya River, and Kansas

REGION 6

Robert H. Davenport

DENVER REGIONAL OFFICE

1801 California Street, Suite 4800

Denver, CO 80202-2648

303/391-6800

Region: North Dakota, South Dakota, Wyoming, Nebraska, Colorado,
New Mexico, and Utah

Donald M. Hoerl

SALT LAKE CITY BRANCH OFFICE
500 Key Bank Tower

50 South Main Street, Suite 500

Salt Lake City, UT 84144-0402
801/524-5796

REGION 7

Elaine Cacheris

LOS ANGELES REGIONAL OFFICE

5670 Wilshire Boulevard, 11th Floor

Los Angeles, CA 90036-3648

213/965-3900

Region: Nevada, Arizona, California, Hawaii, and Guam

Vacant
SAN FRANCISCO BRANCH OFFICE



901 Market Street, Suite 470
San Francisco, CA 94103
415/744-3140

REGION 8

Jack H. Bookey

SEATTLE REGIONAL OFFICE

3040 Jackson Federal Building

915 Second Avenue

Seattle, WA 98174

206/553-7990

Region: Montana, Idaho, Washington, Oregon, and Alaska

REGION 9

Vacant

PHILADELPHIA REGIONAL OFFICE

The Curtis Center, Suite

1005 E. 601 Walnut Street

Philadelphia, PA 19106-3322

215/597-3100

Region: Pennsylvania, Delaware, Maryland, Virginia, West Virginia,
and District of Columbia



ENFORCEMENT

The Commission's enforcement program is designed to protect
investors and foster investor confidence by preserving the integrity
and efficiency of the securities markets. Last year, as in prior years,
the Commission maintained a strong presence in all areas within its
jurisdiction. The deterrent impact of the program was enhanced, by,
among other things, the Commission's extensive use of important
new remedies during the year.

Key 1992 Results

In 1992, the Commission instituted a record number of enforcement
actions, responding to a wide range of securities law violations.
Remedies and procedures authorized by the Securities Enforcement
Remedies and Penny Stock Reform Act of 1990 (Remedies Act)
strengthened the Commission's enforcement arsenal.

The Commission obtained court orders requiring defendants to
disgorge illicit profits of approximately $558 million. This included
disgorgement orders in insider trading cases requiring the payment of
approximately $51 million. Civil penalties authorized by the Remedies
Act and the Insider Trading Sanctions Act of 1984 (ITSA) and the
Insider Trading and Securities Fraud Enforcement Act of 1988
(ITSFEA) totaled over $221 million.

Ninety criminal indictments or informations and 86 convictions were
obtained by criminal authorities during 1992 in Commission-related



cases. The Commission granted access to its files to domestic and
foreign prosecutorial authorities in 280 cases.

[table omitted]

Enforcement Authority

The Commission has broad authority to investigate possible
violations of the federal securities laws. Informal investigations are
conducted on a voluntary basis, with the Commission requesting
persons with relevant information to cooperate by providing
documents and testifying before the staff. The federal securities laws
also empower the Commission to conduct formal investigations, in
which the Commission has the authority to issue subpoenas that
compel the production of books and records and the appearance of
witnesses to testify. Both types of investigations generally are
conducted on a confidential, nonpublic basis.

Traditionally, the Commission's primary enforcement mechanism for
addressing violative conduct has been the federal court injunction. In
civil actions for injunctive relief, the Commission is authorized to seek
temporary restraining orders and preliminary injunctions as well as
permanent injunctions against any person who is violating or about to
violate any provision of the federal securities laws. A federal court
injunction prohibits future violations. Once an injunction has been
imposed, conduct that violates the injunction will be punishable by
either civil or criminal contempt, and violators are subject to fines or
imprisonment. In addition to seeking such orders, the Commission
often seeks other equitable relief such as an accounting and
disgorgement of illegal profits. When seeking temporary restraining
orders, the Commission often requests a freeze order to prevent



concealment of assets or dissipation of the proceeds of illegal
conduct. The Remedies Act authorized the Commission to seek, and
the courts to impose, civil penalties for any violation of the federal
securities laws (with the exception of insider trading violations for
which penalties are available under ITSA). The Remedies Act also
affirmed the existing equitable authority of the federal courts to bar or
suspend individuals from serving as corporate officers or directors.

In addition to civil injunctive actions, the Commission has the
authority to institute several types of administrative proceedings. The
Commission may institute administrative proceedings against
regulated entities, in which the sanctions that may be imposed
include a censure, limitation on activities, and suspension or
revocation of registration. The Commission may impose similar
sanctions on persons associated with such entities and persons
affiliated with investment companies. For example, the Commission
may bar or suspend individuals associated with a broker or dealer
from participating in an offering of penny stock. In these proceedings,
the Remedies Act authorizes the Commission to impose penalties
and order disgorgement against regulated entities and persons
associated with such entities.

The Remedies Act authorizes the Commission to institute
administrative proceedings in which it can issue cease-and-desist
orders. A permanent cease-and-desist order can be entered against
any person violating the federal securities laws, and the order can
require disgorgement of illegal profits. The Commission also is
authorized to issue temporary cease-and-desist orders, if necessary
on an ex parte basis, against regulated entities and persons
associated with regulated entities, if the Commission



determines that the violation or threatened violation is likely to result
in significant dissipation or conversion of assets, significant harm to
investors, or substantial harm to the public interest prior to completion
of proceedings.

Section 8(d) of the Securities Act of 1933 (Securities Act) enables the
Commission to institute proceedings to suspend the effectiveness of
a registration statement that contains false and misleading
statements. Administrative proceedings pursuant to Section 15(c)(4)
of the Securities Exchange Act of 1934 (Exchange Act) can be
instituted against any person who fails to comply, and any person
who is a cause of failure to comply, with reporting, beneficial
ownership, proxy, and tender offer requirements. Respondents can
be ordered to comply or to take steps to effect compliance with the
relevant provisions. Pursuant to Rule 2(e) of the Commission's Rules
of Practice, administrative proceedings can be instituted against
persons who appear or practice before the Commission, such as
accountants and attorneys. The sanctions that can be imposed in
these proceedings include suspensions and bars from practicing
before the agency.

The Commission is authorized to refer matters to other federal, state,
or local authorities or self-regulatory organizations such as the New
York Stock Exchange or the National Association of Securities
Dealers (NASD). The staff often provides substantial assistance to
criminal authorities, such as the Department of Justice, for the
criminal prosecution of securities violations.



Enforcement Activities

Set forth below are summaries of significant enforcement actions
initiated in various program areas during 1992. Defendants or
respondents who consented to settlements of actions did so without
admitting or denying the factual allegations contained in the complaint
or order instituting proceedings. See Table 6 for a listing of all
enforcement actions instituted in 1992.

International Enforcement

A substantial number of investigations have international aspects,
and the staff took depositions in and obtained information from a
number of foreign countries. In conjunction with the Office of
International Affairs, the staff prepared more than 180 requests to
obtain information from foreign authorities, pursuant to formal or
informal agreements and understandings, and worked on a
substantial number of requests for assistance from agencies of
foreign nations.

As part of its increasing emphasis on international coordination and
cooperation, the staff participated in a number of training and
education opportunities. Representatives from 38 foreign securities
agencies attended the 1992 Enforcement Training Program at the
invitation of the Division of Enforcement.

Violations Relating To the Government Securities Markets

During the year, the Commission focused increased attention on
violative activities affecting the conduct and fairness of the market for



securities issued by the U.S. Treasury and various government-
sponsored entities.

The Commission instituted proceedings, jointly with the Comptroller
of the Currency and the Board of Directors of the Federal Reserve
System, against 98 registered broker-dealers, registered government
securities brokers and/or dealers and banks (In the Matter of the
Distribution of Certain Debt Securities Issued by Government
Sponsored Enterprises?). The administrative proceedings arose from
the respondents' alleged violations of record-keeping provisions in
connection with their participation in certain primary distributions of
unsecured debt securities issued by one or more of the following
government-sponsored enterprises: the Federal Home loan Banks,
the Federal Home loan Mortgage Corporation, the Federal National
Mortgage Association, and the Student loan Marketing Association.
The sanctions imposed in the proceedings included cease and desist
orders, and orders requiring the payment of civil penalties totaling
$5.2 million. In addition, the Commission issued a report regarding
this matter pursuant to Section 21 (a) of the Exchange Act.

In an action against Salomon Inc. and Salomon Brothers Inc., the
Commission alleged that between August 1989 and May 1991,
Salomon repeatedly submitted false bids in auctions for U.S.
Treasury securities (SEC v. Salomon Inc.?). These activities allowed
Salomon to circumvent the limitations imposed by the Treasury
Department on the amount of securities any one person or entity may
obtain from auctions of U.S. Treasury securities. Salomon also
created numerous false books and records in connection with these
bids. Salomon consented to the entry of an order by which it was
enjoined, and also entered into settlement agreements with respect to
civil claims of the Department of Justice. In addition, Salomon



consented to the entry of an order requiring the payment of $290
million, of which $122 million represents the payment of civil penalties
under the Remedies Act, $50 million represents a forfeiture to the
Department of Justice Asset Forfeiture Fund, and $18 million
represents payment to the United States in respect of potential claims
under the False Claims Act and common law. The remaining $100
million was paid into the registry of the court for the satisfaction of
private civil claims against Salomon.

Related administrative proceedings also were instituted against
Salomon Brothers Inc. (In the Matter of Salomon Brothers Inc.?). In
addition to finding that Salomon Brothers had been enjoined, the
order instituting proceedings alleged that senior management of
Salomon Brothers had learned in late April 1991 that a managing
director of the firm had submitted a false bid in an auction of U.S.
Treasury securities in February 1991. Despite this information,
Salomon Brothers took no action over the next several months to
investigate the matter or to discipline the managing director. The
Commission thus alleged that Salomon Brothers failed reasonably to
supervise the managing director with a view toward preventing his
violations. Salomon consented to the entry of an order by which it
was censured and ordered to comply with its undertaking to maintain
policies reasonably designed to prevent a recurrence of its violations.

The Commission brought an action against Stotler and Company,
formerly a registered broker-dealer engaged in the government
securities business, and four individuals associated with Stotler, its
parent or affiliates, alleging that they participated in a scheme to
defraud public investors and to deceive the Commission and other
regulatory agencies concerning the financial condition of Stotler and
its parent and affiliates (SEC v. Thomas M. Egan®). Among other



things, the defendants engaged in a series of unlawful transactions to
conceal self-dealing and create the false appearance of regulatory
capital compliance and profitability. At the end of 1992, this action
was pending.

Violations Relating To Financial Institutions

The Commission has focused increased attention on possible
securities law violations by financial institutions and persons
associated with them. A special unit within the Division of
Enforcement is dedicated to investigating, among other things,
financial fraud encompassing false financial statements and
misleading disclosures in filings by publicly-held financial institutions
and holding companies, and insider trading by persons associated
with financial institutions.

The Commission brought an enforcement action against Charles
Keating, Jr., and eight other former officers, directors, and high-
ranking employees of American Continental Corporation (ACC) and
its former subsidiary, Lincoln Savings and loan Association, and
against the former chairman and chief executive officer of CenTrust
Savings Bank, alleging violations of the federal securities laws arising
from the operations of ACC and Lincoln (SEC v. Charles H. Keating,
Jr.°). The charges involve: ACC's improper recognition of over $120
million in income between 1985 and 1988 from nine real estate and
securities transactions that were structured to create the false
appearance that gain recognition was appropriate; the fraudulent sale
of approximately $275 million worth of ACC's subordinated
debentures in the branches of Lincoln; false and misleading
disclosures about ACC's liquidity, cash flow, related party
transactions and due diligence procedures; the issuance of a false



press release to bolster the price of ACC's stock; insider trading by
Keating; and violation of the broker-dealer registration requirements.
In addition to seeking permanent injunctions against the defendants,
the Commission is seeking to bar Keating and another defendant
from serving as officers or directors of any publicly-traded company,
and is seeking disgorgement of losses avoided by Keating through
his insider trading activities, along with ITSA penalties of up to three
times that amount. Four of the defendants consented to the entry of
injunctions. At the end of the year, this action was pending as to
Keating and the other defendants.

The Commission instituted cease and desist proceedings against
Abington Bancorp, Inc., a savings bank holding company (In the
Matter of Abington Bancorp, Inc.?). During 1989 and 1990, Abington
allegedly failed to classify as fother than temporaryothe declines in
market values below cost bases of certain noncurrent marketable
equity securities of various issuers. The order instituting proceedings
concluded that Abington should have written down these securities to
their realizable values and recognized the corresponding losses in
the appropriate periods as required by generally accepted accounting
principles (GAAP). It further concluded that Abington's financial
statements for the reporting periods in which it failed to recognize
such losses were materially inaccurate with respect to net after-tax
income. Abington consented to the entry of a cease and desist order.

In SEC v. Donald Coleman,’ the Commission alleged violations by
Donald J. Coleman, the former chief financial officer of Washington
Bancorporation (WBC); W. Thomas Fleming Ill, the former president
of National Bank of Washington (NBW), a WBC subsidiary; and a
former NBW salesperson. The complaint alleged that prior to WBC's
default on $37 million in commercial paper sold through NBW,



Coleman and Fleming failed to disclose material information relating
to WBC's inability to repay its commercial paper obligations. The
complaint further alleged that Coleman aided and abetted the filing of
a false and misleading Form 10-K for fiscal year 1989, and that he
allowed continued sales of unregistered commercial paper. The
complaint further alleged that the former NBW salesperson invested
customers' funds in WBC commercial paper (since repaid) without
the customers' knowledge, authorization or consent. Coleman and
the former NBW salesperson consented to the entry of orders
enjoining them. At the end of the year, the action against Fleming
was pending.

The Commission filed an action against seven defendants, alleging a
scheme to defraud in the offer and sale of approximately $10 million
of uninsured subordinated capital notes issued by Germania Bank, a
federal savings institution subsequently placed in receivership by the
Resolution Trust Corporation (SEC v. Edward Morris®). The alleged
violations included Germania's issuance of false financial statements
in a quarterly report that understated loan loss reserves by at least
$4.1 million; Germania's false statement in its offering circular that no
commissions would be paid to salespeople when in fact such
commissions were paid for sales of the notes; and
misrepresentations concerning whether the notes were insured, the
risk associated with an investment in the notes, and the liquidity of an
investment in the notes. At the end of 1992, this action was pending.

The Commission instituted administrative proceedings pursuant to
Rule 2(e) against Robert J. 10mmazzo, a former partner in the
accounting firm of Coopers & Lybrand, alleging improper professional
conduct in that he failed to maintain his independence during audits
of Citizens First Bancorp, Inc., for fiscal years 1986, 1988 and 1989



(In the Matter of Robert J. 10mmazzo, CPA®). 10mmazzo, the
concurring partner on the audits, was responsible, among other
things, for performing a review of the audits and ensuring that the
audits were conducted in accordance with the rules of professional
conduct. During the years at issue, 10mmazzo directly or indirectly
obtained numerous loans from Citizens, many of which were
unsecured. Despite the lack of independence allegedly arising from
his receipt of the loans, 10mmazzo concurred in Coopers' unqualified
reports on Citizens financial statements, and did not cause Coopers'
reports to contain a disclaimer of opinion or to reference the lack of
independence. At the end of the year, this matter was pending.

Insider Trading

Insider trading occurs when a person in possession of material
nonpublic information engages in securities transactions or
communicates such information to others who trade. Insider trading
encompasses more than trading and tipping by traditional insiders,
such as officers and directors who are subject to a duty to disclose
any material nonpublic information or abstain from trading in the
securities of their own company. Violations may also arise from the
transmission or use of material nonpublic information by persons in a
variety of other positions of trust and confidence, or by those who
misappropriate such information.

The Commission ordinarily seeks permanent injunctions and ancillary
relief, including disgorgement of any profits gained or losses avoided,
against alleged violators. In addition, the ITSA penalty provisions
authorize the Commission to seek a civil penalty, payable to the
United States, of up to three times the profit gained or loss avoided,
against persons who unlawfully trade in securities while in possession



of material nonpublic information, or who unlawfully communicate
material nonpublic information to others who trade. Civil penalties
also can be imposed upon persons who control insider traders.
During 1992, the Commission brought 41 civil and administrative
actions alleging insider trading violations.

In an action against Edward R. Downe, Jr., a member of the board of
directors of both Kidde, Inc., and Bear, Stearns Companies, Inc., six
other individual defendants and a corporate defendant, the
Commission alleged a scheme involving numerous instances of
insider trading occurring between 1987 and 1989 (SEC v. Edward R.
Downe, Jr.*°). The Commission alleged that Downe learned material
nonpublic information concerning mergers, leveraged buyouts, tender
offers, and other extraordinary corporate events, through his
employment or tips from other defendants. Downe traded while in
possession of such information and also provided information to other
defendants who traded. The complaint seeks disgorgement of more
than $23 million plus prejudgment interest, ITSA penalties, and an
order prohibiting Downe from acting as an officer or director of a
publicly-held company. One of the defendants consented to the entry
of an order enjoining him and requiring him to pay an ITSA penalty of
$58,000. At the end of 1992, this case was pending as to Downe and
all other defendants.

A number of cases were brought involving violative conduct by
traditional corporate insiders. In SEC v. Hugh Thrasher,* the
Commission alleged violations by eighteen individuals and a broker-
dealer firm in connection with transactions in the stock of Motel 6,
L.P. According to the complaint, Hugh Thrasher, the executive vice
president in charge of corporate communications at Motel 6, tipped
material nonpublic information regarding a proposed tender offer for



Motel 6 stock to a friend who in turn tipped numerous relatives and
acquaintances. The complaint seeks disgorgement of $4.5 million
plus prejudgment interest, ITSA penalties, and an order prohibiting
Thrasher from acting as an officer or director of a publicly-held
company. Four of the defendants consented to the entry of
injunctions and agreed to disgorge a total of $467,685 plus
prejudgment interest, and to pay ITSA penalties totaling $426,603. At
the end of the year, this action was pending as to Thrasher and the
other defendants.

Two actions involved allegations that government officials had
engaged in illegal trading while in possession of material nonpublic
information obtained in the course of their employment. In SEC v.
John Acree,*® the Commission alleged that two employees of the
Office of the Comptroller of the Currency (OCC) and a former OCC
employee who was then working for a private consulting firm,
misappropriated information from their employers, including
information concerning a planned bank examination and two
proposed mergers of financial institutions. Trades were in some
instances concealed by being executed through the account of a
fourth defendant, the manager of a diner, who subsequently
consented to the entry of an order enjoining him and requiring him to
disgorge $26,336, plus prejudgment interest, and to pay an ITSA
penalty equal to the disgorgement amount. This action was pending
at the end of the year against the other defendants.

In SEC v. N. Donald Morse, II,** the Commission for the first time
brought charges of insider trading in the municipal bond market. The
defendant, the secretary/treasurer of the Kentucky Infrastructure
Authority, was responsible for selecting certain bonds for redemption
by the agency, and for soliciting tenders from bondholders. In its






