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July 13, 1030e

The Lonorable Viillian Ce !eAdoo,
inited States Lenpbor,

200 Las Alturas Road,

Canta Tarbdara, California.

\'y doar lenator l'ofidoot

I have tho latter of your secrotary of July 7, 1030
requoesting a sumary of the activitien of the Hocuritles and
Dxohiange Comaission in Californie aince its establisimont,
with partioular referonce to the work of tho fan Francisco
Heplonal Offioces

I have forwarded @ copy of your letter to !'re loward
Ae Judy, Foglonal Adcdnistrator in Jen Franolsco, torethor
with a ocopy of this letter so that he may forvmrd to you alde
ditional statistical and othor inforration %o supplecent the
material containod hereines In this connootion I wish ¢o
state that the Fourth Annual Donort of the Jocurities and
Exchanre Commisplon 48 now being oomplled and oconsequontly,
prior to the conpletion of our report, I an asking the Jen
Franecisoo Gf{ice to formyrd you alditional informmtion,

I an enolosing herewith coploes of the First, Seocmd
end Third Annual Peports of the Seourities and Pxchanro Come
risglion which cover the poricd fron the formmtiom of the
Corxdasion untll Jume 80, 1087 I also encloas an offiolal
panphlet entitled "Tho Vork of the fecuritics and Exechange
Comispion® which ouscinotly statos the prineipel fmeotions
of the Comission and othor datas This pamphlet io dated
Farch 1, 1030¢ I also enclose a eopy of address entitloed
"A Proryan for Covernment and DPusiness™ deliverod June £2, 1930
before the Foundation for the Adwanoeant of tho Scolal Selences
at Jenver, Colorndos a oopy of the address of Cormissioner John
Ws 'anos bLefore the Musiness School Alumi Assoclation
delivered June 17, 1030, and & oopy of tho address of Coomiseioner
John Vie Ianes before the Central Utates Group of the Investment
Danlrers /soociation of Anerioa at Chisarso on March 17, 1980 Theso
a'drosnes, in a general way, indicate the alme and purposes of
the Coamiseion in furtheranso of the powers pranted i,



The Securitics and Lmohanpe Camission hes administrative
duties iz comnoeotion with four acts passed by Congrocos Theso
aots are tho Soourities Aok of 1933, as anended, which, generally
apoalking, regulates the icsuance and sale in interstate couiorve
axd by neans of tho malls of ner distributions of securities or
rediotributions by an 1lssulng ocorporation or thelir controlling
persagy the Seourities Lzohange Aot of 1534, as axoudod, which,
cenerally epeaking, regulates trading in soourities on exchanpes
and in the over-thewsaumter narkets and matters relative thereto;
the Public URility lioldinp Coupany feot of 1930, which regulates
the securitics practices of publio utility bol.dinz omniut the
Chandler bLill, passed at the last secsion of Congress, whiol saends
the Yational Tankruptoy Aot to provide that in cortain cases tho
Socurities and Exclange Coxxission may intervens in recrmniszaion
procoedings and nay prepare advisory reports to the judse handlin:
the reorpanization, with relerence to the falrmess of all plans of
recrganisation which 1% is proposed to suinit to the security holders
wader the reorpanigation provicions of the lankrupteoy Act,

The territory sntvaced Ly the Cen P'rancipco Rezional (ffice
ircludes the statee of Califurnia, Arigona, ol Newada, and tho
lUgpmifan Islandse In this region the San Ironeisco office pore
forns those functions of the Coamission which can best be pore
formed throush & regioral erencys \The San Franoisco Office i
headed by lire Hommard A Judy, fszional idministrator, exd unler
hin are four attorneys, ono assistant chiof scoomtint investi-
mtor, five accountant inwvestipators, one 0!l royalty end lesso
oxport, in edditicn to the elorical and stenographio helps

This office malwos investiratiocns of offerings of securities
under the Securitiea iot of 1053, as snended, with spocial refsronce
to dotermining whether tho offering has etmplied with the resice
tration and disclosure requirecumts of Seotion § of the Securities
Aot of 1933, as pmended, and with the antiefraid provisioms of
Section 17 of the Aots This office also makes investipations %o
deterrine whethor there has boen any violation of the lzws proe
hibiting manipulation and other improper trading prastiose on
exchanges, malos inspections ormginwmormhm
that the minimm margin repulations have not deen violated, and
raes other investiprations oomcerning the propriety eof listings or
delisting of securities from éxchanges.

The fan Fransisco Cff%ce has & brasch office in Los ingoles
fron which a considorable anount of this investimtive work is
conduched,.
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In pddition to its inveoticative wori, the Uan rancisoo
£7ic0 also renders advisory service to all persons seeking ine
forration eoncorning the application of the various acte adninise
teorod by thls Comdssions In view of the nowmess and soope of
the lame adninistered Ly this Counxission, the loriomal (fi'ice will
consider proposed transacticns when tho gaze are mwesontod %o it
e~ will afvise conserning tle rulecs and regulations of the Con=
zission which muzt bo comnlied with in the particular situation,
This advisory service is supplecented, when noeaessary, by advice
from the Comisaica 4= Toshinrton and, I btelieve, is ono of the
ivportant services perforned by the Comiseion iz enmabling the
publie teo coply with the now standerds irposed by tho aots ade
ministered by this Comnisaion,

The Ean Mrencisce ((ffice of the Comiasion will, it is now
planned, actively partieirate in corporato reorgaiigaticns under
the Chandler Bll in conjunction with the reorganization division
of the Coemicelieon in Washingtone, It is bolisved that wnder this
new legislation the Commission will, as clmanpica of the iovestor
inteorests in recrganization, be able to render resl service to the
investing publice The sorvices of an impartial badr of experts,
which the Comzisalon deligves 1t would be able £9 supply to the
courts in reorganisation, should be & waluadle aid in develoning
opoditious and juct reorganizaticns in tho fuburee You are, . of
sourse, sware that tho reorpanimmtion legislation which will g0
into effect Sepbtender 22, 1033 18 the result of the investirationa
conducted by this Comission eaxd of wvarioms investisations by
Eouse and fenate cormdttnen, notadly the investipmtion rade by
your own coitions

Tho San Franoisco Eeziomal Office is also participating
aotively in ¢ho prelininary work with reference to tho formation
of natiomal and, whore desirable, affiliated srganisations of
brotor-dealers under the recont earwndnent 4o tho Seourities Exchanpe
Aok of 1934 (the !mlonoy Act) 60 that selfegovermart and the e~
tablishnent of hipgher and bottor trading praoctices of brovers and
dealeors oan be achieved under the supervision of this Corission.

I have, of corse, touched morely the hishlishts of the
varied progran which is being carried on bv the Coxissien
throushout the eocuntry amd which 18 being carried om 4n Califcrnia
throush the San Franoisoo Hopgiomal Offices Our imedlets objective
ig the protectien of invesborse But in a larger sense it is the
funetion of this Comission and of the lawe which it adninioters
to protest the Hatiom's delioade and vital financial nechanisn
to vhich our whole esononic eysten is peared, This financial
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mochanism = the oapital merkets and security markets « rests squarely
upon the continuing faith and confidence of the investing publio,.

The maintenance of that faith and confidemoce derands that the honesty
of securitics, security markets end dealings in securitios must be
unquestioneds I feel that substantial progress toward this goal has
been made in the past and that, throuch the aid of the legislation

adopted at the last seasion of Congross, sdditional gains ean be
made, ‘

If we may furnish additional inforwation on any particular
matters, please do not hositate to get in touch with me or with
lir, Howard A. Judy, our San Franoisco Regional Ad-inistrator.

Yours falthfully,

Willianm O, Douglas,
Chairzane
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