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The CoaIIli .. 10n' I Enforc8llent 'rogr_ may be divided in 

leverel categor1ell (1) aecurity compliance with atatutory require-

ments for the fi11Dg of re,iltratioa Itatements, reportl, proxy 

Itatements, trult indenturel and other documents required ~ to be 

filed by campenia. lubject to the jurildiction under the leveral 

securities acts; (2) adminiltrative proceedings and other adminiltrative 

action of leiS formal nature de.igned to enforce the forego ina requirements; 

(3) action taken by the CommissioD through the administrative proceeding. and 

through ectionl iD the court which are designed"to rectify .tatutory viola-

tiona and to puniah violator. and (4) the continuina progrem of the Commi.-

don which b dealgned to keep t.he Coaei .. ion' s rule and regulation 

requirement. in step with changing pattern. of ~ecuritie. di.tributlonl 

~ and other changes in the capital and securities marketa. Another facet 
which 

of the Commilsion'. Enforcement rrogram/il in fact an a.pect of the 
, 

other four, 1. the alliltance rendered by the Commillion and its 

Washington Office and it. nine regional and .ix lub-regional office. 

to peraons inquiring with respect to the application of the statutes 

to proposed transactions and as to the meaning~ scope, appli~tion and 

inappl1catlon of the facti end the rules and regulations thereunder. 
< 

These will be discussed below: 

(1) In point of volume, perhaps the greatest re.ponsibility of 

the Commis.ion ist to secure compliance with the provisions of the 

statutes and rules adopted to implement those provisions so a. to 
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aecure the filina with the Commia.ion and, .bare appropriate. 

with national •• curitie. exchange a of adequate of accurate 

information concemina the large number of companies aubject to 

the Commi •• ion'. juri.diction in order that inveator. may have 

.ufficiant information to exerci.. informed Judsaent. whether to 

purcha .. or to •• 11 .ecuriti •• or to vote for or again.t variou. 

type. of corporate action requiring ... their conaideration or 

approval. In addition. thi. information .erve. 8enerally to 

provide inve.tor. with an accounting of the .teward.hip of their 

companie. by the elected man.Sement. and their appointed effie ••• 

official.. Finally, thi. vaat body of information i. available 

to the brancha. of the Government end i. of a •• i.tance in reeching 

important determination. of economic trend. and change. in the 

capital of the aecuritie. market. a •• ell a. providing information 

upon the ba.le of which important policy cot,l.ideraUon. may be 

reached and enforced • . 

The Coamiadon' •• taff, for reasona of efficiency, if 

divided into aeveral division. and offices and a protion of the 

work is conducted in the regional officea. Por the purpoae of 

this di.cu •• ion, however. it may IUffice to .tate that the ataff 

concerned with thia area of the CoDaladon'. Enforcement Program 

conai.ta of .ecurlty &naly.ta, attorney., accountant.. englneera 

end other peraona who are experta in all fielda of CQrporate financial 

aecurltles distributions. atock exchange and over-the-counter aecuri-, 

tie. market. practice. and related legal and engineering problem •• 

\ , 
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It 1. the primary r •• pon.1bllity of thi. .taff to review 
_hether 

materi.l fil.d _ith the Commis.1on to d.terminelluch mat.ri.l 

compli.s _ith the st.tutory standards .s tmplemented by Commis· 

.10D rule.. regul.tions and forms. This work not only requires 

expert review and under.tanding of the mat.ri.l fil.d, but in 

order to •••••• it. gen.r.l .ccur.cy. it i. n.c •••• ry for the .t.ff 

to review on a con.tant ba.i. change. in the pattern of .ecuritie. 

distribution a company ora.ni •• tion and combination a. _ell .s 

changes in the buain.a. and indu.trial s.etors of the .conomy. 

The Commi •• ion .1.0 ba. under the .tatute. a continuing 

re.pon.ibility to review it. rule, regul.tion and proc.dural 

requirement. on a continuing ba.is to determine Whether the 

.legislative purpos.s are beina fully carried out in the 

context of the changing economic scene. This aKta activitY ,.lso 

ka. for its purpose the eltminatioD of requirements no longer 

n.cesaary or meaningful and thebtegratlon of requirements among 

the several statute. Wherever po.sibl. so f .s to avoid unneeesaary 

burden •• 
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The .. cond aapect of tbe CoaIIdedon'. eDforc .... t proar-

mentionad related to tbe Implementation of the Commi.alon'. reaponaibi1ity 

to .ecure compliance with atatutory and rule requirement. a. to information 

and cIoc..ante required to be fUed with tbe COIIDbdon, with national 

aecuritle. excban ... or required to be furni.hed to exi'tiDa or pro.pective 

lnve.tor.. The Commi,.ion baa a variety of admiDiatrative autboritle. 

&Dd techDlque. which are dealpd to achieve tbb purpo... ftu., under 

the SecurlUe. Act tbe Coaai •• lon ... y inaUtute formal exemfnatlon, refuaal 

Q order anel atop order procedure., and in aid of tha .. ,roceelur.e ... ,. 

It ... ,. Inatitute or otherwi •• private or public 

iave.tlsatlona. Where a formal proceeelina i. conducted the Coaai •• ion 

accorde (I) whIIthar or not the proc .. dina ta 

subject to the requirement. of the Mminbtrative Procedurea Act of 

1946 tha full panoply of right. and '1'lvl1esa. con.ider.d appropriate 

within the concept of due proce.e. The .. proc .. dinaa are uauelly 

adversary in natura .nd are conduct.d in the ... manner and with the 

.1Ime dlplty .a aelver .. ry proceedlnsa in the courta are conducted. 

They ara uaue11y bald before a bearing offic.r whoae recomm&Dded 

dacblon to tbe Coamiaalon b adviaory ao •• to pendt the perti.. full 

recoura. to tbe COIIDbalon ltaelf in connection with .ny .uch ,roc.edins 

by vay of requ .. ted iti fiDdinsa, exception., briefe and 01'.1 argument. 

\ 

\ 
~ 
.~ 

BlaewMr. iD tM. report 1M dbcu •• eel tbe n"r of proceeelinp of thb \: 

general character which have been initiated and conducted under tbe 

aaveral acta durlns the peat filcel year. 

Apart fl'Olll the.. formal ,roc .. ellnsa, and perbap. of areat" 

lmportance to industry and to the lawaator are the lnfo~l procedure. 

which the CoIIm1.alon dev1 .. d anel baa pertected through tbe ,.are to 
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aecure prompt compllanc. with .tatutory requiremeat. iD coDDlctioa with 

tbe v.et -Jodty of c..... It IIIIIY be fair to NY tbet thie procedure 

w.. firat ialti.ted by tbe Commi •• ioa .bortly .fter thl eaactment of 

tbe SacuriU •• Act. thl firet .tatut. it v ••• utborhed to .dm1rliet.r 

ia orcMr to ... un expaditlou. haDdlin. of II&ttare pr ... nted to tbe 

OoaDi .. ioa with tbe 1e •• t po .. ib1e intarruption to thl fr •• play of tbe 

.. curiU •• aarbt.. ru. procedure which hae baen .daptad .nd ie DOW 

uaed UDcMr .11 of thl .t.tuta. .dm1rliatered by thl Oomml •• ion 1 • 

•••• ntla11y an 1nfol'llllll proceedina vber.by except for ca ••• of 

palpable fraud or flaar.nt di.resard of thl r.quir ... nt. of tbe .tatut. 

tbe Coaml.a1on'. expUdt ru1e't reau1.Uoa. and fofllll thereuocMr tbe 

document. filed with tbe Coamia.ion require correction or modification 

in orcMr to _.t tbe .tatutory .tancMrd.. Tbla 11 .chieved by • revlav 

of thl documente by tbe tallllll of .xperta on tbe eo-d •• ioD'. et.ff 

~ who.. work there i. di.ti11ed what 1. aomatime. r.ferr.d to •• 

the "l.tter of cOllllllnt" and which 1a IIOthina more tbea • 1ett.r .ddr .... d 

to the reg1ltrant or otber paraon who baa filed • document vlth the 

Coaml.af.on .dv1lina of tbe ar ... in which the document .ppe.re to be 

deficient or othetwi.e require. correction. Tbl. procedure permit. 

prompt conl1der.tioD of the problem by .U perlOn. cODC8l'D1d in an 

informal way and for correctioa or modification to meet the .t.tutory 

requirement. and permit pl.n. of fiDancloS, U.tloa of NCuriU •• , the 

conduct of -eUns .... 1 •• of .... te and many otber tran .. ctloa. to 

proceed pMr.Uy in .ccordanc. with tbe tilla .cbedul.. fbed by the 

partial ia inter •• t and UDcMl' circUlll8tanca. which pel'lll1t .n informed 

and timely consider.tioD of the •• matt.r. by exi.tinJ aod pro.pecti .. 

1ave.tor •• 
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The third a.,eet of tu COllllh.lon'. .nfore .. nt pro.-_ to which 

ref.reDca baa bun mada include. admiDhtrative action. a. _11 a. 

action. takeD bafore tu court. whleh are da.ianed to corract violatlon. 

of a .ore "1'10 .. nature and to ,UDi.h Yiolator. or to iIapoa. other 

.8DeUcma autbodud by law. Tbe .. iDcluda proceecllD" fol' the revocation 

of the reliatr.tion of brokar. and dadeI" and iove.c.at aclvl .. ra 

bacau.e of matarlal violaUon. of lav.muIn .. ,....tnn for expulalon 

fr~ national oraanbation. ln the iDutry .uch a. the NatioDal 

A.aociatlon of SAeurltle. Dealer. and for the lnatitutlon of iDjuactlve 

proceedln .. vbara approprlate •• _11 a. for the reeoa.eDdatioD to the 

Daparc.ftt of Juatice for the In.Utution of crladnal proce.clloa' where 

.ucb action .. ema warraDtecl. BlaeWbare ln thi. report reference. ar. 

made to the DUlllber of proceed ina. of the.e type. which have beaD 

inltlated by the COmmi •• lon durina the pa.t fl.cal year a. _11 a. the 

number of crladnal proceadins. wbtch baYe beeD In.tltuted. 

Another a.,ect of the COllllbaioD'a proar_ to whlcb reference 

baa alraad)' baaD mada ia the conUDulna reY1ev coDducted by the 

Oomad..alOD'a ataff of the rulea and reaulaUon. adopted aodar the 

atatute. to aaaure that the •• rule.. replationa and related procedure. 

are balna carrlad out in confofadt)' with the baalc .tatutol')' intant. 

particularly in the llpt of choSlq' patten. of .. curIU.a ie.unce 

and di.trlbutlOD. A related aapact of the Commi •• 1OD'. enforcement 

proP''' alao lllYOlve. a conalcfaratiOD of the bade .tatute. aDd the 

reWiiiilMldatloD of appropriate amn&.Dt. where new cfawlopmantt 01' naw 

problema .... to .u .... t the conaldaraUon of l.aialative revialoD. 
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Pinall,., manUOD ma,. &180 be made of the v •• t nwabar of bUh vb1ch 

ara lntroduc.d in the Conan.. ..ch yur the .doption of which would bava 

an affact upon the work of the eoa-hdon or a. to which the exbtence of 

the eommt •• loa. .uthority and reapon.ibilit,. would be relav.nt. El.avhare 

in thi. report .pacific raference ha. bun mada to the v.rio.,. rule ... kina 

action. vb1ch ha .. bun initiatad or adoptd durina the l .. t fi.cel yur. 

Finall,., raference ..... t be ada to the prosr- of intarpretativa 

..... atance III&da avaUabla "'."'" by the eommt .... on in the We.Mnlton 

ClDtral Office and in it. varioua re8ional and brancb office.. Thl. 

a •• i.taDca i. made .v.ilabla to companla. and their official., to 

thalr attorney., to accountant., to lave.tor. a~d to mambar. of tba 

public and to vario.,. other apncia. of ' the aovarnmant, both fedaral 

and .tate. It 11 ofaxtrama iqIortanca 1m that the av.UabUit,. of tbb 

a •• lItanca make. po.dbl_ the conc1uaion of many b.,.lna •• and .acudtie. 

tran .. ction. in a IIIIlDD&r which eonfoma or b exampt from the .ecurIUe • 

• ct. and th.,. avoid. inadvertant violetion which ma,. be attendad by .ario.,. 

financial rl.k .nd other difflcultia.. Tb1. a •• l.tance i. provided 

b,. the appointment of .taff par.OI1D&l in the central offica and 

in the ral10nal and branch offlca. vbo are authorized to cond&lr 

requa.t. whether made in par.on, b,. te1aphona or by corre.poDdance. It 

11 difficult to .~'timate the awepta IlUIIIber of Inqa1ria. which ara 

received by the CoaIIIi.don I. .tafl durin. a particular ,..1'. It 18 

•• tlmated, boYevar, thet the total Dumber of iDqulria. _, aar_pte 

a. many a. 15,000 to 20,000. 
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