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CHAATLED
APR 16 1961

The Eonorable Gordon Allott signed by? —_—
The United States Senate
Washington 25, D,C.

Re: General Aeromation, Inc.
File o, 24C-2227

Dear Senator Allott:

This is in reference to your letter of March 27, 1961,
concerning an inquiry you received from Mr, Henry Wisbe which
relates to the sbove-named company., ¥r, Wiebe sent o similar
letter to Representative Chenoweth,

1 am enclosing & aemorandws prepared by the Division of
Corporation Finauce of this Commission concerning the subject

matter of your inquiry. 1 am also returning the material which
¥r, Wiebe sent to yeu.

1 appreciats your interest im this matter and will be
glad to answer any farther questions which you may have.

Sincerely yours,

Chairman

Enclosure

PJGriffin/aam



L o

MEFCRANDUM PREPARED BY THE DIVISION OF CORPORATION FINANCE ¥ THE
SLCURITIES AND EXCHANGE CWMISSIGN 18 COHRECTION WITH THE INGUIRY
GF MARCH 27, 1961, FROM THE HONORABLE GORDON ALLOTT

Ceneral Aercwmation, Inc. {an Chio corporation), filed with
the Commission oo May 3, 1960 a notification on Form l-A, an offaring
circular, ead other material pertaining to s proposed offering of
24,450 shares of the company’s comacn stock, no par value, at 33.00
per share for the purpose of obtaining an exemption from the regis-
tration reguirecents of the Securities Aet of 1933, as amended, pur-
suant te the provisions of Section 3(b) and Regulstion A promulgated
under that Act. The exsmption provided by this Regulation is avail-
able only upon compliance with the terms aud conditions specified in
the E¢gulation,

The filing was examioed by the Chicago Regional Office of
the Commission, It appeared to that office that the issuer had not
complied with the terms and conditions of Regulatjon A and that the
offering sireunlar contained untrue statements of material facts and
omitted to state material facts necessary in order to make the
statesents made, in the light of the circumatances under which they
vare made, not anisleading. Thereforae, the Chicago Regicnal Adminigse~
trator and the Division of Corporation Finance decided to contact
the U.S, Alr Force, Federal aviation Agency, Alir Transport Association
and several civilian airlines with respect to certain statements made
in the offering circular, their evaluation of the {ssuar's towing
machine for afrcraft, and the status of their negotiations with
ragpect teo, or their interest in, the davice. Thersafter, the
Regionel Administrator recommended to the Cormisgion that the filing
be temporarily suspanded pursuant to Rule 261{(a) of the General Rules
and Regulations under the Securities Act of 1933, &g smsnded., The
Division of Corporation Fipnance reviewed the filing and concurred
in the recoumeadation for suspension,

The Conmission, on May 6, 1960, issued an order tamporarily
suspanding the exemption for the issuer’s propesed offering of se-
curities., A copy of the Commission's order is attached. It should
ba noted that, i{n addition to the matters mentioned abova, the order
charges that the offering has been and would be made in vielation of
Section 17 of the Securities Act, which sesction is applicable in
caseg of frandulent offerings.
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The Commission, at the time it lssued its temporary order
of suspension, considered and denied a xequest by the Company that
action on the staff's recomsendation bes held {n abeyanca until the
Company had an opportunity to appear, explain its position, aad
obtain {nformation conceraing the basis on which the steff was
recoumending suspension. Mr. Wiebe complained to the staff that
the staff had not sent a letter of comsents or afiorded the issuer
an opportunity to smend the filing. He asked that he be permitted
to withdraw the £filing, that the suspension order be vacated, and
that the Company be permitted to ro-file so that they could proceed
with the offering. Insofar as the failure to send a letter of
comaments or afford the issuer an oppcrtunity to amend the notification
are concerned, he was advised that it is vnot our policy to ssnd &
letter of comuents or discuss a filing with an {ssusr vhere fraud
is suspected. Nr. Wiebs was aedvised that: the filing ceould not be
withdrawn, such scticn being prochibited under RKule 255(e), because
of the suspension; oanly the Commission could vacate the suspension
order; his remedy lay in a hearing if he felt he could controvert
the allegaticns {o the suspension order; and he could immediately
file & registration statement under the Act whether or not the Regu-
lation A exeaption ie suspended,

Thereafter, the Company requested a hearing ea this mutter
and the Commission, on Hay 19, 1960, ordered a haaring to be held in
the matter to detsymine whather to vacate the temporary suspension
order or to eater an order pesrmanently sugpending the exemption. A
copy of the notice aad oxder for hearing is attached. The hearing
has been held end counsel for the Company and counsel for the Comw-
uission heve already filed proposed findings of fact and conclugione
of law and briefs in support of their positions. The record fo the
matter, together with the recommended decision by the hearing examiner,
will be presented for decistion by the Comumission,

Tha actions taken in this matter have been objectively con-
sidered by the Chicago Regional Cffice, the Division of Corporation
Finance, the hesaring examiner, and the Commission ftself. At no
time has any individual attorney for the Comnigafon determined the
pesition to be taken by the staff of the Commission in this matter,

In regard to the gtatements, conduct and attitude which
¥r. Viebe, in the gecoud, third and fourth paragraphs of hies letters
to Senator Allott and Representative Chenoweth, attributes to James
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Flynn of the Commission’s Chicago Regional Cffice, it may be sig-
sificant thet he testified st length at the hearing concerning the
two conferences he had with Nr., Flyan, both of which were prior to
the {sgsuance of the suspension order, without advertisg to any
such statements, threats, conduct or attituwde on the part of

¥r, Flyan, At all conferences with representatives of the Cospany,
except tha firs:t, and throughout the hearing, one or more staif
mombers were present at all tises with Mr. Flyun end at no tinme
did a staff wesnber hear any statement by Mr. Flynn or note any
conduet or attitude oan his part which would give substance to the
charges aow made by ¥r., Wisbe, Mr, Flyan, on bdeing advised of the
contents of Hr. Wiske's letters, characterized the charges as untrue
aad uafounded.

{a March 20, 1961, couasel for the Company subuitted a pro-
pesed Offer of Stipulation and Comsent, The Chicago Regional Adminis-
trator declined to enter into the proposed stipulation, which geners
ally admitted the allegations coantained in the Commisaion’s orders
in the proceedings but contained an exculpation as to any wilfulacss
on tha part of the fssuer with respect to the violations alleged,

The Company has been adviged that the gtaff is reluctant to recommend
to the Conmission at this stage of the procegedings thaet the cese be
settled unless the stipulation clearly comprehends all facts which
ware edduced st the hearing to establish the faleity of portions of
the offering eircular, The counssl for the Company is aware that it
may appeal and request that ths Offer of Stipulation and Cougent be
prasented for consideration by the Commisgion., To date counsel has
not made such & request.,

Counsel for the Company, ia confersace with the staff regavd-
ing the proposed stipulation, was sadviged that the Coupany could
proceed immediately to file & registration statement covering &
publie offeriag of its gecurities even though the Regulation A pro-
ceeding is still pending. Counsel was aware that the suspension did
not constitute a bar to the filing of a vegistration statement but
said, "We can't sell stock unless we get this suapension coff the
bocke.?

Attachments:
1. Order of May &, 1960,
2, Notice & Order for Hearing,

PJGriffin/aam



