CHAIRMAN'S OFFICE
MAL =D

LUG 30 1961

Signed bys

Bonorable Williom S. Mailliszd
Houge of Kepresentatives
h’a&hﬁlgtﬂl 25. D. C.

Bet Cuardian Trust Deed Corporation
Cal-Wast Avistion, Inc.

Sear Nr. Mailliard:
Reference is made to your vequest dsted Auguet 17,

1361. Enclosed are coplos of & memorandum propazed by
our Division of Corporate Begulation for the purpose of

answering Me., Sengenberger's letter,

1£f wo way be of any further uahtmetam,pluﬁ
do act hesitate to csll upon us.

Sincerely yours,

Chafrman

Encl,

FZazove 'mm
Aug. 29, 1961 CHAIRMAN'S OFFICE




Meworanduw Prepared by the Division of Corporate Regulation,
Securities and Exchange Cemmission for reply to letter of
August 11, 1961 from Mr. Gordon Sengenmberger

Our files indicate that both Guardian Trust Deed Corporation and
Cal-West Aviation, Inc. filed petitions pursuant to Chapter XI of The
Bankruptecy Act. Chapter XI affords debtors an cpportunity for effecting
arrangements with unsecured creditors pursuant to jurisdiction invested
by that Chapter in the United States District Courts. The Commission
has no standing in such proceedings other than to file an application
pursuant to Section 328 of Chapter XI for am order dismissing the pro-
ceeding Lf the judge finds that the proceeding should progerxly have
been brought under Chapter X of The Bankruptcy Act.

Under Chapter X, the Commission has certain advisery functions and
respeonsibilities. It can upon approval by the judge, or at the request
of the judge, become a party te a proceeding under Chapter X. Once the
Comniseion becomes a party, it has all the rights of a2 party except that
it has no right to appeal or to rveceive any allcowance for fees or expenses.
In addition, if a debtor's liabilities exceed $3,060,000, the judge may
not approve a plan of reorganization unlegs the plan is submitteé to the
Commission for examination and report. In the event the liabillties area
less than $3,000,000, the judge may, at his discretion, submit a plan to
the Commission. In either case, the Commissior may, at its discretion,
€£ile such a report whick is advisery only. However, a copy of the report,
or a summary thereof prepared by the Comuission, wust be subwmitted to the
persons affected by any plan at the time they are asked to vote upon it.

The Comnission's Sam Framcisco Reglonal Office persomncl vho are
expert in Chapter XI and Chapter X matters have bean carefully following
both of these proceedings on ar informal basis. In neither case
hae the staff reccumended to the Commission that the Commission apply fov
disnissal of the proceeding pursuant to Section 328,

In the case of Guardian Trust Deed Corporation, a plam of arrange-
peat ves confirmed by the Court om June §, 1961. During the course of
the Court's conesideration of the plan, counsel for the Comrisslon eupressed
certain cbiections thereto which were satisfied by an ameadwent to the
plan.

The Cal-West Aviation, Inc. proceeding has not wat reached a point
vhere a plan of arrangemeant has been proposed. lowever, representatives
of the Commission's staff have been actively participating on an informal
basis in conferences and zegotlatlons awong lnterestea peraouns, all with
a view tosavd protecting the inievests of public inmvestors, hile con-
slderation 1s being glven to the guestlen of whether an apnlicaticen to
dicnies pursucan to Section 328 should be wade, it does not yet sppear thac
it wouléd be in the best interesis of the public luwentors to make such
application,
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There are other goversmenial agencice concerned with the affairs of
Cal-Weat. The Federal Aviaticn Agency has expressed an interest im the
coutinued operation of the debtor's eirpert; local municipalities have
shoun an interest in the airpert; the California Dilvision of Corporations
is actively following the case; acd the San lateo County District Attorney's
Qffice has also evidenced an ilatereet.

1f Mr. Sengenberger has further questions concermieg the Commission's
role in these matters, he should contact cur Sanm Framncisco Beglonal Cffice,
specifically, Messrs. W. Stevens Tucker, C, J. Odenweller, Jr., or Stuart
Kapla:, YUkon 6-3500, Ext. 3872, 3570 or 3865, respectively.



