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Memorandum Prepared by the Division of Corporute R~gulGtiou, 
Securities and Excbange Coamts.ion for reply to letter of 
August II, 1961 frOG Mr. Gordon Sengenberger 

Our files indicate that both Guardian Trust Deed Cor poration and 
Cal-West Aviation, Inc . filed petitions pursuant to Cha~ter XI o f The 
Bankruptcy Act . Chapter XI afforde debtors an opportunity for effect i ng 
arrangements wit.h unsecured creditors pursuant to jUl."iadictioil inves t ed 
by that Chapter in the United States District Court~ . The Corr~ission 
has no standing in such proceedings other than to file all application 
pursuant to Section 328 of Chapter XI for an order dismissing the pro
ceeding if the judge finds that the proceeding shculd properly have 
been brought under Chapter X of The B~nkruptcy Act. 

Under Chapter X. the Commission has certain advisory functions and 
responsibilities . It can upon app~oval by the judge, OJ: at the request 
of the judge, become a party to a proceeding under Chapter X. Once the 
Co=ission becomes a party , it has all the rights of a p<:1:' ty e:tcept that 
it has no right to appeal or to receive any allowance for Zees or e~pe~~eD . 

In addition, if a debtor's liabilities exceed $3.000,000 , the judge ~~y 
not approve a plan of reorganization unlefr8 the plan is cubmittecl to the 
Co~ission for el~mination and report. In the event the l iabilities are 
less thai:! $3 , 000,000, the judge ilia:!, at his discretion, subnlit a plan to 
the COi!l!i)i.ssion. In either case, the Cornmisfjion may, at i.ts discretion, 
file S~ICD a report which i8 advilfory only. However , a copy of the repol·t , 
or a summary thereof prepared by the Co~n1Gsion, must be submitted to t he 
persons affected by any plan at the tiwe they are asked to vote upon it . 

The Com:d!.lsion's San Prancisco Re31011a1 Office persoonel uho <l l"02 

eltpert in Chapter XI and Cha?tel." X matters have bean ca~:efully follo \c.'ing 
both of these proceedings on an informal basis , In neithar case 
hae the staff recommended to the Commissioi:! thst tn~ CO~i9SioD apply for 
disr~iss a l of the proceeding pursuaat to Section 328 . 

In the case of Guardian Trust D~ed COFporation , & ~lan of arr~uge 

meill: \·711.8 con firmer.! by the Court on June 9 , 1961. Dm:'in¢ the CQuroe of 
the Couz- t's consideration of the plan, coun$eJ. for the CO;1!;:1issiora e~:pre ss6d 
certain objec tio~6 thereto lihit:h 1iccre Batisfh~d by au au~cal·hr.(Jnt to the 
plano 

The Cal-Hes t Aviation , IIlC, pl:oceedillg has not Ji'Ci. t r eached a po int 
where a pl<llli of <lrranger;;ent hes b€en llropos ed . Hm-mver , ~·ef.l !'esentOl \: ive" 
of t he Co= is s ion' s staff have been ac tive ly Inll:' t. iciplli; 5..u~ Oll 3n ill for rn~~ l. 

bas i s in conferences and ,~"gotiations <2!l!ong 1nt~l:cG ted penlO s. all ~.·iti~ 
a v!e:·J t o\13 l."d pr otec ting t .a o itl t:e~e!l ts of public investoro. \Jul I e con
sideration i s bei ng given t o tme qi.!~ :~t. i.on of wl.N ther an .:II. ?HCaf:::!.oD to 
disoi.os p:>rsucnt to Section 328 ouould b~ cade, i t dO;L\s not ye~ sppe<1!' t ho:: 
it tqoulc be i ll the best inter.es t" of t he' ubl ic LI '}cota r ,; \:0 make ouch 
app!!.caHon. 
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The~e are othe~ v.overumen~al egenci~3 c oncerned wi th the a£falY$ of 
Cal-Weat. The Fe dlllCal il.v:l.at1c" Aga:nt:y has e:spres aed a \l :I.ot fl rest io the 
cont inued o\>,?ration {If' the de.btar' B £1rport ; local tll1znicipal1t1eSl have 
&bown an lnte4est in the airport; the Cellfor.ola Divis ion of Cor~or~tioilS 
i a actively rolloHlng the caue; Alld the San 11steo Couuty Distl' ict Attorney's 
Office !lil$ also evidenced an interest. 

Ii Nr. S5!ogenberg~r has further quest10cs cO[lcern:!.eg ehe Co=iss ;.on· s 
role in these 2aCters . he should contact our San FraQe~s~o Rcg1o~al Office, 
specific ally, Mese r s. H. Stcweue Tlicher, C. J . Odeitlreller . J:-., or Stuart 
Kapla~ , YUkon 6-3500 . E~t . 3872, 3570 or 3865, respectively. 


