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August 3, 1962

10: William L. Cary, Chalrman

From: Llewellyn P. Young
Regienal Adminiatrator

Subject: Reorganization of New York Regional Office

Ammexed to this mewmorandum ia a chart showing a
proposed reorganization of the kew York Regloral Office
that I would like to make effective as soon &8 convenieutly
possible.

The proposed reorganization is designed to deal
with a number of administrative problems that have troubled
me since I came to the New York Regional Offlce about a
year ago. The decision of Bill Moran to joln the American
Stock Exchange brought matters to a head. I believe this
the time to put the reorganization into effect with a
minloun of disarrangeaent.

4 Mew Assoclate Reglonal Admirvistrator

The departure of Bill Moran as Assocliate Reglonal
Administrator leaves the option of {illing his position or
abolishing it., I recommsnd that the posltion be kept. The
past year has demonstrated to wme that the Associate Reglounal
Administrator plays a key role in seeing that office policies
axe properly executed, assisting in the over-all administra-
tion of the office and sttending to the myriad larger
questions of day to day office operation, I believe that
the position should be filled from within the existing staff,
The two logical candidates in the lew York Regional 0Qffice
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are Messrs. Devaney and Blair., While both are men of
considerable ability, I believe that Mx. Devaney's teumper=
ament and talents, as well as his louger tenure at the
New Yoxrk Regional Office aud greater familiarity with its
pexsonnel and with the Street, better qualify him for this
position., In making this recommendation I do not wish to
derogate Mr. Blair by the comparison. He is a wman of no
mean legal and administrative abilicy.

Consolidation of Enforcenent

I believe that the enforcement groups, now split
in two, should be congolidated under the aegls of Mr. Blaix
as an Agsistant Regional Administrator. The split was made
in 1960 for reasouns of, I believe, expediency. It makes no
sense to me to have enforcement attorneys who are skilled in
1933 Act matters but not in 1934 Act matiers, or the other
way around, Unhapplly, our enforcement problems do not come
tied in such neat packages.

The effect of consolidated enforcement will be
to cast an even heavier burden upou Mr, Blalr, and upon
Andrew CGrass, his Chief Enforcement Attorney. 1 am sure
that they will measure up to the task. I would like to be
able to recommend an Lrcreage in grade commensurate with
the increase in work, but I understand that under present
Civil Service requirements this is not feasible. Further-
more, it would create considexable “"compression" at the
upper end of the scale. As soon as such increase In grade
is feasible, I intend to recommend it.

Separation of Investment Company and Investment
Adviser Work

I recommend that Investment Company inspections
&nd Investament Adviger inspections be separated from
broker~dealer inspections., At the present time they tend
to be stepchildren, During the past fiscal year this office
did not begin to meet its quota of Iuvestment Company
and Investment Adviser inspections, This may be attributable
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laxgely to a late start, an unsufficient nuumbex of personnel
oT an over-ample quota. At the same time, I feel that the
result may have been in part due to the fact that the
Assistant Reglonal Administrator (Mr. Blair), while extreme-
ly consclentious and hard working, had a great wmacy other
problems to deal with, many of which at the moment seemed
of greater importance than the inspection program.

I recommend that the Iuvestwent Company ilnspections
and Investment Adviser inspections be transferred to the
aegis of Dick Bandler, who will assume responsibility for
them as well as for the corporate reorganization work. I
also recommend that Mrx. Bandler be made an Assistant Reglonal
Aduinistrator. As & consequence of this, Mr, Bandler's
work will clesely parallel that of the Division of Corporate
Regulation. 4n exception is the Investment Adviser inspection
program. From my experience at the Kew York Reglonal Office,
this is much more closely related to Investment Company
inspections than it is to broker-dealer inspections.

The Position of Regional Coursel

1 recommend that Mr. Welss be made Regional
Counisel for the MNcw York Reglonal Office and that under him
he have a Section of Interpretation, a Complaint Section and
the Public Reference Unit, For the past year I have been
trylng to improve the quality of the legal paper work of the
office, and have personally rewritten briefs and pleadings
and have supervised the rewriting of others. Unhapplily,
I feel that our briefs still retain in many instances a
pedestrian character that fails to do justice to our ergument.
This 1s much a xesult of the pressure wnder which the
ecforcement attorneys operate. Oune of the dutiee of the
Reglonal Counsel will be, personally and through his
Interpretation Seetion, to review all briefs before they
leave the effice. A pecond and equally important duty will
be to research and prepare memoranda on the inmmerable
interpretative questions that arise each week, both in the
form of inquiries from the public and in the form of problems
in enforcement matters.
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The Complaint Section under the Regional Counsel
will have the duty of sifting, initially researching,
respornding o and making recommendations with respect to,
the very large number of cowplaints that come in by letter,
over the telephone and in person every week, At the
preseut time we bhave been using young attorneys for this
job. Seventy~five per cent of the complaints are trivia
and another fifteen per cent can be taken care of without
too much difficulty. It tskes & young attorney about six
monthe to become sufficlently familiar with the work of the
Cormission, the detalls of the Street and the materisl in
our files to do a workmemlike-job, but by the time six months
have elapsed, any yourg attorney worth his salt is completely
bored with the work. Any attorney who is rot bored with
the work probably he 1s not a good man to have ou the job.
The solutlon that I have hit upon = at least I hope it will
prove a solution = is to put in the Complaint Section
several able but elderly investigators whose physical condition
limits their ability fully to utilize their potential in our
strenuous enforcement cases. These men will have the
knowledge of the Commission, the knowledge of the Street and
the kuouwledge of our files that ne young attormey could
bhope to have. They also will not be, I hope, bored through
frustrated aspirations. Thelr work will be overseen by
the Regional Coungsel, and, as I will show shortly, also by
Mr. Charles Ferrall as Special Investigations Counsultant.

Special Investigatlions Consultant

At the present time Mr. Charles Ferrall acts
in fact as Chief Investigator of the office and chief
adviser with respect to all broker-dealer, market surveil-
lance, fraud, manipulation, Investment Coumpany aud Invest-
ment Adviser problems., Beyond this he has the administrative
respongibility directly, through Mr. Bradicich, for all of
the broker-dealer, Investment Company and Investment Adviser
ingpection sections. On top of this, he personally, to-
gether with the Associate Regional Administrator and the
Regionsl Administrator, reviews wmost incoming complaintas
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and problems for the purpose of making an assigrment, and
then personally drafts the asaigvment. He ie a very busy
man,

I recommend that he be fxeed of his direct
edninistrative responsibilities and be permitted to devote
his time to doing what is wmost useful for the office =
reviewing incoming problems and reviewing all major problems
in the broker-dealer, Investment Company and Investment
Adviger area, and advisiog the Reglonal Administrator with
respect thereto. I contemplate that the Complaint Section
under the Regional Counael will do all preliminary resgearch
ou ircoming ccwplaints, the results of which first be
forwarded to Mr. Ferrall, who will mske bis reccmmendation
to the Regional Administretor. Any assignment would then
be prepared under the direction of an Assistant Regilonal
Adainistrator and agaln reviewed by Mr. Ferrall.

Brench of Small Igsues

I reccumend that the Section of Small Issues
be made a branch and be taken out of the direct
administrative supervision of Mr., Weiss. This will give
recognition to a defacto situvation now existing.,

Speclal Trial Counsel

One of our difficulties is our lack of experierced
trial counsel to handle important cases (e.g., Sutro,
Cilbert), Imvariably, such counsel are found only in the
highex administrative ranks of the office. Assipgning such
a4 case to them has always resulted in a lack of proper
supervision of the younger attormeys for whose work they
are responsibls., It is not feasible to develop overnight
trial counsel of sufficient ability to avolid this problem,
The solution ia to take such a man out of the administrative
hierarchy and make him availsble to handle such cases as
they arise. Arthur Coldman is the logical candidate for
this. MHis early training was in Corporate Regulation. At
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the Mew York Regional Cffice he developed into an excellent
Chief Enforcement Attorney. In his position as Special
Trial Coungel, he will be aveilsble to work both with

Hr. Blair on major broker-deeler enforcement cases and
with Mr. Bandler on major Investment Company, Investment
Adviser or Reorganlization cases, &8 the circumstances re-

quire.

Speclal Enforcement Croup

I plan te retain this group. It has made a filue
record in putting a substantisl crimp in the operations of
the firms on our Suxrvelllance List (successor to the
"Boiler Room"” list), has acted as a fire brigade in ecwexgency
situations and has taken on such major cases as the Amos
Treat waiter, all without disrupting the routine enforcement
procedures of the office.

Administrative Office

I have not as yet found the man to £ill this
position, I have one or two candidates in mind, and in
addition plan to talk to the Director of the Second Civil
Service Region. Uantil he is found, his functions will
continue to be performed by me, by the Assoclate Regional
Administrator, and by my Special Counsel, Mr. Bicks.

Ceneral

I appreciate the valuable assistance Messrs.
Brennan and Becker in helping me work out the details of

the reorganization,

LLEWELLYN P. YOUNG
Regional Administrator
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