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Scptewher 12, 1978

The Presidsnt
The White House
Washington, D.C.

Bear My, President:

n August 9, 1976 in a speech befors fhe Public Citizens
Forum in Washington, D.C., vou coutlined your philosophy on ap-
pointments to the repulatory agencies. In that speech you sald:

".ocalmoest by doefaunlt, thoers becomes evolved a 'sweet-
heart arrangerent' between the regulatory agencies
and those in the industyy Leing regulated. Many Presi-
dents have perpeituated that deverioration by appoint-
ments to regulatory agencics -- there has been a kind
of "revolving door'” between the industry being Tepgu-
lated mnd the regulatory apency itself, I would like
to stop this if | am elected President.'

I am in whelechearted agreewent with your pisdpe to stop "'ve-
volving door' sppointments to the regulatory agencies and 1 be-
lieve you have kept that pledse. For the most part, yoour ap-
pointments to the mpulatory agencies have been first rate in ferms
of competence, integrity and indopendence fyom those who are rego-
lated. :

Infortimately, some elements of the repulated industries would
like to retum to the ¢ld “revolving door" method ofF regulation. I
am particularly concermned that a small but poweriul growp of seou-
rities industry executives has launched a concerted canpzign to por-
suads you not to re-appoint John Evans to the Securities and Ex-
change Commission and to replace him instead with thelr hundpicked
candidate.

You nazy recall that on Fobruary 8, 1 and Senator Brooke, tho
ranking Remérlican on the Senate Banking Conad tteo, wrote to you
recomrencing Lhat Conmissioner Fvans be ro-appointed for another
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five-yeer term upon the expiration of his present fenn o June 5.
In that letter we referred to his wnguestioned intepiity and in-
dependence nd his excellent record while on the Commission,

Despite Commissioner Evans' superior credsntials, the secu-
rities industry has scurried to find a more pliable teplacment.
According to articies in ihe scomities tzade press the principal
sins of Comsissicnsr Evins are that he has taken the securities laws
too seriowusly and has failed to represent the interests of the in-
dustry. In other words, ho has dene his Joo.

Tor example, a story in the Jume 12 Veekly Bond Buyer observes
that "Opposition to Commissicoter Evans appears to center on both
the fact that he is en econamst, not a former member of the in-
dustry he is halping to regulate, and a strong feeling by many mem-

bers of the industry that he is not working in their best interest.”

The same article goes on to quote an anonymous induslry Sources
as saying: "There appears to be a peneral 111 feeling toward him,
not necessarily bocause he favors Federally wandated mumicipal dis-
closure ot because he was a major force behind the creation of the
Mimicipal Securities Rulemsking Moard, but because ke is just not
looking after the interests of the brokers....Comnissioner Evans is
a very knowledgable man, but my objection is that he Just doss not
sep it ovr way....Many in the sccurities industry would like the
SEC to act as the Federal Reserve or, the Conptroller of the Currency
has in protecting the banking industry."

This article is the best arjument yet for stopping the "revolving
door™ appointments to the repgulatory agencies. Speaking to the trade
press, the anomymous indusiry spekesman candidly acknowledged the
widespread industry viewpoint that the main job of a regulator shauld
be to protect not the public but the indxstry.

The same industry executives who have conducted the anti-Erans
campaign have also claimed they have inside and advance information
as to your intentions on the SEC vacancy. For cxample, an Industry
newsletter called the '"Wall Strocet letter' states in its Auqust 7
edition that: '"¥iile the official ITine from the White Hoose lasi
week was that SEC Cornissioney John Evans still is under consideration
for re-appointment, wually knosledgeble securities indostry leaders
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were saying last week that the White House had mads a decision pot
te re-appoint Evans. The industry officials alsco satd that the
most Jikely replacesent for Evans, at this point in Hme, appears
to be Arthur Allen, fommer ipvestment counsellor from New Jorsav,
But they added that an ammouncerent from the White Howse 1s thres
to four weeks away.™ Mlen is the handpicked candidate of the
same group of securities expcutives who are campaigning against
Evans. These kind of anomymous leaks are characteristic of the
blatant md viciows carpaign to pressure you into rcplacing Evans
with an indoustry man,

Given the bold attespt by certain elements of the ecurities
industry to contxol the SEC, Y believe the issus of the Bvans re-
appointrent has far transcendsd its importance to Mr. Evens personally
and to the SfC as well. The ocontroversy over the PBvans xe-appoint-
ment threatens to become a synbol of your Admnistration's approach
to regulatory isswes. I a hard working, dadicated, conscientious
and ahle Commissioner such as Jobhn Evans camnot be re-appointed to
the SEC because certain securities exrcutives feel he does not ad-
vocate the views of their industry, the precedent established can
have a4 chilling cifect on all of your yegulatory appointmenis.

This is not to say that there ave no other camdidates who could be
equally dedicated and conscientious in upholding our securities
laws. However, the securities industry has chosen to politlcize
the issue by making a test case out of the Fvans re-appoiniadent.
“Therefore, 1 believe you must cavefully consider the potential
adverse political and psychological inplicaticns of not re-appoint-
ing Fvans. In my opinlon, a failure to re-cppoint Evans could be
taken as a clear znd unmiszakable signal that you want other nem-
bers of the independent regnlstory comwmissions to be less vigorous
in protecting consurers. I knmow that is not your palicy. Accordingly,
I hope that you will recomrend Commissioner Evans for another five-
year torm on the SEC
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