
BENJAMIN S. ROSEN'rNAL, NoY., ¢J.~|R'MAN 
JIOIklN (~0N~[RS. JR*, MIP.J4, 
I~JGF..,N~q~V, ATIK|NSON, PA, 
6-rlE3~H~I L,. N~M.. N. P 

"DOUG 8ARNARD. JR.. GA. 
PE'T][~ A* PEYSER, N.Y. 

• ., i,.! :~:..,, ~ . . . . . . . .  

NINETY-SEVENTH CONGRESS 

Congre   of the Unit,b State  
 ,.se of  tpresentati ¢  

COMMERCE, CONSUMER, AND MONETARY AFFAIRS 
$UBCOMMI 'n 'EE 

OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS 

R A Y B U R N  H O U S E  O F F I C E  B U I L D I N G ,  R O O M  B - a T /  
W A S H I N G T O N ,  ID.C-- ~OSIS 

I.YLI[ WILUAMS, OHIO 
NAJL. DAUB. NIQ~R. 
w i l l I A M  F'. r_.J.INGIGR. JR** PA. 
JOHN I~U[R. IND. 

October !3, 1981 

Hon. John S.R. Shad, Chairman 
Secur i t ies and Exchange Commission 
500-North Capitol Street 
Washington, D.C. 20549 

Dear Mr. Shad: 

RECEIVED 
• , 1981 

This is in fur ther  reference to my telegram to you dated October 6, 1981, 
requesting the SEC to invest igate reports,  received by the subcommittee, of 
ins ider dealing in stock options for Santa Fe Internat ional  Corporation. As you 
know, Kuwait Petroleum Corporation is seeking a takeover of Santa Fe. I am 
wr i t i ng  now to inform you that  hearings w i l l  be held by th is  subcommittee into 
th is  subject on October 21, 1981, at 9:30 A. M. A room locat ion w i l l  be furnished 
la te r .  Your appearance and testimony are requested and should deal with the 
fo l lowing:  

. What is the status of the SEC's invest igat ion of the a l legat ions of insider 
t rading in Santa Fe Internat ional  options? What does the SEC invest igat ion 
disclose? 

. I f  the SEC does f ind insider t rading,  (a) what remedies are a v a i l a b l e t o  the 
SEC? (a) What remedies are avai lable to the indiv idual  investors or market 
makers who havebeen harmed? . 

. Is the SEC invest igat ing the p o s s i b i l i t y  of insider t rading by Santa Fe 
Internat ional  executives and, general ly,  any Santa Fe ro le in stock or 
option trading? 

a .  

b. 

Under what circumstances can a l i s ted  company request suspension of 
t rading in i t s  stock? 

What were Santa Fe's reasons for  requesting and obtaining suspension 
of t rading on Friday, October 2, 1981? 

c. Is the SEC invest igat ing the suspension of t rading in th is  instance? 

d. Is the SEC invest igat ing the t iming of the Santa Fe-Kuwait takeover 
agreement with a view to determining i f  the agreement was timed to take 



. 

advantage of the expirat ion date of October options? What does the SEC 
invest igat ion show with respect to the dates on which the merger ta lks 
began and were consummated? 

Relate the SEC's past experience in invest igat ions of th is  ~$i~d, e .g. ,  in 
the cases of St. Joseph Minerals, Kennecott-Sohio and Amax-Standard Oil of 
Ca l i fo rn ia  and other cases of alleged insider t rading of the options i~ 
ant ic ipa t ion  of a takeover. 

a .  Has the SEC been unable to i den t i f y  possible insider t rading because of 
the use of Swiss accounts and other foreign en t i t i es  which refuse to 
supply the SEC with the i d e n t i t y  of the customer? 

b. Does the SEC need addi t ional  powers to avoid such obstacles in the 
future? 

C. In the case of foreign trades, do you recommend ( i )  that  a l l  proceeds 
remain in the U.S. for  six months to give the SEC and the exchanges an 

o p p o r t u n i t y  to invest igate and act in insider cases; ( i i )  that the 
exchanges p roh ib i t  trades by non- ident i f ied  c l i en ts ,  such as Swiss- 
numbered accounts? 

. Who is hurt ,  and to what extent,  by insider t rading s i tuat ions such as the 
one alleged in Santa Fe? 

. 

. 

Are the stock exchanges doing a l l  they should to protect t he i r  market makers 
and the general publ ic in s i tuat ions such as one alleged in Santa Fe? 

Wil l  the SEC's enforcement capab i l i t y  be affected by proposed budget cuts? 
I f  so, how? 

Please supply 75 copies of your wr i t ten testimony by October 20, 1981. 

I f  you have anyquestions please contact Ted Jacobs, the subcommittee chief  
counsel. 

" ~  S i~ere  ly ,  

n t h a  
Chafrman "~ 
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