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SEC REORGANIZ ATION

TU ESD A Y , M AY 29 , 19 62

H ouse  of  R e pr e se n t a t iv e s . 
C o m m it t e e  on  I n ter sta te  an d F oreig n  C om m er c e ,

"Washington, D.C.
The committee met, pursuan t to notice, at 10 a.m., room 1334, New 

House Office Building, Hon. Oren H arris (chairman of the committee) 
presiding.

"fhe Chairman. The committee will come to order.
This morning the committee is meeting for the purpose of making 

a record of hearings on S. 2135.
Without objection, a copy of the bill along with the agency repor ts 

may be printed  at th is point in the  record.
(The bill. S. 2135, a long with agency reports follows:)

[S . 21 35 , 87 th  Cong., 1st  se ss .]

AN ACT  To  au th ori ze  th e Sec uri ties  a nd  Exc ha ng e Co mm iss ion to  d el eg at e ce rt ai n  fu nc tions

Be  it  en ac ted by  the Sen ate  a nd H ou se  o f R ep re se nta ti ve s o f th e Uni ted S ta te s 
of Am er ic a in  Co ngr ess  as se mbl ed , T h a t (a ) in  addit io n  to  i ts  ex is ti ng  a uth ori ty , 
th e  Sec uri ti es  an d Exc ha ng e Co mm iss ion, here in aft er re fe rr ed  to  as th e “Com­
m is si on ”, sh al l ha ve  th e au th o ri ty  to  de lega te , by pu bl ishe d o rd er or  ru le , an y 
of  it s fu nc tion s to  a divi sion  of  th e  Comm iss ion , an d in div id ual  Co mm iss ion er,  
a heari ng  ex am in er , or  an  em pl oy ee  or  em plo yee  bo ar d,  in cl ud in g fu nct io ns w ith  
re sp ec t to  he ar in g,  de te rm in in g, or de ring , ce rt ifyi ng , re port in g , or ot he rw ise ac t­
ing  as to  an y wo rk,  bu sine ss , o r m a tt e r : Pro vide d,  ho wev er , T h a t no th in g he re in  
co nta in ed  sh al l he de em ed  to su per se de th e pr ov is io ns  of  se ct ion 7 (a ) of  th e 
A dm in is tr a ti ve Pro ce du re  Ac t of  1946  ( 60 Sta t. 24 1) . a s am en ded: And  prov ided  
fa rt her,  T hat no th in g her ei n co nta in ed  sh al l he de em ed  to  au th ori ze  th e de lega ­
tion  of  th e  fu nc tio n of  ru le m akin g  as def ined in  th e  A dm in is tr a ti ve Pro ce du re  
Ac t of  1946, as  am en de d,  w ith re fe re nce  to  ge ne ra l ru le s a s  dis ting ui sh ed  from  
ru le s of  part ic u la r ap plica bil ity , or  of  (lie  m ak in g of  an y ru le , re gu la tion , or  
o rd er pu rs uan t to  se ct ion 19(h ) of  th e  Sec ur it ie s Exch an ge Act of  1934.

(b ) W ith re sp ec t to  th e  del eg at io n of  an y of  it s fu nct io ns , a s  pr ov ided  in su b­
se ct io n (a ) of  th is  sect ion,  th e  Co mm iss ion  sh al l re ta in  a d is cre ti onary  ri ght to  
re vi ew  th e ac tion  of  an y su ch  divi sion  of  th e Co mm iss ion , in di vid ual  Comm is- 
so ne r,  he ar in g ex am in er , em ploy ee , or  em ployee  bo ard,  up on  it s  own in it ia ti ve 
or up on  pe ti tion  of  a p a rt y  to  o r an  in te rv en or in  such  ac tion , w ithin  such  tim e 
an d in  such  m an ne r as  th e  Com miss ion sh al l by ru le  p re sc ri be : Pr ov ided , ho w ­
ev er , T hat th e vo te of  on e m em be r of  the Co mm iss ion  sh al l be suf fic ien t to bri ng 
an y su ch  ac tio n be fo re  th e  Com miss ion fo r re v ie w : And  pr ov id ed  fa rt her,  T h a t 
in  t h e  e ve nt  a ct ion a t a del eg ate d lev el (1 ) de nies  an y re ques t fo r ac tio n purs uant 
to  se ct io n 8 ( a ) or se ct ion 8 (c ) of  th e  Sec ur it ie s Act of  1933  or th e  fi rs t se nt en ce  
of  sect ion 12 (d ) of  th e Sec uri ti es Exc ha ng e Ac t of  1934: (2 ) su sp en ds , de nies , 
or  re vo ke s a br ok er -d ea le r re g is tr a ti on  purs uant to se ct ion 15( b)  of  th e Sec ur it ie s 
Exc ha ng e Act  of 193 4: (3 ) su sp en ds , denie s, or  w ithdra w s an y re g is tr a ti on  or  
su sp en ds or  ex pe ls a m em be r of a nat io na l se cu ri ti es  ex ch an ge  purs uan t to  sec­
tio n 19(a ) of th e Sec uri ti es  Exc ha ng e Act of  193 4: or (4 ) su sp en ds  tr ad in g  on 
an  ex ch an ge  purs uant to  se ct io n 19(a ) of  th e  Sec ur it ie s Exc ha ng e Act of  1934. 
a pe rs on  or  par ty  ad ve rs el y af fe cted  by such  ac tion  sh al l be  en ti tl ed  to  review  by 
th e  Comm iss ion .
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(c) Should the right to exercise  such review be declined, or should no such 
review be sought with in the time stated in the  rule s prom ulga ted by the Com­
mission, then the action of any such division of the  Commission, indiv idual  
Commissioner, hear ing examiner, employee, or employee board, shall, for all 
purposes, including app eal  or review thereof, be deemed the action  of the  
Commission.

Sec. 2. In addition  to the functions transf erred  by the  provisions of Reorgan i­
zation Plan Numbered 10 of 1050 (04 Stat . 1265), there are hereby tra nsferre d 
from the Commission to the Chai rman  of the  Commission the funct ions of the  
Commission with respect to the assignment of Commission personnel, including 
Commissioners, to perform  such funct ions as may have been delegated by the  
Commission to Commission personnel, including Commissioners , pursu ant to 
section 1.

Passed the Senate Septem ber 1,1961.
Pelton M. J ohnston,

Secretary.

Executive Office of the  President,
Bureau of the Budget,

Washington, D.C., February 8,1962.
Hon. Oren Harris,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This is in response to your requ est for the views of 
the Bureau  of the Budget on S. 2135, to author ize the  Secu ritie s and Exchange 
Commission to delega te ce rta in  func tions.

S. 2135 would author ize  the  Commission to delegate its functions, with  cer ­
tai n exceptions, to a division of the Commission, an individual Commissioner, 
a hearing  examiner, or an  employee or employee board. The Commission would 
ret ain  a discretionary  rig ht  to review any action  taken under delegated au tho r­
ity, and the vote of one member of the Commission w ould be sufficient to  brin g 
any such action before the Commission for  review. If  an action is not reviewed 
by the  Commission u nde r any  of the alte rna tive procedures  provided in S. 2135, 
the  action of a delega te would, for all purposes, be deemed the action  of the  
Commission.

Reorganization  Pla n No. 1 of 1961 had the same objec tive as S. 2135, namely  
to enable  the Commission, thro ugh  app ropriate deleg ations of responsibility , to 
provide for more effective adm inistration of the laws for  which it is responsible. 
The reorganization plan was  approved by the  House  of Representatives on 
June  15, 1961. but  was  rejected by the Senate on Ju ne  21, 1961, because the 
autho rity  to deleg ate which it would have conferred was deemed to be too 
broad. S. 2135 has met the objections of the  Senate,  while reta ining provisions 
which would perm it accomplishment  of the basic objectives  of the reorganiza ­
tion plan.

The repo rts of the Sec uri ties  and Exchange Commission and the Civil Service 
Commission have proposed  revis ions in S. 2135 which the  Bureau believes to be 
des irab le and consistent w ith  i ts basic inten t.

You are  advised  th at  ena ctm ent  of S. 2135, including the proposed revisions 
mentioned above, would be consistent with  the adminis tra tion's  objectives.

Sincerely yours,
(Signed) P h il ip  S. H u g h es , 

Assistant  Director for  Legislative  Reference.

U.S. Civil Service Commission. 
Washington, D.C., February  12, 1962.

Hon. Oren Harris,
Chairman, Committee  on In ters ta te  and Foreign Commerce,
New  House Office Bui lding .

Dear Mr. Chairman : Th is is in  fu rth er  reply to your  reque st of September 15, 
1961. for the view of the Civil Service Commission on S. 2135, a bill to 
authorize the Secur ities and  Exchange  Commission to de lega te certain functions.

The purpose  of thi s bill is to provide gre ate r flexib ility in the  handl ing of 
business before the  S ecuritie s and  Exchange Commission by perm itting the dele­
gat ion  of funct ions which ar e reserved to the  Commission as a whole. This
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appears to be an internal mat ter over which the Civil Service Commission has no 
jurisdiction . We do not object to enactm ent of this legislation, but we suggest 
tha t one change in language be made.

According to the provisions of this bill, hearing examiners, among others, 
could be delegated any of the functions of the Securities and Exchange Com­
mission “including functions with respec t to hearing, determining, ordering, 
certifying, reporting, or otherwise actin g as to any work, business, or m at te r: 
Provided, however, That  nothing herein contained shall be deemed to super­
sede the provisions of section 7 (a ) of t he Administrative Procedure Act of 1946 
(60 Stat. 241),  as amended * * Section 7 (a ) designates agency officials who 
may serve as  presiding officers at  hearings.

Section 11 of tha t act concerns itse lf specifically with hearing examiners. 
In describing thei r functions, it specifies tha t examiners “shall perform no 
duties inconsistent with their  duties and  responsibilities as examine rs.” Since 
no reference is made to this section in the bill, it is conceivable tha t within the 
broad delegation of functions authorized under S. 2135, a hearing examiner might 
be delegated duties inconsistent with the duties of his position. Therefore, to 
assure  th at hearing examiners continue  to serve in a completely impar tial en­
vironment, we suggest tha t “or section 11” be added after “section 7 (a )” on line 
1, page 2, of S. 2135.

The Bureau of the Budget advises tha t there is no objection to the submis­
sion of this  report, and tha t enactm ent of S. 2135, including the addition of 
the language suggested on line 1, page 2 of the bill, would be consistent with 
the objectives of the administration.

By direction of the Commission.
Sincerely yours,

J ohn W. Macy, Jr., Chairman.

U.S. Department of J ustice,
Office of the Deputy Attorney General,

Washington, D.C., Feb ruary 2 6,1962.
Hon. Oren Harris,
Chairman, Committee on Int ers tat e and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This is in response to your request for the views of the 
Department of Justice  concerning the bill (S. 2135 ) to authoriz e the Securities 
and Exchange Commission to delegate  certa in functions.

S. 2135 would authorize the Securities and Exchange Commission to delegate 
its functions, with certain exceptions, to a division of the Commission, an indi­
vidual Commissioner, a heari ng examiner, an employee, or an employee board. 
The Commission would reta in a discretionary right to review the action of any 
delegate, but upon the vote of one member of the Commission review would be 
mandatory. Likewise, with respect to certain designated types of action, a party 
or person adversely affected would be entitled to review by the Commission. If 
the Commission declines to exercise its right to review, or if no review is  sought 
within the time stated  in Commission rules, the action of a delegate would, for 
all purposes, be deemed the act ion of the Commission.

Reorganization Plan No. 1 of 1961 was submitted to the Congress by the 
Presid ent on April 27. 1961, to accomplish essentially  the same purposes as 
S. 2135. The plan was rejecte d in the Senate on June 21, 1961, following hear­
ings before the Securities Subcommittee of the Banking and Currency Commit­
tee, a t which opposition was expressed to ce rtain of its  provisions. (See S. Rept. 
776, 87th Cong., p. 1.) S. 2135 represents an attem pt to preserve the purposes 
of the p lan and meet the objections raised to it.

This measure relates  to the internal administration  of the Securities and Ex­
change Commission. The Department of Justice  defers to the views of tha t 
Commission as to whethe r i ts enactment is desirable.

The Bureau of the Budget has advised tha t there is no objection to the sub­
mission of this report, and tha t enactment of S. 2135 would be consistent with the 
Administration’s objectives.

Sincerely yours,
Byron R. White, 

Deputy Attorney General.
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Sec urit ie s asd  E x cha n ge  Co m m is sio n ,
Washington , D.C., February 13, 1962.

Re  S. 2135, 87 th Con gres s, 1s t ses sio n.
H on . Oren  H arris ,
Chairman, Committee on Inter sta te and Foreign Commerce,
House of Representatives,
Washington, D.C.

Dear Cha irm an  H ar ris  : En clo sed her ew ith a re  si x copie s of  a m om or an du m  
of  comm ent on S. 2135. The  B ure au  of  th e B ud ge t h as  ad vi se d th a t th e en ac t­
men t of S. 2135. in cl udi ng th e ad di tion  to sect ion 1 (c ) which  is reco m men de d 
in  th e Co mm iss ion ’s m em or an du m , wo uld be co nsi st en t w ith  th e adm in is tr a ti on 's  
ob jec tiv es .

Sinc erely  yo ur s,
B yr on  D.  W oodside, C om m is si oner .

Sec urit ie s an d E x c h a n g e  Co m m is si o n -—Co m m en ts  on  S. 213 5, 87t h  Co ngres s, 
2d Ses si on

To the Commit tee on Interst ate and Foreign Commerce, U.8. House of Rep re­
sentative s:

ge ne ra l nature of t h e  bil l and it s  ba ckgr ou nd

S. 2135, as  pa ss ed  by  th e  Sen at e a t th e 1s t se ss io n of  th e 87 th Co ng ress and  
no w pe nd ing be fo re  th is  co m m itt ee  of  th e Hou se  of  R ep re se nt at iv es , wou ld  gi ve  
th e  Comm iss ion  br oa d po w er  to  de lega te  it s fu nct io ns to  on e or  mor e m em be rs  
of  th e Co mm iss ion  or  to  th e sta ff.  P ri o r to  th e  in tr oduct io n  of th is  bi ll,  th e  
P re si den t ha d su bm it te d  to  th e Co ng res s R eo rg an iz at io n P la n  No. 1 of  1961 
un de r wh ich  th e Com mission  wo uld  ha ve  been g ra n te d  even br oad er  po wer  to  
de lega te  it s fu nc tion s b u t th e  Sen at e di sa pp ro ve d th a t pl an . Sen at e pa ss ag e of  
S. 2135 a t th e same se ss io n of  t he  C on gress in di ca te s th a t th e  fe a tu re s of  t he  p la n  
th a t th e Se na te  de em ed  ob je ct io na bl e are  no t p re se nt in  th e bi ll now  under  co n­
si de ra tion .

D ur in g th e co ur se  of  Senate  an d Hou se  co ns id er at io n of  th e plan  an d th e  bil l 
a t the 1s t sess ion of  th is  Co ng ress  th e Co mm iss ion  on  fo u r occasio ns appea re d 
a t co mmittee  he ar in gs , m ad e st at em en ts  be fo re  co m m itt ee s,  or  filed w ri tt en  co m­
men ts  on ei th er  th e p la n  or  th e bil l. Thu s,  Co mmiss ion vie ws  were ex pr es se d 
in one form  or  ano th er be fo re  th e Sen at e Co mmitt ee  on Ban ki ng  an d Cur re nc y,  
bo th  on the pl an  an d on th e bil l, an d be fo re  bo th  th e Se na te  an d th e Hou se  
Co mmittee s on G ov er nm en t O pe ra tion s w ith re sp ec t to  th e plan . Alth ou gh  th is  
is th e Co mmiss ion’s fi rs t oc casio n to  co mmen t to  th is  co mm ittee , yo u a re  no  
do ub t aw ar e th a t th e Com miss ion is in fa vor of th e ba si c concept of  au th o ri ty  
to  de lega te  Co mmiss ion fu nct io ns an d al l of  it s p ri o r co mm ents ha ve  ex pr es se d 
ge ne ra l ap pr ov al  of  th e  m anner in which  th a t co nc ep t w as  se t fo rt h  in  bo th  th e 
pl an  a nd  th e bil l.

BA SIC FR AM EW OR K OF S.  2 1 3 5

Se cti on  1 (a ) of  th e bi ll  wo uld au th ori ze  th e Co mm iss ion,  ‘‘by pu bl ishe d o rd er 
or  ru le " to de lega te  “a ny  of  it s fu nc tion s to  a divi sion  of th e Co mm iss ion , an  
in di vi du al  C om miss ione r, a hea ri ng  exa m in er , or  a n em ploy ee  o r emp loy ee  b oard ,” 
w ith  ce rt ai n  ex ce pt io ns  w hi ch  ar e  di sc us se d la te r.  Se cti on  1 (b ),  su bje ct  to  
cer ta in  lim itat io ns an d re st ri ct io ns,  wou ld re quir e th e  Co mm iss ion  to  “r e ta in  a 
di sc re tion ar y ri gh t to re vie w ” de lega ted ac tion  w ith in  a  tim e an d in  a m an ner  
to  be pr es cr ibed  by ru le . Se cti on  1 (c ) wou ld pr ov id e th a t de lega ted ac tion  
bec omes final ac tion  if  th e  Co mm iss ion  de cli ne s re vi ew  or  if  no  revi ew  is  so ug ht  
w ithin  the t im e spe cif ied  b y ru le .

Section  2 wo uld ex pre ss ly  auth ori ze  th e ch ai rm an  of  th e  Co mm iss ion  to  nam e 
th e  part ic u la r pe rson s, in cl ud in g Com misi sone rs , who  a re  to  pe rfor m  fu nct io ns 
once the wh ole  Com miss ion has  de te rm in ed  th a t th ose  fu nct io ns  ar e  to  be  de le ­
ga ted.

Fr om  th is  br ie f su m m ar y of  th e ba si c st ru c tu re  of  th e  bil l, it  is appare n t th a t 
it  wo uld  prov ide th e b ro adest po ss ible po wer  to  de le ga te , su bj ec t on ly  to  th e  
li m itat io ns whic h we nex t di sc us s.
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DELEGATION IS  SU BJ EC T TO SECT ION 7 ( a )  OF T H E  AD MINIST RA TIVE  PROCEDURE ACT  OF 

1 9 4 6  (A PA )

The first proviso in section 1( a) would expressly limit the power to delegate 
by making tha t power subject to section 7(a)  of the Administrative Procedures 
Act.1 Briefly, section 7(a) requires tha t hearings on all  rulemaking where notice 
or hearing is required by the “basic” statu te (the one which confers the rulemak­
ing power) and on all adjudications requi red by the  basic sta tute  to be deter­
mined on the record after  opportunity for  an agency hearing, shall be presided 
over by the agency itse lf (the Commission), one or more members of the agency 
or a hearing examiner appointed in compliance with the APA. Thus under this 
first proviso in section 1(a) of the bill the Commission could not  delegate the 
function of conducting hearings of the type jus t described to staff personnel, but 
only to Commissioners or to hearing examiners.

In view of the importance and intricacy of hearings of this kind in this agency, 
we would not be disposed to delegate them to anyone other than Commissioners 
or hearing examiners and we therefore have no objection to this limitation.

GENERAL RULEM AK IN G NOT DELEGABLE

Under the second proviso in section 1(a ) the function of general rulemaking, as 
distinguished from rules of particular applicability, may not be delegated to any­
one. Omitting technical ramifications, general rules may be described as those 
which are adopted for prospective application to all partie s whose proposed con­
duct would come within their ambit. Par ticu lar rules are rules or orders which 
determine whether, and if so on wha t terms and conditions, a  par ticu lar appli­
cant may do or refrain from doing things which are within the scope of the laws 
administered by the Commission.

The power to delegate all rulemaking, as well as all adjudication, was ques­
tioned a t the hearings which preceded the Senate defeat of Reorganization Plan 
No. 1 of 1961. We stated at  those hearings and reite rate  now t ha t we would not 
contemplate delegation of general rulemaking, even i f we were granted the power 
to do so, but we do regard the application  and order type of rulemaking, as to 
par ticu lar situations, as an area  in which delegation could properly and profit­
ably be employed in at least  some instances. We accordingly have no objection 
to this proviso.

CO MM ISS IO N-SPON SO RE D CH AN GE S IN  STOCK EX CH AN GE  RU LE S

Under the second proviso in section 1(a ) the Commission could not delegate 
its authority under section 19(b) of the Securities Exchange Act of 1934. Sec­
tion 19(b) permits the Commission, subject to certa in standards and procedures, 
to make changes in the rules and practices of any national securities exchange 
which is registered under the Securities Exchange Act of 1934. As with general 
rulemaking, the Commission has no thought of delegating its power to compel 
changes in the stock exchange rules  and practices. It  accordingly takes no 
exception to this provision.

LIM IT ATIO N S ON DISC RETION TO RE VIEW

Section 1(b) contains six limita tions on the Commission’s discretion not to 
review delegated action. The first one was contained in the original Senate 
version of the bi ll; the second one was suggested by the Commission when the 
bill was before the Senate Committee on Banking and Currency; and the re­
maining four were suggested by the New York Stock Exchange.

REVIEW ON  RE QUEST  OF O NE C OM MISSION ER

The first proviso in section 1(b ), which was in the original dra ft of the bill, 
would make review by the full  Commission mandatory if one of the five members 
requested review either on his own motion or on a petition by a  party. Reor­
ganization Plan No. 1 would have required a  minimum of two Commissioners to 
compel a review.

* Sec . 12 of the APA provides in substance t ha t p rovisions of th a t a ct may no t be modified 
or  superseded  by any subsequent legisla tion except legis lation which does so by express  
terms.

87271—62----- 2
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I t was pointed out at  one of the  hearings on the plan th at  w ith  a five-member 
Commiss ion the  requ irem ent of two votes to compel review was  tan tam oun t to 
saying that  there would be no review unless half of the  Commission favored it 
at  any  time when illness, absence, or personal disqualification  of even one 
Commissioner, or a single vacancy in office, might force the  Commission to act 
on a  four-man basis. This  was perhaps too r estr ictive. At  any rate , we would 
be d isposed to review whenever  even one Commissioner favored review, whe ther  
req uired to do so o r not. We accordingly do not  object to thi s provision.

DE NIAL  OP ACCELERATION OF REGISTRATION STATE MENTS AND OP EFF ECTIV ENE SS OF 
POST-EFFECTIVE AMENDMENTS

The n ext  proviso in section  1(b ) would compel th e full  Commission to review, 
upon request, whenever acceleration of a reg istratio n sta tem ent under section 
8(a ) or effectiveness of a post-effective amendment under section 8(c) of the 
Securit ies Act of 1933 was denied a t any delegated  level.

This proviso was sponsored by the  Commission at  the Sena te hear ings  in 
recognition of the fac t th at  denial of acceleration as a pra ctical ma tter might 
in many instances cause a renegotiatio n of financing term s or loss of an under­
writing. Under these circumstances , it is our view th at  no one sho rt of the  
ful l Commission should have  the power to deny finally. The reverse,  of course, 
is not  true . If  acceleration or  effectiveness is granted  a t a delegated level, 
th at  ends the mat ter. The proviso is accordingly cas t in terms of denia ls 
only.

The remaining provisions of  section 1(b) of the bill were  suggested to the  
Senate  by the New York Stock  Exchange. These provisions  cover for  the 
most pa rt areas in which the  Commission contem plates delega tion, if any, only 
to a limited extent.  In any event it  would expec t to gran t review whenever 
requested by an adversely  affec ted party. The Commission accordingly  does 
not  objec t to these provisions which at any ra te  do not prevent delegation, but  
only require t ha t a review of delegated  ac tion be gr ante d if an adversely affected 
pa rty  requests it. A brief desc ript ion of these  fou r provisions follows withou t 
fu rthe r s tate ment of Commission  position thereon.

DEN IAL OF ACCELERATION ON AN EXC HANGE LI ST IN G

Und er section 12(d) of the  Secu rities Exchange Act of 1934 an application  
fo r reg istr ation  of a security to be listed  on any regi stered exchange becomes 
effective 30 days af ter the  Commission  receives certif ication from the exchange, 
unless  the  Commission acc eler ates the  effective date.  The proviso in section 
1(b ) of the  bill would compel ful l Commission review if  a party  adversely 
affected by d enial of  such an accelera tion  requested i t.

REVOCATION OF BROKER-DEALER REGISTRA TION

The  next proviso in sectio n 1(b)  would require fu ll Commission review 
whenever requested by a  person adversely affected by any deleg ated action which 
suspends, denies, or revokes a brok er-dealer  reg ist rat ion  pu rsu an t to section 
15(b) of the  Securities Exchange Act.

WITH DR AW AL  OF STOCK EX CH AN GE  REGISTRATION AND EX PU LS ION FBOM STOCK 
EXCH AN GE  ME MBE RS HIP

The next proviso would gr an t manda tory  review by the  ful l Commission to 
any pa rty  adversely affected by any  delegated action  which suspends, denies, 
or withdraw s the reg istr atio n of a stock exchange or which suspends or expels 
a member  of such an exch ange  pu rsu an t to section  19( a) of the  Secur ities 
Exchange Act.

SU SP EN SION  OF TRADING ON AN  EXCHANGE

Finally , any delegated action which suspends tradin g on an  exchange pur su­
an t to section 19(a ) of the  Securit ies Exchange Act would have to be reviewed 
by the  full  Commission if an ad versely  affected  par ty so requested.

FINA LITY  OF DELEGATED ACTION UND ER SECTION  1 (C)

Section 1(c ) provides th at  if  no review  is requested or if  the  Commission 
declines review, “then the  [delegated]  action * * * shall , fo r all purposes, in­
clud ing appeal or review ther eof , be deemed the  action of the  Commission.”
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We would have no difficulty with th is  provision if it  means th at  when an 
adversely  affected pa rty  does not  make a time ly requ est for  review by the full 
Commission, the delegated action is final  in the  sense th at  such a pa rty  cannot 
the reaf ter  go to cou rt because he has  no t exhausted his adminis tra tive remedy 
before the fu ll Commission. We believe, however, th at  thi s word ing migh t be 
int erp reted to mean ju st  the  opposi te, namely, th at  the  delegated action is 
“deemed the  action of the Commission” in the  sense th at  it  may be used as a 
basi s for  “appeal or review the reo f” in  cour t, even though it  has  not  been re­
viewed by the  ful l Commission. This la tt er  cons truct ion would seem to be more 
in harm ony wi th the  APA provisions which presently  govern ini tia l decisions 
by hea ring exam iners.2

The Commission raised no ques tion about the  wording of section  1(c ) at  the 
Senate hea rings dur ing the  first sess ion of this  Congress because at  th at  time 
it  appeare d unlik ely that  the  Commission would delegate in thi s area  except in 
rou tine  and  uncon tested cases. Looking ahead and taking  acco unt of the  in­
terven ing  cont inued rise  in work load , we now foresee th at  a t some point  the 
Commission  might consider more  extens ive  use of ini tia l decisions by hear ing 
exam iners. But, in view of the  int ric acy and impo rtance of thi s agency’s ma t­
ters which  would come within the scope of th e init ial  decisionmaking process, we 
dou bt th at  the  Commission could safely  delegate in t ha t are a to an exten t which 
would be a t all helpful in relieving  i ts workload burden , under the  present word­
ing of section 1(c) . If  this bill is to  be of any rea l value to the Commission in 
its  possible fu ture  delegation of decisionmaking to hea ring exam iners , the 
Commission believes th at  section 1(c)  should be amended to req uire th at  partie s 
adverse ly affected by hea ring  exam ine rs’ init ial  decisions must reques t review 
by the  fu ll Commission be fore they  may  petitio n fo r court rev iew.

The Commission accord ingly sugg ests  tha t t his  committee add  a proviso at  the 
end of section 1(c ) worded sub stantially as follows: “Provided, however, That 
a party  adversely affected by any  delegated actio n which is within  the  scope of 
section 7( a)  of the Adminis trat ive  Procedure  Act of 1046 (60 Sta t. 241), as 
amended,  must seek timely rev iew thereof by the Commission u nder the  published 
orders  or rules promulgated pu rsua nt  to section 1( a)  hereof, before taking 
an appeal to or petit ioning fo r review by any court. To the  extent  th at  this 
proviso supersedes or modifies any  provision of the  Admin istrativ e Procedure  
Act of 1946 it  is hereby dec lare d to do so expressly within  the  requirement of 
section 12 there of (60 Stat . 244).”

IM PL IE D AUTHO RITY TO DELEGATE

The Securities Exchange Act of 1934 which created  th is Commission contains  
no provision expressly perm itt ing  or proh ibiting delegation of funct ions.  Th at  
ac t was  preceded by one oth er act and followed by fou r oth er acts  which the  
Commission  now adminis ters . A Commission of five mem bers could not person­
ally or as a body perfo rm all  of the  funct ions specified in these acts. The view 
has  long preva iled at  the  Commission th at  it  now has  implied autho rity  to dele­
ga te in some areas , pa rti cu larly  in respe ct to rou tine and uncon tested mat ters  
and  ma tte rs which by th ei r na tur e do not  adversely  affec t the public int ere st 
or the  in terest  of any par ty.

The Commission h as from time to  time  delega ted on a de fac to basis in certa in 
limited  areas in which it  was fel t that  par tie s would not  be adversely affected . 
This has  been compelled by the  sheer pressure of the  work  in recen t times. In  
such  cases the Commission has provided  f or  review wheneve r anyone requested 
it.

ERRATA

The copy of the bill which was submitted to the  Commission for  comment  con­
tai ns  no designation  of “Section 1” which app arently st ar ts  on line 3 on page  1.

The word “and ” in l ine  7 on page 1 of the  bill  should be “a n”.

“ Thus sec. 8(a)  of the  APA provides, in substance, th at in the  absence of an appeal to 
an  agency or review on the  agency’s own motion, the  hearing  examiner’s ini tia l decision 
shal l then “become the  decision of the agency.” Sec. 10(c)  provides th at  any agency 
action which is otherwise final shall be reviewable in court  “wh ethe r o r not  th ere  has  been 
presented * * * any app lica tion  * * * for  an appeal to supe rior  agency autho rity.” In  
view of sec. 12 of the APA which purpor ts to prohibit “ ind irect” amendment (see footnote 
1, above),, it  would be difficult to urge th at  sec. 1(c ) of S. 2135 calls for a different re su lt 
tha n these two sections of the  APA.
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CONCLUSION

If  S. 2135 were to become law,  the  Commission believes th at  it  could make 
effective use of the power thu s expressly provided and  thereby  free considerable 
time  which the Commission as a body sorely needs to devote to other imp ortant 
matters.

We apprecia te this  opportu nity  to express  our views on th is subject.

Securities and Exchange Commission  Further Comments on S. 2135, 87th 
Congress, 2d Session, May 29,1962

To the  Committee on In ter sta te and Foreign Commerce of  the  U.8. House of 
Representat ives :

In  the  orig inal memorandum of comments to the  committee with  respect to 
S. 2135 the  Commission p roposed  an amendment to section 1( c) . That section 
provides, if no review is requ ested or if the  Commission declines review, “then  
the  [delegated] action * * * shall  for all purposes, including appea l or review 
thereof , be deemed the action of the  Commission.” As expressed in our original 
comments, the Commission was concerned that  this section mig ht be inte rpre ted 
to mean  th at  a par ty could seek cou rt review of a delegated action without first 
having sough t Commission review. Accordingly, the  Commission recommended 
th at  S. 2135 be amended to ex plic itly  proh ibit  this  resu lt.

Upon reconsidera tion, we believe th at  our proposed amendment is unnecessary  
and would like it withdrawn  fro m considerat ion. The Admin istrative Proce­
dure Act contemplates th at  a pa rty must seek Commission review prio r to ap­
peal ing an init ial  decision to the cour ts, if the Commission so provides  by rule. 
Section 8( a)  of the Admin istrativ e Procedure Act sta tes  that , in the  absence of 
eith er an appeal to the agency o r review upon motion of  the agency, an ini tial  de­
cision shall, without fu rth er  proceedings, become the  decison of the agency. 
Moreover, section 10(c) of the Admin istrative Procedure Act—which defines 
reviewable actions—sta tes  as fo llo ws:

“* * * Except as otherwise  expressly  required by st atu te,  agency action othe r­
wise final shal l be final for the purposes  of this subsection whether or not there 
has  been presented or dete rmined any  application  for  a dec larato ry order, for 
any form  of recons iderat ion, or (unless the  agency othe rwise requ ires by rule  
and provides that  the action mea nwh ile shal l be inop erat ive)  for  an appeal to 
superio r agency auth ori ty.”

The effect of section 10(c) is to make ini tia l decisions final for  purposes  of 
•appeal  to  th e courts with out  a req uest for agency review, unless the agency other­
wise requ ires  by rule and provides th at  the init ial  decision sha ll be stayed during 
the a ppea l process. The Senate  repo rt supports this conclusion :

“The last  clause,  pe rmi tting age ncies to requ ire by rule th at  a n appea l be taken 
to sup erior agency autho rity before judicia l review may be sought, is designed 
to implement  the  provisions of section 8(a ).  Pu rsu an t to th at  subsection an 
agency may perm it an examin er to make  the ini tia l decision in a case, which 
becomes the  agency’s decision in the absence of an appe al to or review by the  
agency. If  the re is such review or  appeal,  the  examiner’s ini tia l decision be­
comes in operative unti l the agency dete rmines the ma tter. For th at  reason  thi s 
subsec tion perm its an agency also  to require  by rule tha t, if any  par ty is not 
satisfied with the ini tia l decision of a subordinate  hear ing  officer, the par ty must 
first  appe al to the  agency (th e decision meanwhile being inoperative) before 
resort ing  to the courts. In no case may appeal to  superior agency autho rity  be r e­
quired by rule unless the  admi nis tra tiv e decision meanwhile  is inoperative,  be­
cause  otherw ise the  effect of such a requ irem ent would be to sub ject the party  to 
the  agency action and to rep eti tious adm inistrative process  wi tho ut recourse. 
There is a fundamenta l inconsistency  in requ iring a person to continue exhaus t­
ing adm inistrative processes af te r adminis tra tive action has  become, and while 
it  remains, effective.”

Nothing in S. 2135 derogates from these prin cip les;  section 1(c)  of the  bill 
appears to be no more tha n a res tat em en t of section 8(a ),  previously alluded  
to. This interpreta tion  is corrobo rate d by section 12 of the  Adm inist rative 
Procedure  Act which directs th at  no subsequent legislation sha ll be held to 
supersede  or modify the  Admin istrativ e Procedure Act except to the extent  th at  
it  does so expre ssly; noth ing in S. 2135 conta ins any express modification of 
that  a ct.1

1 Senate  rep ort  on S. 7, 79th Cong., 1s t sess., S. Rept. 752, p. 27.
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Therefore, since  the  Commission has the power by rule to req uir e th at  a 
pa rty  seek Commission review of an in iti al  decision prior to tak ing  an appea' 
to a court , we should like to withdraw ou r proposal to amend S. 2135.

The Chairman. This bill would authorize the Commission to dele­
gate certain functions to a division of the Commission, an individua l 
Commissioner, a hearing examiner, or an employee or employee 
board.

The Commission would retain  discretionary righ t to review any 
action taken under  the delegated a utho rity and the vote of one mem­
ber of the Commission would be sufficient to bring  any such action 
before the Commission for review.

If  an action is not reviewed by the Commission under any of the 
alternative procedures provided in S. 2135, the action of a delegate 
would, for all purposes, be deemed the action of the Commission.

It  may be remembered th at Reorganization Plan No. 1 of last year, 
1961, had the same objective as this  bill; tha t is, to enable the Com­
mission through appropria te delegations of responsibility , to pro­
vide for 'more effective admin istrat ion of the laws for which it is 
responsible.

The reorganization plan was approved by the House of Representa­
tives on June  15,1961, but was rejected by the Senate on Ju ne 21,1961, 
because the authority to delegate, which it would have conferred, 
was deemed to have been too broad.

My understanding is tha t this  bill has met the objections while 
retaining the provisions which would permit the accomplishment of 
basic objectives of the reorganization plan.

I would like to say for the record here, tha t this is another  of the 
of the reorganization plans, either bv submitting a proposal to the 
President  under the Reorganization Act or by legislation  from this 
committee, of the six major regulatory agencies th at come under our 
jurisdict ion.

Personally, I think this is a  tremendous record for this  committee. 
Af ter  3 years  of study and investigation  of the agencies and the ad­
minis tration of the  laws, we have found there were many things tha t 
were needed for the improvement of the adminis tration  of these highly 
important programs. The committee, in accomplishing improve­
ments fo r each of these six major regulato ry agencies with in its  scope, 
it seems to me, th at this is a very fine record for the committee and a 
very grea t service to the American people.

I, for  one, as far as I  am concerned, am quite  proud of this record.
In  view of the fact that  oth er programs,  either by the reorganization 

plan or by action of the committee of the House, or Congress, have 
been accomplished, it seems to me tha t this  one should have little diffi­
culty of being approved  and for tha t reason we set hearings this 
morning.

Mr. Chairman, we have invited you on behalf of the Commission 
to the committee and make a record on the bill so that this would 
enable the committee from this record to give it  consideration.

We are glad to have you here for th is purpose and we will be glad 
to have your s tatement.

Proceed.



10 SEC  REOR GANIZATION

STATEM ENT OF HON. WILLIAM  L. CARY, CHAIR MA N, SECU RIT IES
AND EXCHAN GE COMMISSION; ACCOMPANIED BY COMMIS­
SIONERS J. ALLEN  FREA R, JR ., BYRON WOODSIDE, JACK M.
WHI TN EY  I I,  AND ASSIS TAN T G ENE RAL  COUNSEL DAVID FE RB ER

Mr. Cary. Thank you, sir.
Mr. Chairman and members of the committee, I am William L. 

Cary, Chairman of the Securities and Exchange Commission and I  
have with me today my colleagues, Byron Woodside, Commissioner, 
Commissioner Whitney, and Senator Frear. My fifth  colleague was 
not able to attend.

The Chairman. Let me say, Mr. Chairman, that  we are glad to 
extend a welcome to the other members of the Commission. We are 
glad  to  have them here wdth you and they are not  any less welcome to 
the other members, but specifically we are  g lad to see our old friend , 
Senator F rear , back with  us.

Mr. F rear. Thank you, sir.
Mr. Cary. I also have with me our General Counsel, Peter  Dam- 

mann ; Associate General Counsel, David Ferber ; and George Mi- 
cliaely of the General Counsel’s staff, as well.

I  am here today to tes tify  on S. 2135, a bill to authorize the Se­
curities and Exchange Commission to delegate certain functions. 
The Commission s trongly supports  th is bill.

At  the request of this  committee, the Commission has previously 
submitted a memorandum of comment on the bill. With  your per ­
mission, Mr. Chairman, I would like to offer a copy of tha t memo­
randum to be included in the record, together with  a supplement 
which has been recently prepared.

The Chairman. Let it  be included in the record along with a copy 
of the bill at the appropria te place.

(The  documents referred to appear on p. 4 and p. 8.)
Mr. Cary. Since our memorandum discusses the bill in some detail, 

I  shall confine my statement  today to the highlights of the bill, and to  
such remarks as may be necessary to supplement  the comments in our 
memorandum.

I.  The purpose o f S. 2135 is to permit greater flexibility in the han ­
dling o f business by the Commission (that is, by the  Commissioners 
themselves as distinguished from the staff). This flexibility would be 
atta ined  by permitting  the Commission to delegate its functions, with 
certa in exceptions, to a division of the Commission, an individual 
Commissioners, a hear ing examiner, or an employee or employee 
board. Explic itly nondelegable are the functions o f:

1. General rulemaking (applicable prospectively to whole 
classes of persons) as dist inguished from certain actions involving 
specific persons and practices (which are also defined, technically, 
as rulemaking under the Adm instrative Procedure A ct) .

2. The making of any rule, regulation, or order pursuant to 
section 19(b) of the Exchange Act which perm its the Commission 
to alter the rules or practices of any registered national securities 
exchange.

The bill would require the Commission to reta in a discretionary 
rig ht  to  review delegated action within a time and in a manner to  be 
prescribed by rule. In  addition , the bill provides that the vote of one
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Commissioner shall be sufficient to bring any delegated action before 
the Commission fo r review, and provides tha t in certain situations a 
person or pa rty  adversely affected by delegated action shall be entitled 
to review by the Commission.

The bill  also provides tha t delegated action shall become the action 
of the Commission for all purposes, including review by the appellate 
courts, if no Commission review of the delegated action is sought 
within the time specified by rule,  or if  the Commission declines review.

Fina lly, the bill would tran sfe r to the  Chairman of the Commission 
the function  of  assigning personnel to perform such functions as may 
have been delegated by the Commission.

II . Pr ior to the int roduction of S. 2135 in the Senate, the President 
had submitted to the Congress Reorganization Plan No. 1 of 1961. 
Hear ings on the plan were held before the House Committee on Gov­
ernment Operations, and a resolution to disapprove the plan was re­
jected in the House of Representatives on June  15, 1961. However, 
aft er hearings before the Senate  Committees on Government Opera­
tions and on Banking  and Currency, the plan was disapproved by the 
Senate on June 21, 1961.

Shor tly afterward, S. 2135 was introduced in the Senate. The 
features of the plan, which apparently had been objectionable to the 
Senate, are  not present in thi s bill. I t was subsequently passed by the 
Senate on September 1, 1961.

II I.  Although the genera l purposes of S. 2135 are the same as 
those of Reorganization Pla n No. 1, there are certain  differences be­
tween them. I should like to  comment briefly on those differences.

1. Although the plan imposed no res trictions on the  m atters  which 
could be delegated, S. 2135 does not authorize delegation of the  func­
tions of rulemaking with  reference to rules of general application, 
or o f the making of any rule, regulation, or order pursu ant to section 
19 of the Securities Exchange Act of 1934. As mentioned earlier, 
tha t section relates to registered national securities exchanges.

2. Both the plan and the bill would require the Commission to re­
tain  a discretionary  rig ht  to review delegated action, e ither upon the  
Commission’s own init iativ e or upon petition of a party to or inter- 
venor in such action. Und er the plan, the vote of two Commissioners 
would have been required to bring  such action before the full Com­
mission for review. Und er this bill, however, the  vote of one Com­
missioner is sufficient.

3. The bill provides that any person or party  adversely affected by 
delegated action shall be entitled to review where the delegated action 
(1) denies any request for accelaration of a regist ration  statement 
or posteffective amendment thereto; (2) suspends, denies, or revokes 
a broker-dealer regi stra tion ; (3) suspends, denies, or withdraws any 
registration, or suspends or expels a member, of a national securities 
exchange; or (4) suspends trad ing  on an exchange. No such right 
to review by the Commission in these areas was provided for under 
the plan.

The Commission has no objection to those provisions of S. 2135 
which differ from Reorganiza tion Plan  No. 1. In  the first place, the 
Commission has never contemplated delegating its general rulem ak­
ing function or its rulemaking  power over exchanges. Moreover, 
with respect to the  basis of Commission review of delegated action,
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we would be disposed to gra nt  review in any event whenever one Com­
missioner favored it. We so stated in the hearings upon the plan. 
Furthermore, it is our belief tha t Commission review is appropr iate 
in those matters for which the bill now specifies review as a matter of 
right.

IV. We regard the b ill as helpful to us in achieving greater flexibil­
ity in the handling of business before the Commission. It  will pro­
vide an additional basis for relieving the Commissioners of the 
necessity of dealing wi th m atters  of lesser importance and thus allow 
them to devote more time to  consideration of m ajor matters of policy 
and planning. It  is part icularly  importan t at this time that  the indi­
vidual Commissioners be relieved, insofar as possible, from the sheer 
weight of routine business which has shown a tremendous upsurge. 
This  is evidenced, for example, by the dramatic increase in the number 
of registra tion statements filed with the Commission. In  fiscal 1961, 
there were 1,830 sta tements filed—an alltime high ; as of April  30 of 
this  year, 2,039 statement have been filed. In light of the marked 
increase of such routine matters,  their  appropriate consideration 
should require some delegation.

More impor tantly, the Commission is presently  engaged in the first 
extensive study of the securities markets in over 25 years. This has 
required a tremendous commitment on our part , and will continue 
to do so, if we are to  submit a responsible report to the Congress and 
then to act on the repo rt through legislative recommendations and 
rule proposals. During this process, the Commission believes it ab­
solutely essential th at it devote as much time as possible to the study, 
and other broad inquiries which are being conducted, without being 
overly burdened by the increas ing flow of routine and minor matters.

I  should like to po int o ut tha t the enactment of the bill will not in 
any way relieve the agency’s general workload problems. The in­
tended purpose of the bill, as I  have discussed, is to  assist the Com­
missioners in the handling of their  business. The staff, on the other 
hand, will still have its present heavy obligations in addition to taking 
on those new responsibilities delegated by the Commission.

The Commission contemplates that delegation to individual Com­
missioners or the staff will be appropriate  in numerous areas. I 
should like to list a few of these.

1. Orders for pr ivate  investigation in routine cases.
2. Rulings on applications  under the  Public Ut ility Holding Com­

pany Act of 1935 and the  Investment Company Act of 1940 for 
exemptions from certain provisions of these acts in uncontested cases 
involving routine matters.

3. The qualification of tru st indentures under the Tru st Indenture  
Act of 1939 for routine and uncontested cases.

4. Action upon various  applications under section 12 of the Se­
curities Exchange Act of 1934 which deals with listing and delisting 
of securities on national securities exchanges.

5. Acceleration of the effective date of certain registration state­
ments under section 8(a ) of the Securities Act of 1933; orders per­
mit ting  withdrawal of exhibits, amendments or an entire reg istration 
statem ent; and, in repeat  cases, orders authorizing confidential treat­
ment of certain documents. These actions will be devoted to meeting 
the Commission’s mounting problem of dealing with the processing 
of regist ration  statements, to which I  have previously alluded.
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6. Acceleration of routine applications  for registra tion under the 
Investment Advisers Act of 1940 and routine cancellations of those 
registrations.

7. Acceleration of the registrat ion of broker-dealer applications 
under  the Securities Exchange Act  of 1934 and the cancellation of 
routine registrat ions.

V. In  our memorandum of comment we suggested an amendment 
to section 1(c) of the bill. Upon  reconsideration, we should like to 
withdraw that  suggested amendment.

Our concern was that section 1 (c) might be in terpreted  to permit 
parties to appeal from delegated decisions directly to a court of ap­
peals without first having the case considered by the Commission. 
Fu rth er analysis compels us to conclude tha t the Admin istrat ive P ro­
cedure Act expressly contemplates th at full Commission review must 
be sought in such si tuations and  tha t we can meet this  problem by 
rule.1 Accordingly, we should like to withdraw our proposal to amend 
this bill.

The Commission considers it  important that  a plan  of delegation 
be established in order that we may fully direct our attention to the 
many major matters of policy and p lanning  now confronting  us. Ac­
cordingly, we strongly u rge the passage of S. 2135.

Thank you, Mr. Chairman.
The Chairman. Thank you very much, Mr. Chairman, for your 

statement.
May I inquire, is the Commission unanimous in its decision ?
Mr. Cary. The Commission is unanimous in its decision; yes, sir.
There are four of  us here and as to the fifth, I can speak for Com­

missioner Cohen.
The Chairman. Mr. Woodside, do you agree with the statement?
Mr. Woodside. Yes, Mr. Chairman.
The Chairman. Commissioner Frear, do you agree with th at state ­

ment, too?
Mr. Frear. Yes, Mr. Chairman.
The Chairman. Mr. Whitney  ?
Mr. Whitney. Yes, Mr. Chairman, I  do.
The Chairman. Are  there any reservations on the par t of either 

of the Commissioners with reference to this  counterplan?
Mr. Cary. I do not think there are, but perhaps you might want  to 

have them speak f or themselves, sir.
The Chairman. Well, I  give them an oppor tuni ty now.
Mr. Woodside. None whatever.
The Chairman. The fifth member ?
Mr. Cary. I am authorized to  speak for him. Commissioner Cohen 

could not be here. There are no reservations at all on his pa rt.
The Chairman. Invar iably  there arises, in connection w ith these 

matters, a question as to whether o r not the Commission is unanimous 
in its fee ling as to the need for these th ings,  and tha t is the reason I 
wanted to get th is on the record so we may be able to advise the House, 
in addition to having  it for our own informat ion, tha t th is is a u nan i­
mous request by the Commission and there  is no reservation on the p art  
of any member.

1 See sec. 10(c) ; sec. 12 of the  A dminist rativ e Procedure Act
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I want to get tha t on the record.
Air. Freak. Air. Chairman, I  think  the Chairman of the Commission 

has been very patien t with the other members of the Commission and 
with the work that we have been doing on th is bill. I think it  is only 
natural tha t there would arise questions and answers during such a 
discussion and I think  they have been answered to the satisfaction of 
all of the members of the Commision.

The Commission feels, I  believe, unanimously, tha t if this bill is 
enacted it will help the adminis tration of the Commission of the 
statutes which they are given authori ty to administer. They do not 
feel, however, t ha t this  may be the end of all of the problems of the 
Commission, but it is certainly a step in assisting in tha t direction.

The Chairman. Thank you, Senator, for tha t statement.
. There is one other thing. This bill reserves to the Commission the  

righ t as a Commission to make final decisions ?
Air. Cary. Th at is correct.
The Chairman. Tha t, in my judgment, is a very good policy.
Air. Cary. As I  noted, any one Commissioner can bring a matter  up 

before the Commission. Under those circumstances, if there is a s ingle 
disagreement of one person-----

The Chairman. I  th ink tha t is a slight departure  from some other 
reorganization programs we have had.

Air. Cary. Yes, sir.
The Chairman. Bu t that satisfies me and is perfectly  all r igh t w ith 

me.
Air. Aross, do you have any questions ?
Air. AIoss. No.
The Chairman. Air. Springer?
Air. Springer. No questions.
The Chairman. Air. Dingell ?
Air. Dingell. Air. Chairman, do you know of  any opposition to 

S.2135?
Air. Cary. At this time, Congressman Dingell, I know of none. 

There was at the Senate  stage some opposition and indeed some of the  
amendments tha t were made and are represented in this bill were 
largely at the suggestion, for example, o f the New York Stock Ex­
change. Therefore, I believe a t th is time they express no opposition 
to the bill in this form.

Air. Dingell. Alaybe I  had bet ter yie ld to the chairman now.
The Chairman. Yes, there is some general  opposition to these 

plans. We have seen tha t in the consideration of reorganization 
plans and proposals like this affecting other Commissions. There 
are those who feel that  th is gives the Commission author ity to dele­
gate too much power and decision to an employee or employee board. 
We have seen th at  from our experiences in the past, but I thin k the 
overwhelming sentiment is favorable to this  kind of a program in 
order to permi t these agencies to more expeditiously assume their  re ­
sponsibility and rend er service to the people.

From my own observation and experience over the last year, it  has 
proved to be true but whether the opposition is as great now as it was 
a year ago, I do not think  any of us know tha t yet.

Air. Cary. Air. Chairm an, I am sorry. I did not mean to say that 
there was not some general opposition. I  merely meant there was no
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concrete, specific person opposing this bill, as distinguished from other 
bills.

The Chairman. The New York Stock Exchange sent in a letter 
which indicated their opposition heretofore about it. Th at was when 
the reorganization plan was considered over there. I do not believe 
they expressed such opposition to our committee or to the House Gov­
ernment Operations Committee, when we were considering it before. 
I am not sure about that. Maybe they did; I do not recall.

Mr. Moss?
Mr. Moss. I do not recall either.
The Chairman. Anyway, I  do no t think it was expressed over on 

this side of the House but they did in the Senate. However, we have 
a le tter from the president of the New York Stock Exchange on this 
par ticu lar bill in which they say they have reviewed carefully thei r 
position on the bill and are satisfied th at it will facilitate the work of 
the Commission without unduly limiting the right to review without 
grantin g the rig ht to delegate rulemaking powers.

W e will put the letter in the record at this  point.
(The lett er follows:)

New York Stock Exchange,
New York, N.Y. , May 24,1962.

Hon. Peter Mack,
Chairman, Subcommittee  on Commerce and Finance , Interst ate and Foreign 

Commerce Committee,  House  of Representatives, Wash ington, D.C.
Dear Chairman Mack : We have received your notice of public  hearings on 

S. 2135—Securities  and Exchange  Commission reorganizatio n bill—to be held 
at  10 a.m. Tuesday, May 29, 1962.

Last yea r when the  Senate was consider ing thi s bill, we corresponded with  
Sen ator Harris on A. Williams, Jr. , expressing our reserv ations concerning a 
lim ita tion on an affected pa rty’s mandato ry rig ht to review by the  Securities 
and  Exchange  Commission of an  agency action  at  a delegated level. We sug­
gested the  bill be changed to affo rd mandato ry review by the  Commission to 
persons  subject to the  life -and-death  powers of the Commission. These powers 
are exerc ised by the Commission under sections 8( a)  or 8(c)  of the 1933 act and 
und er sections 15(b), 19(a)  and (19(b) of the  Securit ies Exchange Act of 
1934.

Accordingly, af ter con sul tati on between the Securit ies Subcommittee in the  
Sen ate  and  the Securities Exchange  Commission, the bill was  amended  to meet 
these objections and was passed  in that  form. Copies of the  correspondence 
on thi s ma tte r are  contained in the  Senate  Commit tee Repor t No. 776 of the  
87tli Congress, 1st session, which  accompanied S. 2135.

We have carefully  reviewed again our posit ion on S. 2135 and  are  satisf ied 
th at  it  will fac ilit ate  the  w ork of the Securities a nd Exchange Commission with­
out  unduly limit ing the  rig ht  to review and witho ut gran tin g the right to dele­
gate imp ortant  rulem aking powers. This being the  case we have no objections 
to presen t to the  comm ittee and  I wish to tak e this opportu nity  to endorse S. 
2135 as passed by the Senate .

We are  presenting thi s le tte r to be included in the  record in lieu of an 
appeara nce.

Sincerely, G. Keith  Funston.

Mr. Dinoell. Mr. Chairman, I will be happy to yield to any 
member of the committee fo r fu rthe r questions.

The Chairman. Proceed.
Mr. Dinoell. Mr. Chairman, I note on page 6 of your statement, 

you say, “I  should like to point out tha t the  enactment of the bill will 
not in any way relieve the a<rency’s general workload problems. The 
intended purpose of the  bill, as I have discussed, is to assist the 
Commissioners in the  han dling of thei r business.”
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I  w ould like  to discuss  th is  whole sub jec t wi th you  fo r a whil e, the  
wo rkload of  th e Com miss ion.

As you recall,  I  have been  somewhat int ere ste d in thi s.
Afr. Cary. Ind eed , yes.
Mr . Dingell . From  th e stan dp oint  of the  fa ct  th at  it  was no t 

infre qu en tly  the regu la tory  commissions  be ing  l ite ra lly  due p rocessed  
to  de ath . This will  so mewhat ease t he  wo rkload  of t he  Co mmissioners  
them selves, will  it not?

Mr. Cary. Tha t is cor rec t.
Mr . D ingell. Th is is on e o f t he  substa nti al bottle nec ks of the  Com­

mis sion  in polic ing  the  va rio us  sta tutes  the y are sup posed  to, and in 
conduc tin g regu lar aff air s the y are  supposed to  conduct on beha lf 
of  t he  people  ?

Mr. Cary. I would  no t say  th at  there are  too  man y bot tlenecks at  
the Commission level. The  po in t is, Mr. Dingell , th at if  we devo te 
ou r tim e to these rout ine matt ers , we do not ha ve  enough  tim e to  
th in k abo ut w here  we o ug ht  to  go on  m ajor  po licy  p roblem s. In  othe r 
words , we do no t hav e tim e to  th in k about th e gene ral  issues wi th 
which  the  Comm ission is concerned.

I  believe th at  ou r op ini ons could be speeded up  an d oth er th ings  
cou ld be acceler ated  if  we have pow er to del egate  minor rout ine 
m at te rs  which at  the pr es en t tim e tak e a good dea l of  ou r tim e at 
Com mission  meetings .

Mr . D ingell . Th e po in t I  am ma kin g is th at  th e Comm ission , as 
alm ost any  othe r responsi ble  office o f Government , finds it  is too big 
in  term s of  tim e requ ire d to ap prop ria te ly  ha nd le  every problem 
befor e the Comm ission; am  I  correct ?

Mr . Cary. Tha t is corre ct.  We meet alm ost  4 ho urs a day.
Mr . D ingell. That  is ri ght,  and th at  is the rea son , or  pe rha ps  t he  

pr incipa l reason, fo r the  sug gested am end ments ; am  I  correct?
Mr . Cary. Tha t is correct.
Mr . D ingell. I  not e in  read in g ce rta in  lang ua ge  on lines 21 and 

22 of  the bill , page 2, an d fo llowing  on down th ro ug h and I assume 
th is  has to  do w ith  a res erva tio n of  pow ers or with  re ga rd  to  a reserv a­
tio n o f specific areas w her e th e Comm ission must  re vi ew ; am I  correct ?

Mr. Cary. Tha t is c orr ec t, in genera l.
Th ere are  tw o po in ts wh ere  you re fe r to  p age No. 2. The firs t one 

is an  amend ment to pe rm it  any sing le mem ber  of  the Commission , 
wh ere as in the  reorga niza tio n pla n it  was two  mem bers , to  br ing 
an yt hi ng  up  to the Com mis sion level.

Sec ond ly, the  fu rther  a me ndme nt to which vou  re fe r, begin nin g at  
the to p of  page 3, w hich s ta rt s wi th  the words , “An d  pro vid ed  furthe r"  
at  th e bot tom  of pag e 2, spec ifically  pro vid es th at  in the event acti on 
de leg ate d at  a c ert ain  leve l d oes c er tai n things, o r af fects  certa in peop le 
in ce rta in  ways, the n th e part y  who is adv ersely  affec ted shall  be 
en tit led to his  righ t to  rev iew . These mat ters  are  ap pa rent ly  in re ­
sponse  to objection s rai sed to  Re organiz ation  Pla n No. 1 whe re i t was 
all ege d th at  the re sho uld  be review as a m at te r of  ri gh t in certa in 
are as.  Th is amendm ent  pro vide s f or  that .

Mr. D ingell . I  no tice  in  thi s specific  a rea  the re ar e c er tai n pa rt icu­
la r s itu ati on s set  fo rth  wh ere  th e Commission  mu st r eview ?

Mr . C ary. Tha t is c orre ct.
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Mr. Dingell. You indicated in your previous comment these were 
to meet objections of specific groups and individuals; am I  correct?

Mr. Cary. That  is correct, sir.
Mr. Dingell. Has this absolved all of the objections we found was 

the position of the nationa l exchanges ?
Mr. Cary. We do not know of any concrete objectors at  the present 

time.
Mr. Dingell. To this part icu lar  piece of legislation ?
Mr. Cary. To this par ticula r piece of legislation as amended.
Mr. Dingell. As drafted at this moment and as embodied in S. 2135 

before us?
Mr. Cary. That is correct. The amendments were for the purpose 

of satisfy ing the objections.
Mr. Dingell. Can you point out to us what each one of the require­

ments for mandatory review means? The committee sometimes does 
not have as good an understanding of the ins and outs and highly 
technical parts  of the Commission’s regulations and statu tory author­
ity as it would like.

Sta rt with the one at the bottom of page 22 and tell us a little bit 
about each one of these specific reservations of mandatory review 
under the bill.

I th ink this would be very helpful.
Mr. Cary. Yes, sir.
May I make it clear tha t when you say “mandatory  review" we 

must, on the objection of any par ty affected-----
Mr. Dingell. Of any party  affected? The decision of  the person 

delegated author ity will stand  under the language of subparagraph 
(c) on line 13?

Mr. Cary. Yes, sir.
The four specific areas tha t were incorporated in this bill are con­

tained in subpart (b) which s tarts  at the top of page 3 of the bill and 
they are these fou r:

Fir st, if for example we should deny acceleration of any registra­
tion statement—which means securities may not be publicly offered— 
a denial would be immediately subject to review by the Commission 
at the  objection of the par ty affected.

The second is the suspension, denial, or revocation of a registra tion 
of a broker-dealer. This  would involve put ting  a broker-dealer  out 
of business or preventing him from going into business.

The third is the suspension, denial, or withdrawal of any regi stra ­
tion of, or suspending a member of, a national securities exchange. 
In  other words, any par ticu lar member, if he were suspended, or 
denied, registration.

Four th, the suspension of trading on an exchange of a part icular 
security pursuant  to section 19(a) of the Securities  Exchange Act 
of 1934.

Those are the four areas in respect of which any par ty objecting  may 
immediately ask for a r ight  of review by the full Commission.

Mr. Dingell. I notice you mentioned section 19(a) of the Securi­
ties Exchange Act. Could you tell the committee something about 
that  section ?

Mr. Cary. Yes, sir.
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Sec tion  19 as a who le dea ls with the  Com mis sion’s pow ers wi th  
respect to na tio na l securit ies  exch anges and s ecu rit ies  req uired on such 
exchanges.

Sect ion 19(a)  (2) prov ide s th at  af te r ap pr op riat e notice and  op po r- 
tive da te of, to suspend fo r a per iod  not  exceed ing  12 months, or  to 
wi thdraw  the  r eg is tra tio n of  a securi ty, if the  Commission finds th at  
the issuer of such security has fai led  to comply with  a ny provis ion  of  
the  Sec uri ties  Ex ch an ge  Ac t or the  rul es and  regu latio ns  there under.

Sect ion 19 (a )( 3 ),  wh ich  is involve d here , pro vides,  among  othe r 
things, th at  the  Com mission  by orde r may  sus pen d fo r a per iod  not  
exceeding 12 m onths , or  expel fro m a n at iona l s ecu riti es exchange any 
mem ber  or  officer the re of  whom the  Commission finds has vio late d any  
provis ions o f the  S ecurities  E xchan ge Act  o r the  ru les  an d reg ula tio ns  
the reu nder.

Sec tion  19(a,) (4 ) au tho riz es  the  Com miss ion,  if  in its  opinion  the 
publi c int ere st so requ ire s, sum ma rily  to  suspe nd t ra di ng  in any  regi s­
tered secu rity .

I th ink th at  by ou tli ni ng  those , fo r example, I give  you some idea 
of the  na ture  of  th e powers the  Commiss ion ha s wi th resp ect to 
exchanges  and  to brok er-dea ler firms  w hich  are  exchange members.

Mr.  D ingell. Mr.  Ch airm an , ju st  one more br ie f ques tion.
Th is i s going to  ex pe dit e t he  hand lin g o f m at te rs  in  the C omm ission, 

T assum e, by el im inat ing some more or  less rout ine housekeeping 
chores of the Com mission  fro m its  conside rat ion  by dele gation ?

Mr.  Cary. Pre cisely . I t  will reduce the nu mber of papers com ing  
up  to us every day , hu t n ot  a ny th ing of  ma jor impor tance.

Mr.  D ingell. Do you hav e any id ea of how mu ch thi s will exped ite  
the hand lin g of  th e wo rkload  o f the  Commission  in terms  of  re ducin g 
the volume of r ou tin e m at te rs  coming across the  C omm issioner' s desk ? 
W ha t percen tage of th e rou tin e wor k of the  Com misione rs will  be 
del ega ted , and  how mu ch w ill it expedit e the ha nd lin g of oth er cases?

Mr.  Cary. I t  is a li tt le  difficult to fix it prec isely. We meet  abo ut 
4 hours a day  at the presen t time . I wou ld th in k under those ci r­
cum stan ces ei ther  we would  meet the  same am ount of  time and  handle  
some bro ader problems, or  it  would reduce the amount of  meetin gs 
so we could get  down to  the  matt er  of opinions and othe r th ings  we 
have to engage in.

Mr. Springer. I  would  like  to ask unanimo us consent to ask ques­
tio ns  for  5 minutes.

The Chairman. W itho ut  objec tion.
Mr.  Springer . Mr . Ch airm an , I  a sk th is in all sincer ity , and  I  h ope 

I can g et the best answ er yo u can  give.
As  you know,  the sto ck  marke t has  been dr op pi ng  recently, and I 

rea lize  you  do not contr ol the stock  ma rke t. However , I  wou ld like  
to  have  your opinion  as best  you can give  it as to  wh at you conclude 
the  r easons are.

Mr.  Cary. Mr.  Sp ring er , I  cannot  pro vid e an ans wer to th at . I  
reall y cannot  in all ca nd or  give  you any  answ er th at  would sa tis fy  
you.

As you know,  our job is not  rea lly  economic ana lys is. We do not 
have a staff of  econom ists  to ana lyze  the  m arke t mov ement as such.  
We  th ere for e are  no t e xp er ts  on the  que stions of  why an d how m ark ets  
go up  and  down. O ur  job,  i t seems t o me, is the  one of tryi ng  to pro -
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vide for  a free and order ly market. By that  I mean a fully informed 
market  in the sense of seeing that  information with respect to securi­
ties is available, and fur the r seeing th at the market is free as much 
as possible of fraudulent activity.

I t seems to me those are our basic functions, and we are really not 
equipped, to give you an economic answer.

Mr. Springer. Generally  speaking, is the stock market subject to 
the question of confidence in the economic si tuation  ?

Mr. Cary. I would assume it is, sir. From every standpoint , the 
question of confidence is one tha t is referred to.

Mr. Springer. I)o you believe at this time th at at least a part of this 
could be due to a lack of confidence in the present economic situation ?

Mr. Cary. On that, sir, I do not have an answer. That is just 
one of a group of factors. I am not in a position to weigh those 
factors, as I said before.

Mr. Springer. In the last few weeks there has been a great deal of 
uneasiness in the air about the future. I find tha t in talking with 
people in Washington, and it has been reflected in newspaper stories 
and editorials.

Do you believe there  is any way we could restore confidence at 
this  time in the stock market and the economic situation?

Mr. Cary. I would like to believe that really one of our jobs is to 
mainta in confidence, to insure, if we possibly can, that  we have an 
informed public and a fr ee and orderly market. That is our job and 
we are trying our best to perform it.

Mr. Springer. Have you attempted to make any study in the last 
few weeks as to whv the market has dropped at such a rapid  rate?

Mr. Cary. We are at the present time t rying to assemble facts and 
undoubtedly we should be aware of the question, for  example, of who 
or what groups are buying  and selling and the status of special list 
accounts, and the like. At the moment, we do not have any study 
tha t would provide any answer at this time. We are looking into 
these facts.

Mr. Springer. 'When do you expect to have a report on this?
Mr. Cary. We will not have a formal report, but we will have some 

informat ion available, I  would assume, over a period of the next few 
weeks.

Mr. Springer. Mr. Chairm an, I think it is of the utmost impor­
tance when the market has dropped as it has the la st few weeks, a total 
of roughly $90 billion—and is tha t about right ?

Mr. Cary. In a dollar figure, I am not sure I can give it as well 
as I  can in terms of averages. I cannot speak to th e exact amount of 
dollars.

Mr. Springer. That  is a lot of money.
Mr. Cary. Indeed.
Mr. S pringer. That is all, Mr. Chairman.
Mr. Rogers of Florida . Mr. Chairman, I am concerned along the 

lines tha t Congressman Dingnell questioned on the time for a regis­
tration. Wha t is your average time element ?

Mr. Cary. At the moment, Mr. Rogers, it had lengthened out and 
it was somewhere between 50 and 60 days. Sometimes in the case of 
a tough one in respect to  which no prior  information was available, 
it might be longer than that.
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Mr. Rogers of  F lo rid a.  Do you ant ici pa te t hat  t he  provisions o f th is 
bil l will  enable you to spe ed up  th is time elem ent  fo r reg ist rat ion s?

Mr. Cary. May I say t h is  bi ll, as such, h as rea lly  no th ing to do with 
th at .

Re gistr ati on  sta tem ents come to the  Com mission  and are reviewed 
by it,  bu t the re has been no ho ldup  there . They are  reviewed in effect  
overn igh t by the  Comm issio n an d have  been regu larly . Th is bill  will 
not affect it.

I  w ill say we ha ve tak en steps in the  pas t mo nth  or  tw o which have 
speeded up the regi str at ion process . I  th ink at the  moment we have  
it  in ha nd  and can ge ne rally  assu re th at  regi st ra tio n sta tem ent s will 
come out faste r than  the y have. We sim ply  ha d to  fac e the  fact  t ha t 
the bac klog was grow ing  too  fas t and  we had to  t ak e dras tic  s tep s in 
or de r to  reduc e it.

Mr.  Sche nck . T hav e grea tly  enjo yed  Mr . Ca ry 's general  
sta tem ent.

Mr . Ch airma n, is it yo ur  fee lin g th at  the  new organiza tio n as pr o­
posed h ere  will enable y ou r C omm issio ners to o perate more efficiently ?

Mr . Cary. I th ink it wi ll,  sir.  It  will save us  tim e definite ly by 
no t ha ving  to han dle  ro ut ine ma tters.  In  othe r words,  in avo iding 
ha nd lin g rou tine matter s an d thus  givin g us an op po rtu ni ty  to con ­
ce nt ra te  on the  ma jor  issues.

Mr.  Schenc k. Mr. Ch ai rm an , will th is bill tak e away or  void any 
of  the privil eges and  op po rtu ni tie s of comp lainants  or  o the rs seeking 
ce rta in  pe rmission to do  th ings ?

Mr.  Cary. T o th e exten t there  is delegat ion , it mea ns a mat ter will 
not come before the C omm issio n as o f r ight  except in certa in instances . 
It  does mean , however, th at  if any  one Comm issio ner  feels a matt er  
dese rves Commission at tent ion,  it must come before  the  Commission. 
So if a person  is a co mp lai nant  and  feels in some way  he has  been 
un ju st ly  tre ate d, even on th e rou tine ma tte rs,  if it is bro ught to the 
at tent ion of any sing le Com mission er and he th inks  it should come 
before  the Commission, it wil l come.

Mr. Schenck . Mr. Cha irm an , is such a decis ion dep end ent  upon 
the  judg me nt  of  the  in div idua l Com missioner?

Mr. Cary. Of an y o ne : yes, si r.
Mr. Schenck . An d the  comp lainant will not hav e a person al rig ht  

of appea l over  a decision ma de  by a staff member to which th is mat ter  
has been deleg ated ?

Mr.  C ary. It  would  not come befo re the  ful l Com miss ion unless  one 
of the Com miss ione rs—a ny  one of  the  Com mission ers—tho ught it 
should.

I mi gh t ask, if  I  may , if Mr . Fe rb er  might have some fu rther  com­
men t on that.  He is an ex pe rt in th is  field of ad min ist ra tiv e pr o­
cedure.  I wan t to make su re  there is added an yt hi ng  th at  shou ld 
be added .

Mr. F erber. I do not th in k so. I th ink the ch air man  fu lly  sta ted  
the  mat ter, except pe rhaps to point  out th at  most of  the rou tine mat­
ter s are perm issio ns and th er e is spec ifica lly in the  bill  when  cer tain  
of these requests  are  soug ht,  and if the y are den ied , the  more  im­
po rtan t ones, they  could go to the  Commission on a den ial even 
sho uld  there  not be the  single  Com missioner th at  wa nts to take it up. 
T do not  th ink the re is an yt hi ng  of any  grea t sub stance  th at  could 
not be reviewable.
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Mr. Schenck. As I understand  it, Mr. Chairman, if a hearing 
examiner to  which a question has been referred makes a repor t to the 
Commission which is approved by the Commission, then the individual 
has no rig ht or oppor tunity to appeal that decision to the Commission.

Mr. Cary. May I make two comments on th a t:
Fi rst  o f all, in our Commission at  the present time all decisions by 

hearing examiners are simply recommended decisions. That  is the 
way we operate. There are no final decisions in effect by hearing 
examiners in our Commission as distinguished from other commis­
sions at the present time.

So in answer to you on tha t, i f a matter is before a hearing examiner, 
it will come before the Commission as a matter of fact, though per­
haps not  as a matter of right .

Secondly, as you may note, there have been these amendments in 
this Senate bill which pick out the crucial areas in respect of which 
it was felt someone might be hurt. In those four  areas, the ones to 
which I  referred  when I  was answering Mr. Dingell’s question, there  
is an appeal as of right . One might say that  the major crucial mat­
ters are ones in which an appeal as of right to the Commission is 
given.

Mr. Schenck. I would like to say that  I think under the present 
personnel and opera ting procedures of the present  Commission, the 
righ ts of everyone will be fully protected and observed, but I am 
wondering if you see any possibility of a futu re Commission making 
rule changes which would take away some of these right s under this 
legislation ?

Mr. Cary. In  our opinion, sir, there are enough safeguards here. 
There are automatic rights  of review and any one Commissioner may 
brin g a matter  up for  review.

Mr. Woodside has jus t reminded me of a point that I have not 
made before. Unde r the  bill we have the authority  to delegate, but 
we must do so by published order or rule, and therefore a proposed 
rule will go out and be subject to  discussion before we issue the rule 
on the basis of this general power of delegation.

Mr. Hemphill. No questions.
Mr. K eith. Pur suing the line of questioning Mr. Springer start ed 

a minute ago, is it possible tha t selling by foreign investors could 
be a big factor in the current selling ?

Mr. Cary. Mr. Kei th, without knowing the facts with respect to 
it, I do not have an answer. I do not have an answer as to the 
amount of foreign selling by foreign holders at the present time.

Mr. Keith. Is there any way to identify foreign purchasers , or 
sellers?

Mr. Cary. I would say that  information in some cases would be 
available. I am not sure it would be in to tal because I  would assume 
tha t foreign holders could have, for an example, a custodian account 
in a New York bank and this could not be identified. It  presents 
some problems of identification.

Mr. Keith . I s there any role tha t any agency of Government should 
play in trac ing the extent of foreign activi ty in our market? You 
mentioned earl ier the need to have an order ly market and the need 
to have activities comprehended by those who are investing in the 
market.
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Is there any need fo r a service which would identify  in some way 
foreign purchasers and sellers?

Mr. Cary. Because I have only been here a year, I am not able 
to speak to that in terms of the  history of the Commission. I would 
like to  ask Mr. Woodside if he has any comments on that  point.

I know there was at some point a discussion with respect, in particu ­
lar, to Swiss holdings and the like. I cannot speak to that  carefully 
now.

Mr. Woodside. Mr. Ke ith, a t various times in the  pas t we have been 
concerned with whether  transactions by foreign institutions were of 
significance, pa rticu larly  in relation to  proxy matters . I believe our 
New York office and the  stock exchanges from time to time tried  
to inform themselves as to the volume and source of buy and sell 
orders. I do not believe there is any mechanism in existence which 
makes it possible for a r apid determination of tha t information on a 
curren t basis.

I am sure as a result of what has happened in the last few weeks 
tha t there will be an effort made to determine the principal sources 
of the selling and the buying power which has been disclosed. I do 
not th ink anyone, a t least anyone in the Commission at  this juncture, 
is in a position to speak on it.

Mr. Keith. Thank you, Mr. Chairman.
The Chairman. Mr. Kornegay, who is just  freshly  back from a 

successful primary, with our congratulations.
Mr. Kornegay. Tha nk you very much, Mr. Chairman. I have 

no questions.
Mr. Thomson. No questions.
The Chairman. Mr. Chairman, thank you very much. We are 

glad to have your tes timony on this matter which will be brought to 
the attention of the committee at the first opportun ity.

T do not have any request from anyone else to be heard, and, there­
fore, this will conclude the hearings on the  proposed legislation.

Before we adjourn.  I  have a letter  for tne record signed by the 
Honorable Harrison A. Williams, Jr. , chairman of the Senate Sub­
committee on Securities, along with Senator Jav its,  the ranking 
minority  member of tha t distinguished committee. We are happy to 
have this letter  and, without objection, it will appear at this point 
in the record.

(The letter referred to follows herewith:)
U.S. Senate ,

Committee on B ankin g and Currency,
May 29,1962.

Hon . Oren H arris,
Chairman, Inters tate and Foreign  Commerce Committee,
House  of Representatives,
Washington., D.C.

Dear Mr. Chairman  : We ar e writin g to recommend th at  the House In ter sta te 
and  Foreign Commerce Committee give favo rable consideratio n to S. 2135, as 
amended , a bill which would both  auth orize the  Secu ritie s and  Exchange Com­
mission  to delegate  cer tain of its  functions, and  provide for appea ls of actions 
tak en under such delegations.

On Jun e 2, 1961, we introdu ced  S. 2135. As the  resu lt of comments on this  
bill, amendments were adopted  which met the  objections raised at Senate
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hear ings  and  which are, never theless, acceptable  to both the Sec urit ies and 
Excha nge Commission an d the  B ureau of th e Budget.

On August  24, 1961, S. 2135,  as amen ded, was  reported favo rably by unanimous  
vote of the  Sen ate Banking and Cur rency Committee. It  was pass ed by the 

Sena te on Septem ber 1,19 61.
Thi s bill would car ry out the  basic  objec tives  of Reorganizati on Pla n No. 1 

of 1961, to prov ide for  gre ate r flexibility in the hand ling of the  busin ess before 
the Commission, perm ittin g its  disp osit ion  a t different levels so as bet ter  to 
promote its  efficient dispatc h. At the sam e time, S. 2135, as amend ed, meets 
the objections rai sed  with  respe ct to th e delegation of the general rulem aking 
power and aggrieved pa rty ’s rig ht of appea l to the Commission as  proposed in 
Reorgan izati on Plan  No. 1.

The Securit ies and  Exchan ge Commission at  pre sen t has  a heavy  backlog 
of work because of the  increased ac tiv ity  in the secu rities mar ket.  S. 2135, as 
amended, would  enable  the Commission to achieve  much greater  uti lit y from 
its  pre sen t manpower. At the  same time, th is bill would fre e the Commissioners 
themselves from  deal ing with  det ails  of minor  consequence, thereby enabling 
them to con cen trat e on the  broad, more  im portant aspects of the  Commission’s 
business. Thus, on the  one hand, thi s bill  would give the  Commission  the  in­
creas ed efficiency which it  needs and, on the  other , by reliev ing the Commis­
sione rs of onero us deta ils, give them  th e necessary  time to deal effectively with 
the many ma tte rs of policy which confr ont  them.

We stron gly urge  th at  your  comm ittee  give this  bill fav orable cons iderat ion. 
Sincerel y yours,

Harrison A. Willi ams , Jr. , 
Chairman, Subcommittee on Securities.

J acob K. J avits,
Ranking Minority Member, Subcommittee on Securities.

The Chairman. The committee will stand adjourned.
(Whereupon, at 11:25 a.m., the committee adjourned.)
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