


Memo to Senator O'Mahoney
From the Presidant
May 173_]_-_33? .

In re-0'Mahoney's plans on taking of teatimony on the
Insurance phase of THEC

Memo to Leon Henderson attached--May 19, 1939

Also etteched memo to the President--April 12, 1939
From Willism 0. Douglas .
Re-Insurance Investigation

See:THEC folder--Irawer 2-1939 for the sbove correspondence
and othar eorrespondence relating to the Temporary
Hat'l Economic Committes
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Date mu.l_-“'

S N

To: The President
From: Chairman Frank, S8ecurities and Exchange Commission
Subject: 8EC - Utilities Divieion.

The problem of the administration of the Holding Company
Aot seems to me vital not only to the success of the Securities
and Exchange Commission, but slso to the success of the New Deal.

I am, therefore, bappy to report that (after many
conferences with Tom, Ben, and Bil1 Douglas, and with their
hearty approval) we have Just given our Public Utilities Division
& kind of blood transfusion whioch T believe will set things going
properly for the first time, Joseph L. Weiner has been appoint ed
Director of ths Division, to succeed Roy Smith when he leaves in
the near future. Mr. Weiner is 8 thoroughly experienced attorney
with specialized training in the publiec utilities fleld, As a
matter of fact, Mayor LaGuardia appointed him Assistant Cerporation
Counsel of New York City in charge of all Public utilities litiga-
tion. He has also been, during the LaGuardia regime, counsel for
the Board of Transpertation of Hew York City. For the past alx or
olght months he has been Special Counsel of our Reorganiszation
Division, which he has helped to make a great success in a short
time.

We have created a new posltion of Asscolate Dirsctor, and
put Robert H. O'Brien, a two-fisted former Assistant General
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Counssl, in that position.
He has been with us since the beginning, in jobs of steadily

inereasing importance and responsibility,
We have alsoc created the position of Counsel to the
Publie Utilitles Division and have put Mr. Roger Foster, formerly

Senlor Attorney of the Publie Utilities Division, in that post.
¥r. Abe Fortas, who, as you know, was taken away from us teo
becoms General Counsel to the Public Works Administration, regard-

boys we have brought up at the Securities and Exchange Commission.

ed Mr, Foster as his ablest 1leutenant.
All these moves, I'm glad to say, had the approval of all
flve Commlssicners.
We contemplate creating one or two more key jobs and

filling them with men who will complete a real "flying wedge" to
elean up the integration and simplification problems of Secticn 11.
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June 26, 1 e

converaations with Jimmy Roosevelt
ond Fresident's memo to oall Jerome Franok end say that
Timmy will come to Washington on July Sth end to let

1
the Atty Oen know, Also other letter from Frask to Jimmy
dated Jan 24, 1939,

See: JTimmy Roosevelt folder-Drawsr 3-1939
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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON ﬁ‘ ‘11'.’

OFFICE OF THE CHAIRMAN August 31, 1838
mm————
SONPIPENTINL MEMORANDUM

TO: THE FRESIDENT
FROM: Jerome N. Frank

I am somewhat disturbed by recent developments which may
serlously affect the adequate handling by the SEC of the
matters entrusted to i1ts cere, snd feel that I ocught to call
the subject to your attentioni

l. You recently appolnted an inter-departmental committes,
to deel with the war emergency situation, consisting of
representatives of the Departments of State, War, Navy,
Tressury and Juatice.

2. A subcommittee has been appointed with reference te
securlty marketa, foreign exchanges, ete., which conalats of
representatives of Treamsury, State, Federal Reserve, Justice
and the SEC. At & recent meeting of that subcommittes (the
only meeting thus far held) the Federsl Reserve wes represent-
ed by Dr. Parry (whose attitude towsrd Stock Exchange matters
has frequently been at varisnce with ours) and the State
Department was represented by Dr. Fels, (who has scmetimes
been severely critical of our relation to the sscurities
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markets). At that meeting Dr. Parry disclosed that he had,
unbelmownst to the SEC, discussed with Stock Exchange
officlels steps which the Exchange contempleted taking and
of whieh the SEC had not then been informed,

3« The curicus and subordinate position of the BEC, as
to matters within its pauulillr Frovince, in connection with
the workings of the inter-departmental committes, may lead to
strange results, as indiceted by the followings

Seversl days ego, Governor George Earriscn, of the Federal
Reserve Bank of New York, appointed a committee to adviss end
consult with government officisls on forelgn exchenge matters,
& subject whieh 1s no direct concern of the SEC. However,
yesterday, with no knowledge on the part of the SEC until we
read of it in t.thﬁ-rou today, Governor Harrison appointed
another (nine men) committes to mdvise and comsult on othep
problems, Ingluding conditions in the securitles market. That

second committee consists of Henvy Morgan of Morgan Stanley
and Com » Tepresenting the investment bankers, Mr. Martin,
President of the New York Stock Exchange, and the presidents
of the leading New York banks; 1t 1s also to include &

representative of the insurence companies. The press accounts
state that the committee "will forwerd its findings and opinions
to Washington" end that "1t had not been decided whether to
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make the committes permanent 1f future developments gilve
assurance of peaceful settlement of Europe's problems,®

The eppointment of that committee had not been discussed
with us, It had been informally and briefly discussed with
Under-Secretary Hanes, who lmew little about its purposes. I
have no criticlsm whatever of Johnnie; I have nc doubt that
the fallura to advise with us was, at most, a pure oversight.

I talked to Johmnie sbout the matter today. At his
suggestion, Governor Harriscn phoned me this afternocn. He
expleined that his new committee was formed merely to give him
advice so that he could keep the banks informed of developments,
and sald that it was not intended that that committes should
encroach in any way on our activities.

Hewever, regardless of Oovernor Harrison's intentions, it
is well lmown thet several membera of that committee ardently
deairse to procure amsndments to the SEC statutes which would
emasculate themj and the existence of such & committes may
afford an opportunity for certein persons in Wall Street to
teke advantage of the emergency, in an effort to establish a
program of encirclement of the 3EC.

4. In the light of the foregeing, I respectfully suggest
that the mein inter-departmental Committes and the inter-
departmental subcommittee and the Wer Rescurces Cormittee be
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instructed that, with respsct to matteras within the provinnu
of the SEC#, no steps should be taken, or plans drafted, or
tentetive or other commitments or publie statements mads,
without the prior concurrence of our Commission.

S Leon Henderson and Ed Eicher have resd this memo
and fully spprove.

B+ I think the subject is of such great importance that
I would appreciate en opportunity to talk with you about it
for a few minutes in the near futuras,

#This Includes the stock exchanges, over-the-counter merkets, investment
banking, caplital markets (other than the %nv=rnnnnt bond market), securities
flotationa, public utilities, investment ts, eand investigetion of
insurence companies,



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

FEICK OF THE CHAIRMAN !.ptﬂh-u' E‘ J..m

CONF IDENTIAL MEMORANDUM

TO: The Preasldant

FROM: Jerome N. Frank, Chairman,
Securitiss and !xuhln.gq Gu-iuim.

Thank you, indeed, for your memo msking me to see Henry
Norgenthau sbout the activities of the committess appointed
by Harrison. Henry has arranged & chat in Washington
between Harrison, himself, and me, to take place somatime
when the government bond market eases off. Because of
apprehensions that, in the meanwhile, one of Harriscn's
committess (which are acting, in effect, ms advisors to the
Treasury) might sound off to the press with adverse comments
on matters within the jurisdiction of the SEC, I sent
Earrison today, with the approval of the Jommisaion,
letter in reply to his di sturbing letter to me of Septamber

/T enclose copies of his letter and my reply, at which
you may perhaps care to glance./ Our apprehensions were
augmented by an editorial in the Wall Street Journal for
today (a copy of which s attached) which, togethar with
Harrison's letter, set the stage for just that kind of
publiecity.



September 5, 1939

Hon, Jerome N, Frank, Chalrman,
Becurities and Exchange Commisslon,
Washington, D. 0.

Dear Chairman Franks

I have recelved your parsonal letter of Septembar 1
referring to our conversation on the telsphons on August
31 concerning the committee recently set up at my suggestion
by the various groups included in its membership.

You are quite right in assmming that this committes doss
not intend in any way to trespass upon the jurisdiction of
the S3esourities and Exchange Commission. As I advised you on
the telephone, the reascn for the organigation of the
committes 1s in have avallable a group, representative of the
prinoipal financlal intereats in s market, through which
this bank in its oapacity as fiscal agent of the Governmesnt
or otherwise may tly obtain information or cooperative
consideration in relation to important problems affect
this market as they may arise. lenoe has demonstrated
the extreme diffioulty of doing &8 without such a
representative committes of limited sice.

Whlle your Commission was not directly informed of the

plan to organize this committes in advance, nevertheless, I
hed ¥ou were aware of the general plan to form
es to 1t %E the
. some detail at the

ssries atings held Tn ary Morgenthau's office last

rﬂﬁko various ts of the Government, ineluding
E EE- Se ies and Exchange Commission and the FPederal Reserve
System, cUTITHST wotlons to be taken in the event of war. }

such & committes because of a
preas and because 1t was discuss

I can mssurs you and colleagues that there was no
thought that the crganization of this committes would in any
way conflict with the jurisdiction or functions of the
Securities and Exchange Commission, and I am sure that in
whatever connection the committes may be oalled upon 1t will
operate so that there will be no & stion of any such

conflict. I am f sourse, that you would have no

ob jection to rece luuut%hm or proposals from hh%l

g as you would from other group, regarding matters
within tha® jurisdiction of Lhe Dol seice. 15 the cveat that

any such suggestions seemsd wise or appropriaste.

Falthfully yours,

8igned) Oeorge L. Harrison
hul:r-gﬂ- ison, President,



September 9, 1939

Governor George Harrison,
New York Federal Reserve Bank,
Hew York, Wew York.

Dear Governor Harrison:

Thanle Iﬂ for your letter of September 5, I was
pleased to learn from Secretary Morgenthau that he has
arranged with you that, in the near futurs, and he
and I will get together for a chat. e, the
Comaission it desirable to make the folliowing
eomments on your letter:

Hesponsive to the last sentence of that latter, we
want to say, most emphatically, that this Commission,
somposed as it is of publie mervants, can havs and has
no possible objectlion to mt::::f or its consideration,
from mny cltizen or group or o ttee of eltizens
nqnt ona or pclt';fullll regarding matters within {hn
Jurisdiotion of 8 Commlssion, and, ordinarily and as
& general rule, can have and has no objection to the
wglhtt!.nn of any such proposals or suggestions.

The Commission thinks it appropriate however, to
point out, and doubtless you will mgree that sush
Proposals or suggestions, » matters within the
Jurisdietion of 8 Commission, mades by the
commlittees recently appointed by ¥ou, have a quite
different status, auge of the elrcumstances under, and
the purposes for, whish these committees wers appointed
a0 that p als or suggestions from them ars not with
that general rule. We have in mind the following:

In your letter you state that the Plan of appointing
such oommittees “was discussed in some detail -.tp:.h-
series of meetings held in Seoretary Morgenthau's offioce

last April when the warious departments of the Government,
—r———op tne Seourlitles anml Exshange Commission and the
deral Heserve O em, outlined motIons baken in

i “In of war.,
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It so hlp.gm that there were ?_mm%n_r
the m..ﬂ"!ﬁ._..!‘li_.!ﬂ!..l _discussions 1 ,
Appointment of suoch committees. Seoretary on
%uut sent me a co the transoript of sole
conference at his office at whish that subject was
considered., It ocourred on April 13 when there were
present only representatives of the Treasury and the
Federal Reserve Board. The transeript shows that there
was then discussed, to quote the words you then used,

"a bankers' committee to which I might go in any hurry,
upon any -:{;r deal with .grldt:: :I,::Ihru-tlgnn#
exshange, gold, or sa t LT
mtuiodu'.m t such a committee should be in
the nature of an "advisory committee”. And until receipt
of your letter of September 5, this Commission had never
been informed of that discussion of that subjest. It
follows that those committees were not appointed with the
approval or conourrence of the 3EC,

Your remarks at the April 13 conference, quoted above,
also show that it was not contemplated that ‘ﬂun be
inoluded in the scope of the activities of any sush
bankers' committee any suggestions or proposals or other
action concerning matters affecting the "seourities
markets®, or other matters within the jurisdisction of
the ami .lﬂi insofar as they might come within the
olause "anything else that the R Lght want us tc
: )T ould seem

: f » the
Heserve Board soncurred

of the appolntment of such a committee they did no

contemplate that such committee would make proposals or

suggestions with regard to matters within our isdietion

- t 't the r at tl“ Tr ]

Even more to the point 1s the famot that the discussicn
at the April 13 confersnce and your letter of September &
show that those committees were appolnted pursuant to those
disoussions to act (through your bank, "in its capacity as
fiseal agent of the government") in advising the Treasury,
It 1e clear, therefore, that the q;—__%f_gl,gs not merely

s of private ¢itizens formed on own initiative,

» with the conourrence of the Treasury and Federal
eserve Board, are to act in a quasl-governmental capacity

as advisers to the Treasury.

estion
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8 & well settl Eﬁ'
il TS T
L .r ﬂl"‘ »
e committees mh%u l%’po ted by n:u are to :ct,

a8
through you to the ' and as the scope
| of their .&1"‘“'4;1: activities, as desoribad by you at the

April 13 conference, was not to inolude matters within the
urisdiction of this Commission, except at the requeat of

| ™ the Conmission assumes t you will promptly
make the following clear to the committees: (1) Neither

of those oommittees (mor any subcommittees) should male

| proposals or suggestions regarding matters within our

Jurisdiction, exoept at the express requeat of the

Treasury; (2) 1f the Treasury should request that elither

| of those committees make ations or sals as to

. matters within our jurisdiction, then (3) the committees

" (or subcommittees) will (either directly or through you)

transmit those ::.ggntim or proposals to the Treasury

without any publieity, leaving 1t ( l,

to the Treasury to transmit those lug,gnlhm or proposala

to the SEC in confidence, as the Treasury in its disoretion

n;;r see fit, so Elt ggu m]._“ :.n:.:: whatever ﬂlltgr be
ven by you or the committees to o A _suggestions or

%i-'ipo 8 as to such matters, excep J&hthn prior approval

of this Commission. ;

Sincerely yours,

Jerome N. Frank
JHNF :Lmv Chairman






September 2, 1533

TO: The Prealdent
FROM: Jeroms N. Frank

I want you to lmow that I had nothing, directly
or lndirectly, to do with the story by Alsop and
Eintner concerning John Henecek, a copy of which ia
attached hereto. EKintner phoned ms, the other day,
for Infermatlon on the subject, and I sald I knew
nothing whatsoever about it.
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THE WHITE HOUSE
WABHINGTON

NP IIERTIN,

MEMORANDUM FOR
HON. JEROME N. FRANK

I“"ﬂﬂli‘h'l.llﬂ*
rwﬂkﬂtl—ww. :
who 13 just back, and explain to
him the present situation in regard
to the Stook Exchange, Mr. NMartin's
letter, and especlally the oreation
of George Harrison's Committes now 3
headed by Mr. Potter. Tell H. M., Jr.,
that all of us are distinotly from
annﬁm;ﬁrl
double play or a double oross or

something similar.

P D R




SO IDEN T IAT

Septecber 2, 1039

TO: The Preaident
FROHT Jercms N. Frank

Responslve to comments by B111l Douglas and to
later nmun-tn by me, Mr. Martin, President of the
Hew York Stock Exchange, on July 14 » 1939, appointed
8 so-galled "uxm:.n.‘l.ng' board" to study and report
on the matter of increased customer protection against
brokerage insolvencles. The board publlsied 1ts pe-
port on August 31,

¥r. Martln, on September 2, made public a letter
addressed to the members of the Exchange sending them
coples of that report., Attached is o elipping from
the New York Herald Tribune for today which gquotes
his letter. In that letter he sald that one of the
moat urgent problems confronting the Exchange waa
"the preservat of the market itsel e ot
af ation has eady & susl ired the
vitallty of the market,” He referred to "the low

of a and reduc atings" and com=

mented that "4 oll L e 1

be sc much to the forefront that i1t suppresses




In that same letter, he sald that, 1n mesting
the bread problems, " 8 0 -
tion of our 1isted companies, the banks of the sountry,
businsss general and all othera wish to ses the

nation's primary sscurities market sustained abt maxi-
oum efflieclency, with its vital funotions unimpaired.”

The tone of Mr. Martin's letter was a surprise
to many persons, including prominent persons assoclated
with the Exchange who are friendly to us, ingluding
Mr. Carle Conway. They interpreted Martin's lotter
as a result of prodding from the old guard whe think
that the present political situatlon makes this a
good time to begln another attack on the SEC statutes,
I eall your attention to the langusge which I
have underscored, taken fram Martin's letter of
September 2, because L1t would seem to tle in with
the erestlon, on August 30, of the comlttes by
Governor Harrison, to which I directed jour attention
in my memo of August 31. Mr, Martin and Mr. Harry
Morgan, you will recall, are members of that cormittes;
singe my earlier memorandum was written, r, Potter,
Fresldent of the Guaranty Trust Company, has been
made Chalmuan of that committee and Mr. Ecker, Chair-
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man of mmumn«umumm-m-
Company (now on hearing before the TNEC), has been
mede the insurance company representative. There
would seem to be some reason to belleve that when
Mr. Martin sppealed to leading corporations and the
banks of the country to assist him in resisting
regulation which "has already seriously impaired
the vitality of the market," he had in mind Harri-
scn's committee, the composition of which fits Mr.
Martin's requirementa,

e do not intend, for the present, to make
any reply to Martin's letter./
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e SECURITIES AND EXCHANGE COMMISSION
WASHINGTON
OFFICE OF THE CHAIRMAN September 8, }?j‘
e
OONPIDENTIAL MEMORANDUM

TOr The President
FROM: Jerome N, Frank

There are rumors that someone is proposing that
an inter-dspartmental committes be formed with respect
to the utility industry, in the emergency; that the
Federal Power Commission is to be represented; that
1t 1s contemplated that oertain powsrs, under the
Publie Utility Holding Company Act (which is within
our jurisdiction) are to be employed; but that the
a:m'c is not to be repressnted. In vlew of our statutory
duties in that field and our splendid utility starf
(as recrganized in recent months), I hope that, if
any such committee is formed, we will be given a
place at thes tables,
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T This departars from the dong famil-
Tk M e
ina UUTLOOK ‘business Jeadership gains interest- and
o Rl g T it 'perhaps also gains importanes—from
. g o the demand now so frequently hnl.:

S diecor Lonbeginsd o iniso many quarters for.
1 (It hGld Dot escape’dbrervation Bllls” A grestedeal depends, <t
hat several heads of fediral govern. S s S doliion To by gire
Ineutde have very recently ‘one supposes that « truce here mears

the of mon-official ad- ncsuspension; of.sthesdritical faculty |

K
i

pe and that among the men (honestly exercised in Cangress L the'
-r“_h"-f.c ‘A-H a «-L a4 .. x > e p .. h

. it ok "un.;tu:_ﬂ@ .'ml'ln-l:llu:md‘la’J
tlons swhich the country must reckpn,
with' as & result 'of war in Europe and
it would' appear to be s decidedly
Impertant one. . If. the
i3




Sept 13, 1939

Umo for the President
From Jemsa Hows

In re-telsphons conversation with Jerome Frank who
seys that there are rumors in Wall Street sbout Faul
Shields who might be appointed to Wer Resources Board ata,

See:Jmmes Rowe—Administrative Asst'a folder-Drawsr 1-1939



T0: The President

FROM: Jerome N. Frank, Chalrman
Securities and imhmgo Commission

Senator O'Mshoney, when I saw him yeaterday,
referred to a letter he sent you sometime ago in
answer to the open letter you sent him about "idle
men and idle machines," saying that you had not
replied. You may think 1t desirable, in view of
his gomments to me, to answer that letter by e
letter not for publication. If so, I should like
to supply you with seme material showing that his
own bill provides for far mors in the way of adminis-
trative discretion than is now contained in the SEC
statutes, although in publioc utteranses and, I belleve,
in his letter to you, he has asserted that his bill,
if enacted, would very substantlally reduce adminis-
trative discretion. As to the sconomle arguments
advansed in his letter, I think Leon, Currie and I
can supply you with considsrable data showing the
fallaoies of his argument.
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e, . .

Dear Miss Thompsom:-

The snclosed came soon after
1 saw you and I thowght 1t was caly right
to send you this copy and Jerry Brank has
given ma persission to 40 #o.

Things %11l leck all right
for the embergo change.

I bops %o see yom one of
these da¥ys soon.

Yery simcarely yowrs,

]
5’



5:cunrn AND EXCHANGE COMMISSION

WARHINGTOMN
demeeE M, P

EHARMAY

September 30, 1939

My dear Mr. Fresident:

Thank you very mmsh indeed for your
letter of September 29,

Of course I have no objection to
your sending & eopy of my letter to Dorothy
Thompaon .

Faithfully yours,

Jerome N. Frank

The President
The White House






Septenber 89, 1939.

Denr Jorry:-

Meny thanks for that nioces nmote. Yom
414 not bave to tell me slther of your logaliy
or of youwr fine liberel spirit in the best
sense of the word.

I wigh you would let me send o copy
of youwr letter at this time to Dorothy Thempeoam,
who happems to be in & very msllew frame of )
l!-—hlf.hlﬂ_ﬁ-iﬂ.#i-.



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

CFFICE OF THE CHAMMAN September 27, 1939

Confidential

Miss Marguerite LeHand,
The White House
Weshington, D, G,
Dear Miss LeHand;

I would be greatly obliged if,
at some convenlent time in the near
future, you would hand the President

the enclosed letter.

WY

erome N. Frank






SECURITIES AND EXCHANGE COMMISSION
WASHINGTON

FICE OF THE CHAIRMAN

Beptember 27, 1930

~SonftdertiET —

The Fresldent
The White House

My dear Mr, President:

In Miss Dorothy Thompson's colwmn for today (September

27) she refers to me as one of the "extremes New Dealers"
who "bellieve the future world belongs to vast, continental,
self-sufficient, highly regimented and controllsd states."
That was, indeed, cereless writing. For Miss Thompson
knows perfectly well, from my writings and from conversa-
tions, that I detest regimentation and totalitarisnism
end that that is why I have been delighted to serve under
Fou. Her reference to my attltude probably represents
her confused resction to a book, Save America First, which
(as carefully explained in the Preface) I wrote and dae-
liversd to the publisher in 1927 at & time when I was &
private cltizen, out of government service, but which was
published in 1938, In that book among other thingl, I
proposed the restriotion of our fwoign trade, in time of,
peace as woll as war, primarily to this hemisphers, as tha
best means of making the New Deal work as & preserver of |
American demceracy and of the American profit system.*

Since my refurn to government service, in December,
1937, I have published nothing on matters concerning cur
foreign poliey or foreign trade. And so much has happened,
in that interval, that my present attitude ias veory substan-
fially different from what 1t was when I wrote that book.

It is possible, however, that, in the current disous-
slon of the neutrality legislation, somecne, in an sffort
to embarrass you, may refer to my book. Therefore I think

* At the time whenm, in the Fall of 1037, I was being con-
asldered for the » I asked Tom Corcoran whethsr in view
of the fact that my book was then fortheooming, I should
tell you about 1t before you appointed ms. Although he
kmew, in a general way, of the point of view expressed in
that book, Tom thought that precaution unnecessary.
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eourss, you are my Commander-in-Chisf. Unoffisi

Tom Corcoran, Ben Cohen, Bob Jagkson, Bill

lhl;u-, I;:lan Henderson, Lauchlin Currie and others can g
tel Q. U P O L 3 L - 12 1]
position L balleve tE

my loyalty to you should be made olear. urﬂ;uil.:ﬁ, of
¥ (as
as, Ed

=l

A5

If I did not think that everyone in the administration
other than you should remain silent on that question, I
would be glad thus to express myself publiely.

Falthfully yours,

erome N. Frank



Herald gl Gribune

October 18, 1939

Miss Thompson dictated this
letter on October thirtsenth. She
was called out of town unexpectedly
and the lestter was held for her signa-
ture. This mccounts for the delay in

sending it.
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stover 23, 3039, 7w V]
Highly Confidential memorasdum to the Sec of the Troasury

From the President--asking him to spesk to him about the

attached Bighly Conf memo of October 4, 1939 from JTeroms Frank.

who states that he thioks it would seem unwise not to be

prapared for the sonsequences to the economy of the T.35. of a
pence in Eurcpe in the neoar future. With that in mind he :I'..l having
gtaff prepare & highly conf =emo ma to the possible effects on

the security markets of such & pemce together with sugzeaticns

for measures to be adopted imsuch efircumstances. Will send

memo in naxt few days,

See:Henry Morgenthau folder-Drawer 1-1939



SOSE., Frarh

Ostober 13, 1889, e

Memc to Jim Eowe frem Jerome Frank re (lannini cese--Transaseriss
Corp--attached 1s leter report on case--dated Jume 29, 1940.

See:Jerome Frank-Gen corres-Drewer 2-1840(July lst memc from J. Rows )
——————————



The onolossd has Just comea from
Jerome Frank. Will you ba good enough
to talk with him about 1t?

I think that on any satters involving
new ssouritiss or investmente in latin
Aserioa, B5EC ought to be in on 1t.

F. D. R,
Copy to Jerome Frank.

Enolosure
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TO0y The Presidant
FROM: Jeromes N, Frank

The espeegh made by Sumner Welles yesterday before
the Inter-American Financlal and Eecnomic Advisory
Committee indleates that there may be developments in
the near future whish will involve investment in Latin
America and dealings with Latin American governments that
will directly impinge upon the motivities of the SED
under the Securities Aot., Not only do we have duties
in that respect, but we also have considerable data
obtained from reglstration statements and in connection
with a study of defaulted foreign debts, a portion of
whigh were published in an elaborate report (of more
than 800 printed pages) in 1937. Inasmuch as develop=
ments may be rapld, 1t occurs to me that it may not be
amiss to suggest that the SEC be represented on inter=
governmental committecs dealing with the Latin Amerlean
situation, I have some reascn to belleve that Zecretary
Morgenthau would not be at all averse to suech partiocipa-
tion on our part.
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DEPARTMENT OF STATE
WASHINGTON

November 20, 1939

My dear Mr. President:

I am somewhat at a loss to know how to interpret
the memorandum of November 16 sent you by Jerome Frank
and encloeed with your memorandum to me of November 20,

AB you know, upon the recommendation of Henry
Morgenthau, you guthorized the creaticn of a epeolal
committee composed of the Seoretary of the Treasury,
Jesee Jones and myself to determine the policy, sub-
Ject to your approval, to be adopted with respest to
requests received by this Government from the Govern—
ments of the other ;“ﬂam Republiocs for eredits,

As you will also remember, it was determined that
one of the most important questions %o be dealt with by
this committee in this connection was the question of
the debt defaults on the part of some of thess govern—
mente. At the last meeting of the committes the Secre-
tary of the Treasury requested Jerome Frank personally
to take part in the disouseions in connection with the

The President,
The White House,
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subjeot of debt defaults, He was present at the meeting
and 1t was requested by the Ocmmittee that the B,E.0, oow
operate closely with the committes in all matters that
had to do with that aspect of the financial problems of
our neighbors, Mr, Frank expressed his willingness to
cooperate in this way and has subdequently sent s memo=
randum to the members of the committee with regard to the
attitude of the 8,E.C. on the general problem,

As you will see from the above, insofar as the poliey
of our own Government with respeot to the general question
of Latin American finaneing ie concerned, the 5.E.0. has
already besn requested to cooperate with the committee,

In his memorandum to you, however, Mr, Frank suggests
“that the 5.E.C. be represented on the intergovernmental
committee dealing with the Latin American eituation®, and
adde that he has reason to belisve that h:;m.r_r Morgenthau
would not be at all averse to such participation on the part
of the B,E,C,

Under the terms of the resolution unanimously adopted
at Panama which created the Inter-American Economio and
Financial Advisory Committee which is now in sassion in
Washington, each government was requested to appoint one
member upon the committes, I myself, as you know, am rep-
resenting thie Government on the committes. Ths course
which I myself will follow with regard to the queations
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that ocome up before the committee will be determined by
the views of the special suboommittee oreated by the
Executive Committee on Commercial Poliey and upon whigh
all of the interssted departmesnte and agencies of the
Government are represented, namely, the Departments of
Btate, _Trumrr, Commerce, Agrioulture and Labor, the
Tariff Commission, Maritims Commission and the Federal
Loan Agenoy.

Ae you know, the questions to be dealt with by the
Inter—American Advieory Oommittes in Washington are gen-
eral problems arising from the deeire of the American
Republica to prevent the war situation from prejudicing
normal inter-Aimerican trade, as well g8 those questions
which involve the development of trade relatlions on this
continent upon a sound basis. :

The bellef of the Seecretary of the Treasury, Jesse
Jones and myself has been that the logical interest and
Jurisdietion of the 8.E,C. would be limited to mew Latin
Amerlcan finaneing in the United States, as well as to the
plans that might be worked out to deal with the gquestion
of debt defaulta.

With regard to any i-q:rn:ntntiuu of the B8,E.C. on
the intergovernmental committee, 1t would seem to me clear-
ly out of the question., Thia Government 18 entitled to only
one representative onm the intergovernmental committee and I
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am at present cooupying that position, Moreover, if you
were to appoint a representative of the B,E.C. to serve
on the Inter-American Committee, all of the other depart-
mente and agencies which I have listed above would very
naturally and with far greater reason ssk for similar
representation, and the representation of our Government
on the Inter~American Committee would coneequently amount
to elght members, although the resclution which oreated
the committee, ae I have pointed out, only authorized
each government to appoint one representative,

I shall of course talk with Jerome Frank about this
matter personslly sinoe I am sure he is laboring under
some misapprehension of the faots, I hope you will for-
glve this long exposition, but I wanted to lay the situ=
atlion before you in full detail so that you would clear-
1y see that the Becretary of the Treasury, Jesse Jones
and I had already appreociated the need of having the
8.E.C. cooperate with us on the quesation of Latin Amer-
loan debt defaults and that we were fully aware of the
desirability of such ccoperation, but that this Govern-
ment can only legitimately have one representative on the
Inter-American Committee, and, finally, that the matters
to be taken up by the Inter—American Committee iteelf are
not questions which affect problems under the Jurisdiotion
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of the 8,E, 0,
Believe me
al yours,
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T0: The President

FROM; Jerome N, Frank, Chairman
Securities and Exchange Commission

Mr. Chester Lene, our Gensral Counsel, tells
mé that he and the general counsel of several other
egencles feel strongly that Bob Jackson ought to be
on your Civil Service Committes,

As I understand it, you appointed former
Attorney General Murphy ex officic as a member,
but he 1s spparently retaining his membership and
Bob is e little squeamish about moving forward,



Mareh 8, 1940.

Dear Jerryi-

Thank you for youwr memorenda. 1
am, of course, delighted with The exsellent
way the Assevlated Jas matter has worksd
out. I only hope that Toasy and Peggy will

Pralh



March 5, 1840

T0: The Preaident

FROM: Jercme N. Frank, Chalrman
Sscuritles and Exchange Commisaion

As I indicated in & previous memorandum, in your
absence there was & good deal of fuss and feathers
about the SEC becoming trustee of Asscclated Gas. As
part of the res gestas, Henry Norgenthau, for divera
reasons, wrote and published a letter to Ssnator Norrls
in which he described the situstion somewhat ineccurately
and gave the impression that we were scmewhat derelict
in the discharge of our dutlea to inveators mnd con-
sumers in advising Judge Leibell that we were u_n-n-'illu
ing to be named as trustes.

My visit to church the other morning helped me
to meet the situation: It led to my sending Hemnry the
attached letter which may mmuse you. The lettsr had
the intended effect of restoring amity between the
Treasury and thes SECQ.



Narch 4, 1940

The Inmlh.l:h -
Haory Worgenthau, Jr,
s-mtl::' of th-'hmurr.

Dear Henry:

I have written you about four letters, all of
which I have subsequently thrown into the waste-
paper basket. They had to do with my pesve at the
way {: publiely panned the SEC in your letter teo
Sena Norris. Howsver, several things have
happened recsntly: I had & toueh of flu and my
physiological fever burnesd off =y smotional high
temperature. Then the court sppointed some bang-
up trustess. And ﬂ.mnz this morning st chureh
I was much impressed by Re prayer "Deliver us
from fretfulness and salf-pity, I took that to
heart and therefore am laughing st myself, Par-
baps you and I gen have lumeh together sometime
soon and laugh at one another,

Sipcerely yours,

Jarome K. Prank
Chairman



T0: The Fresident

FROM: Jerome N. Frank, Chairmen
SBecurities and Exchange Commission

As you probebly have noticed frem the press,
Judge Leilbell appointed Driseoll and Thorp &s trus-
tees for Asscclated Ges and Electric Corperation
and Welter Pollak as trustes for Assoclated Gas and
Electric Company.

Everybody is exceedingly pleased st thasa Ap=
polntments., There wes much travail on the subject
while you were gone, but I thought it Just as well
not to bother you by sending any meSEAZEA . %

In the course of the metivities there was nead
for much finessing and, as a result, Leon end I were
accused, at cne time, in effect, of selling out to
Well Street. I trust that ¥you will not take that
charge seriously.
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The Becurities and Exchange Commission has besn asked whather

nmumqtmwpnimmymnnym
if such trusteeship were tsmdered by the Court.

The Comminsion would be immensely aided in making ite decision
unmuhtﬂﬁn.-lﬂ-ﬂwhﬂ-orthpnnnudm
1aid down by Congress in the Public Ttility Holding Company Act, the
Court folt as the Commissiom feels, that in the selection of a trustee
other then the Commissicn the following prineiples should be applied.

1.) There should be cnly cne trustee - not multiple trustesa,

2.) mmr-'m;mmm;thmnummm
ahould not in eny event excoed twioce the smount of the salary of the
jh.d;lunmplafthuu.‘

F

3.) Attorneys' fees should be fired so that the net incoms of
the counsel reteined should be no more than ccemensurate with the compensa-
tion allowed the trustes.

4+) Ko one who has besn a member of the Commission or itm staff

should be eligible for trustes.
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5.) No one who has sngaged directly or indirestly in the
utility business or in the undsrwriting or distribution of utility or
bolding company sscuritiss should be eligible as trustes.
6.) ¥o ome should be designated as trustes unlssas bhe enjoys

ths ponfidencs of both the Court and the Commisaion.

Comments of more than one frustes

The Commission has been femilisrizing itself with the details
dthMWmmnmﬂm-m-wuummm
full information ccmoerning the operation of the System. In the opiniom
of the Commisaion thers i no need of burdeaning the estete - and depleting
what at the best will be meager retums for holders of seourities - through
the expenses of more than ome trustes.

With the comsent of the Court a single competent end independent
trustes oan obtain mnd codrdinate such teclnical aid as he may require in
+he performance of his Jutiea.

Multiple trustesships would creates a divielon of responsibility

and frieticn in afministration which would be particularly dangerous in



metters whore there is muoh sharp division of opinien as there is in the
rolationship of uwiility corporations to publiec regulation.

A singls trustes can serve for both "the Ocmpany® and
"the Corporation®: where there is a conflict in interest special coun-
sel can be named to hendle any leweuits betwesn the two. Suck s practice
iz alrealy a matter of precedsnt in the SBouthern Distriet of New York -
n procsdent worked out when it was the custem to appoint the Irving

Trust Company recelver in nearly all ocases.

Oomment on the ineligibility for frusteeship

As the Commission has alrealy ascertained by ite own studies,
the diffioulties of this System do mot lie l.n the physical operations of
ite proparties, but in finsnoial mensagement.

Pragticelly all interests in the utility business can perceive
& particular edvantage to themselves in the distressed situation of this
bugs holding compemy syctem. The operaticm of Section 11 of the Holding

Company Aot may require the System to divest itself of some operating

properties, and the properties of the Bystem are so widely scattersd that
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every other utility orgemization in the country could conceive of some
part of the Asscoisted Bystem as m posaible addition to itmelf.
The possible finsnoial interrelationships are equally involved.
Under such circumstances the trustee sbould have had no comnes-
tion directly or indirectly with any other utility interest, opersting
or finemeiel, or with the wmderwriting or distributing of the securitiens
of any wiility oporating or holding company.
Ho trustee with such sommections - past or present - could be
regarded as free from entangling allisnces and sufficlently independent
to command the confidence of the Court, of the Commission or of seourity-
holders apprehsnaive that further unnecessary financinl operations will add
to losses alresdy sustained from excessive financisl operations of the past.
l@urhfhnﬂ_.iuhnﬂumww-.l aligible for the
trustesship one who has been a member of the Commiseion or its staff,
Until the disinterssted position of the Commission is more securely es-
tablished in the public mind, the Commisaion doea not wish to be under
the suspiclon, howsver umwarranted, that it bas axercised its influence

to turn patronage in the direotion of its mssooimtes.]
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The trustee is of course administering the sstate under the

responsibls supsrvision of the Court itself.

But it is impassidle to overestimate the importance to the
Seocurities and Exchange Commission and to the admizistration of ths Hold-
ing Compeny Aot of the precedsnts sstablished under this trustseship.

memm:m-ummm
syotem which wae obvicusly most in the minds of Congress in giving the
Becurities and Excheange Ocumission power to mot a8 trustes,

It is the system which, under the prior management just failed,
has come in conflict at probably more points then any other system with
th-nn!.;c:ntmrldml Congress as expressed in the Holding Compeny Aot.

It is a situstion in which the necessity for recrganizatiom
has so long besn expected emd in which large losses to holders of
ssouritisa have so long been expected that wastage of assets and ad-
ministrative friction between the Commission snd ths trustes will im-
mediately drew down wetohful oriticism of tle most violent kind,

Thers is further significance in the fmot that this is the

first large holding oompeny system to become subject to the provisicns



of the Holding Company Ast relating to companies in reorganization.,

The mansgement of the trusteo will be & test of the practical feasibility
of the plan of cooparmtion between the courts and administretive bodiss
provided in the Aet for the sxtemsive rearrangoment of ths finsnoial
structures and oporating company relationships contemplated under

Beotion 11 and the finanoial plan under which this System im recrganized
will affect the possible form of reorgmnization of all other helding company

oystema subject to Section 11.



TO0: The President

FROM: Jerome N, Frank, Chairman :
Securities and ’Exnhug- Commission

At lunch today I told you of & letter written
by Judge Healy to the Wall Strest Journal ;:mcrning
integration of holding companies, Attached is &
copy of that letter,



: LETTERS T0' THE E01ToR
SECTION 11 OF THE UTILITIEE ACT

The foblowing latear from wobart 5. Nealy, Commizsicner of the Sacurities
and Sxchange Joamission, wes writien oy o jersonsl communicsticn and mot for
publication. Decouse it dircusaus o situstbion which is vary mieh in the pub=
dic uye and bacouse it ix such an excellemt statesadt of the vigwpoint if od-
:!Sll'l. we sought and cbtained from fudge Healy permission to publish the
ebtar.

aditar, The wall Street Jouwrnal;

I ar expressing disagreerent with your edltorlsl in the Jenuary 31 lssue
of The Wall Street Journal concerning Section 11 of the holding Company Acot.
According to my dim lights it mlsconcelves the purpose of Section 11 and the
nature of the publiec utility industry.

The Fublie Utllity Helding Company Act was adopied as & result of the
wWidespread abtuses which were disclosed by the Federal Trade Commlsalon®™s lp-
veatigation of utllity holdiny corpanles. Because of these abuses Congress
declded, and sorrectly so, in my oplnlen, that large holding systems could mot
be rejulnted adejuately by the Gtates mnd subjected them to Federal rejulation,

Bo far ss the particular provislons of Sectlon 11 sre congerned, Congress
concluded that far-flung disjoleted utlilliy systems could mot be efficlently
cpersted in such o way as sdejuately te serve the publle or investors. So far
%8 service ls concermed, I can tell you of weversl operating companles which
ean not sensibly or falrly issue any more bomds or preferred stock, which are
in dire need of Jecerating facllitles, which sheold snd can floance only
through common stock, yet the common smtock s all held by a holding company
which is umable to subserlbe for additional common stock. 1t enn't do Lt and
it won't let anyome else do it. Thls Is just playlng dog in the manger. This
situntlon is mot gfue to the Act. hany of these companlen were developed by
unsound and even dishorest means and thelr present huje arresrages of preferred
dlividends, whichk impede thelr own floancing, are the fault of thelr own con-
genbtal defects. From the investor's polnt of vilew practleslly every company
[T except the Horth Amerlicsn and perhaps one or two others) which indulged inm
fscatterstlon, hes gone through bamkruptoy, ls golng through bankruptey or will
have to go through bankruptey or mome fore of recrjanizatlon,

Congress itself lald down the standards of whst constitutes en "lotegrated
public utility sysies.” Buch a syntes, where ccaposed of electirle properties,
must be one physically Interconnected or capable of physical interconmection,
a5l cne which, under norsal conditlons, may be -conomicslly opersted ss &
single interconnected and ccordinated system, conflned In ita cperatliocs to a
slngle area or reglon, oot o lsrge as to impalr (comsidering the state of the
art and the sres or reglon affected) the mdvantsjes of logallzed managesent,
efficlent operation, and the effectiveness of regulatlon., Simllar eriteria
are establlshed for gas utlllty systess. Under certaln cosditlons a holding
company is peraittsd tc retsln more than cne lntegrated public utility system,
The Cormisalon [Sscurities and Exchanje Commission] is obligated to grant such
parmisslon where additions! systems cannot be economically operated indepen—
destly, where they are located ir the same state or in sdjolning states, and
whore the contlnued cosbinatlon of such systems ls not unduly large within
the standards of ihe statute, This is not disgretlonary with us. It is a
rule of law,



Under the machimery set forth in the statute for enforcing Sectlem 11,
Bolding companies may file slaplification plans voluntarliy or they may awsls
sctlon by the Commlsslom. Under elther procedurs, bowever, the regulrements
of the law sre the sane, whichever procedurs ls followsd the Commlsslon
Rult approve & plan where Lt conforsms to the statutory regulrenents.

Such proceedings, whether inltlated by voluntary sapplicatlon pursuant to
Sectlon 11 le) or by the Cosmisslon, are not concerned laitlally with lntegra-
tlon plans for the redrouping of public utllity propertles., The principal gues-
tion is how many lotegrated ayatems can one holding company ewn. That Lasus
has to be determined secording to standsrds of law. That is the msin purpoas
of proceedings eliher under Bectlon 11 (k) or 11 le), wUur decislon la subject
to review in the Courts, Hefore compllance may be enforced by court procesd-
ings, however, the company ls permitted at lesst one or, Af conditicms warrant ,
two years to oarry cut the requiresents of the statuts safter the Commission has
fade 118 order. D[urlng that period, or pricr to It, the holding company, per-
haps sleng with other companies in the Llodustry, can werk out lis plans for re-
sdjusting lts system appropriately. shen you stop te think of it this natlonal
concern a8 to how many integrated systems one holding company should own s not
Buch different Ln essence from the comgern which caused the Republlcans, under
Bernjamln harrisen, to pass the Sherman Act in 1830, and the Democrsts, under
Woodrow Wilson, to pass Gectilon 7 of the Clayton st in 114, The tests by
which 1t must be declided how many lntegrated systema ooe holding company can
own are described in the Act much ss I have described them here. They seem
to be wery practlcal snd sensible, and slse very falr comsidering the publle
interest in these "public service™ companles and the injury which many holding
companles hove Lafllcted on both the publle comsumer and investor.

I enn not sgree with you that the entire idea of Section 11 ls "fantastlic.”
On the basis of the Federal Trade Cosmission's thorough lovestigetlon of pub-
lle utllity holding companles, Congress found thut the growth and extenslion
ef holding cospanles froquently had no reletlen to economy of management and
cperatlon or the lntegratlon and coordinatlion of related opersting propertles.
The lovestligatlon slso showed thut unregulated development of holding companles
had resulted in an undue concentration of control im the electric and gas
utility indestrles. In the words of ths Hetlemal Fower Folleoy Committes, "such
lotensificatlon of economic power beayond the polnt of proved economies mot only
is susceptible of grave abuse but ls & foram of private socislism inimlcsl to
the functloniny of democratle lnstitutions snd the welfsre of a free people.”

You sugdgest that Sectlon 11 attempts to Intorfers with the judgeent of
corporate munagesent in matters "of private loterest.” I belleve that im this
statement you have overlooked the fact that public utllitles and the holding
corpanles which gontrol them are clesrly affected with s public interest. Cer-
talnly the Goveranment should have the right to say scmething as to the direc-
tlon of growth of natlonal utility systems made up of corporations which are
saild o be devoted to the publle service, which cceupy publlc sireets, high-
ways, and dam Interstate and internations]l rivers, ususlly wilthout paying for
the privilege, which, through delegstion to ther of & portion of the state's
soverelgnty, are permitted to condean private property, which are gererally
given by the Government vested momcpolies in large areas, and which owe thelir
very exlstence to the lndulgence of the government. For these sxtraordin-ry
privilejes the conpanles should have returned tle best of service and because
of them should have been the most stable of lovestments. Inatead of which
they were made In too many instances the tools of the wildest and most une
rellaile firanclal sdventurers.

AOBT. K. HEALY,
Vaghington, Fabruary 17, 1a40. Commige ioner,



OFFICE OF THE CHAIRMAN

. SECURITIES AND EXCHANGE COMM r.’i %
; WASHINGTON #
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The President
The White House

My dear Mr. Prealdent:

You may be amused by the ettached
letter I sent to Peggy and Tommy, par-
tioularly the enclosure, and especially
the last few paragraphs thereof.

Yery respectfully yours,

ercme N. Frank

Enclosures 2.



Dear Childrent A
Of sourse you know how delighted
I am,
Yours with love,

Jercme N, Frank
Chal rman

Ps 84 It ocoours n-thnm-,
be interested in the enclosed o, Eenry

atory.

JiFran pIn




THE ROMANCE OF A BUSY BROKER
By 0. Hgnry

Pitcher, confidential clerk in the office of Harvey Maxwell,
broker, allowed a lock of mild interest and surprisze to visit
his usually expressionless countenance when his employer
briskly entered at half-past nine in company with his young
lady stenographer. With s snappy "Good-morning, Pitcher,"
Maxwell dashed at his desk as though he were intending to
leap over it, and then plunged into the great heap of letters
and telegrams walting there for him.

The young lady had been Maxwell's atenocgrapher for

& year. BShe was beautiful in a way that wes decldely unstenc-

phie. B8he forewent the pomp of the alluring pompadour,

wore no chains, bracelets, or lockets. She hed not the
air of belng about to accept en invitation to luncheon. Her
dress was gray and plain, but it fitted her figure with
fidellty and discretion. In her neat black turban hat was
the gold-gresen wing of a macaw., On this mo she waa
softly and shyly radiant. Her eyes wére dreamily bright,
her cheeks genuine peach-blow, her expression a happy one,
tinged with reminiscence.

Fiteher, stlll mildly curlous, noticed a difference
in her ways this morning. Instead of going straight into the
adjoining room, where her desk was, she lingered, alightly
irresclute, in the outer office. Once she moved over by
Maxwell's desk, near snough for him te be aware of her
presencea.

The machine sitting at that desk was no longer a
man; 1t was a busy New York broker, moved by buszing wheels
and uncoiling springs.

"Well--what is 1t? Anything?" asked Maxwell, sharply.
His cpened mail lay llke a bank of stage snow on his crowded
deak. His keen gray eye, impersonal and brusque, flashed

upon har half impatiently.

"No s" answersd the stenographer, moving away
with a little smile.

"Mr. Pitcher," she sald to the confidentiml clerk,
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"did Mr, Maxwell say anything yesterday mbout engaging another
atenographare®

"He di1d," answered Fitcher. "He told me to et
ancther one. I notified the agency yesterday afterncon to
send over a few samples this morning. It's ;. 5 o'elock,
and not & single pleture hat or plecs of Pineapple chewing
gum has showed up yet."

"I will do the work as usual, then," said the
young lady, "until some one comes to rill the place.” And
she went to her desk at once and hung the black turban hat
with the gold-green macaw wing in its accustomed place.

He who has been denied the spectmele of a busy
Manhatten broker during & rush of btusiness is handicapped
for the profession of anthropology. The poet sings of the
"erowded hour of glorious 1ife." The broker's hour is not
only crowded, but the minutes and seconds are hanging to
ell the straps and packing both front and rear platforms.

And this day was Harvey Maxwell's busy +« The
ticker began to reel out jerkily its fitful codils tape,
the desk telephone had a chronic pttask of buzzing. Men
began to throng into the office and eall at him over the
railing, jovially, sharply, viciously, excltedly. Messenger
boys ren in and out with messages and telegrams. The clerkas
in the office jumped about like sailors during a storm.

Even Piltcher's face relaxed into somathing resembling ani-
mation.

On the Exchange there were hurricanes and land-
slides and snowstorms and glaclers and voleances, and those
elemental disturbances wers reproduced in miniature in the
broker's offices. Maxwell shoved his chair egainst the
wall and transacted business after the manner of & toe danser.
He jumpad from ticker to 'phone, from desk to door with the
trained agility of & harlequin.

In the midst of this growing and important stresa
the broker became suddenly aware of a high-rolled fringe of
golden halr under a nodding canopy of velvet and ostrich
tips, an imitatlion sealskin samcque and a string of beads as
large as hickory nuts, ending near the floor with a allver
heart. There was a self-possessed young lady connected with
these mccessories; and Pitcher was there to construs her.
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"Lady from the Stencgrapher's Agensy to see about
the position," sald Pituhur.ms -

Maxwell turned half around, with his hands full -
of papers and ticker tape.

"What positiont" he asked, with & frown.

"Position of stenographer," sald Pitcher. "You
told me yesterdsy to call them up and have one sent over

this morning.®

"You are losing your mind, Pitcher,” sald Maxwell.
"Why should I have given you any auch instructions? Mias
Leslie has given perfect satisfaction during the year she
has been here. The place 1s hers aas long es she choocses to
retain it. There's no place open here, madam. Countermand
that order with the ageney, Pitcher, and don't bring any
more of 'em in here."

The ailver heart left the ef fice, swinging and
banging ltself independently against the office furniturs [:¥:)
it indignantly departed. Pitcher seized s moment to remark
£o the bookkeeper that the "old man" seemed to get more
sbsent-minded and forgetful every day of the world.

The rush and pace of business grew flsrcer and
fester. On the floor they were pounding helf a dozen stooks
in which Maxwell's customers were heavy inveators. Orders
to buy and sell were coming end going as ewlft as the flight
of swallows. Some of his own holdings were imperilled, and
the man was working like some high-geared, delicate, atrong
machine--strung to full tension, going at full speed, accurate,
never hesltating, with the proper word and decislon and act
ready and prompt as clockwork. 8tocks and bonds, loans and
mortgages, margins and securlties--here was & world of finance,
and there was no room in it for the human world or the world
of nature.

When the luncheon hour drew near there came a alight
lull in the uproar.

Maxwell stood by his desk with his hands full of
telegrams and memoranda, with a fountain pen over his ﬂght
sar and his hair hanging in dlsorderly stri over his fore-
head. His window was open, for the bclmnang:nitﬂu 8pring
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had turned on a little warmth through the waking reglstera
of the earth. 4

And thr the window came a wandering--perhaps
a lost--odor--a delicate, sweet odor of 1ilsc that fixed
the broker for a moment immovable. For this odor belonged
to Misa Leslie; it was her own, and hers only.

The odor brought her vividly, almost tangibly
before him. The world of finance awindled suddenly to a
speck. And she was in the next room-~-twenty steps away.

"By Gecrge, I'll do it now," said Maxwell, half
l.lD'II.E; "I'll ask now. I wonder I didn't do it leng
BEO.

He dashed inte the inner office with the haste of
a short trying to cover. He charged upon the desk of the
stenographar.

She looked up at him with a smile, A soft pink
crept over her cheek, and her eyes were kind and frank,
Maxwell leaned one elbow on her desk. He atill elutched
fluttering papers with both hands end the pen was above his
BAI.

"Miss Lealie,™ he began, hurriedly, "I have but
a8 moment to spare. I want to say something in that moment.
Will you be:my wife? I haven't had time to make love to you *
in the.ordinary way, but I reslly do love you. Talk quick,
plauu--ghmu fellows are clubbing the atuffing out of Union
Paclflie.

"Oh, what sre you talking about?" exclaimed the
young lady. S8he rcse to her feet and gazed upon him, round-
eyed. °

t, "Don't you understand?™ saild Maxwell, restively.
"I want you to marry ms. I love you, Miss Lealie. I wanted
to tell you, and I snatched a minute when things had slackened
up & bit. They're calling me for the 'phone now. Tell 'em
to walt a minute, Pitcher. Won't you, Miss Leslief"

The stenographer acted very queerly. At firat she
seemed ocvercome with amazement; then tears owed from her
wondering eyes; and then she smiled sunnily through them, and






CONFIDENTIAL MEMORANDUM
May 6, 1840

T03 The Fresident

FROM: _ Jercms N mw
Bwuriu:il and Exchange Commission

In the light of commente in the press that the
Hepublican platform may imply that the New Deal has
condened politlieal eorruption, I eall your attentlonm
to the faot that today we issued orders relat to
the North American Company and its subsidiary, on
Electrie Company of Missouri., There, on the basis
of data collected in an investigation, we order publie
bearings to be held to determine, inter alia, whether
or not that subsidiary has been expen in
connection with the candidacy, nomination or election
of various perscns in public office and in support of
politicel parties, ete. in Misscurl,

The dominant political party in Misscurl has
of gourse, been the Democratic Party. This dnnn‘t
lock as 1} the Demooratic members of the SEC were
trying to cover up dirty polities in their own party.

Attached are coples of our orders.

PSF: 2rm® ot

%



Por IMMEDIATE Release Monday, May 8, 1840

SECURITIES AND EXCHANGE COMMISSION
Washington

SBECURITIEB ACT OF 1833
Releases No. 2282
INITED STATES OF AMERICA
BEFORE THE SECURITIES AND EXCHAMGE COMMISSIOY

At s regular sesslon of the Securlties and Hxchange Commisaicn,
held ot its offlae In the Cliy of Washington, D. .,
on the Mth day of May, A.D,, 1940,

T

In the Matter of t

THE MORTH ANERICAY COMPANY and ! ORDER INSTITI'TING
UNIOK SLECTRIC COMPANY OF MISSOURI + PROCEEDIFG A'D
: DESIAYATL'D OFFICER e
Proceeding pursuant to Sectlons Ale) | 7O TAKE TESTIMOIY
and B0(a) of the Becuritles Act of ¢
1833, as amended. '

.

I
The Commisslon's publle officlal files discloss that:

{8} The Morth Mmerlcan Tompany, st varlous times, filed with the
Commimslen, pursuant to the Securitles Act of 1923, as snended, regls—
tratlon statements and mnendments thersts, with respect to the securitles
hereinafter enumeratad:

Title of Issue and Sffective
Registration Jate Awount

Common Gtock, §10 par wvalue
[Hovember 30, 1933) 475,000 sha.
Preferred 3tock, 5 5/4% Serles,
S50 par value, entitled to
cunulative dividends [January
20, 1939) ASA, 880 shs.
1/2% Debentures, Serles due
1948 - due February 1, 1949
[January 20, 1939) 220, 000, 000
3 N/4% Debentures, Serles due
1854 = dus February 1, 1984
{Jaruary 20, 1930 ) b 25,000,000
4% Debentures, Serles dus 1g89 -
dus February 1, 1nse [January
|, laaa)

]

<28, 000,000
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(%) Unlon Electrle Company of Misseurl, st varlous tinen,
filed with the Commisslon, pursusnt to the Securitles het-af
1933, as smended, registration statements snd amendments thersto,
sith respeet 1o the securitles herslnafter enumsrated:

Title of Issue and Effective ;
Megistration Date  dmount

8% Preferred ftock, without par value,
entltled to cumulative dividends

(Yovember 27, 19381 ‘130,000 sha.
% Motes dus 1A42, due July 1, 1R
{June 28, loaT) #1858, 000,300

First Hortgage and Collutersl Trust
Bonds, 3 9/4% Serles dus 13A2 -
due July 1, 142 (June 28, loa7) A80,000 ,000

11
It sppenrs that:

(8] Sald reglstration stateRents and smendments therete
filed with the Tommlsslon by The Forth Aserlcan Company contaln
information as to the hlatory, business, capital structure,
management, operatlons, sad flnancial conditlon of msid company
and its subsldlary companies, ineluding 5t. Louls Tounty Gas
Company and Unlon Flectric Company of Misscurl and 1ts subsidiary
companlies, which inforsatlon is besed, in part, upon books, rec-
ords snd scoounts made and kept by St. Louls County Oas Zompany
and by (nlen Electrle Company of Misscur! and by Lts subeldliary
companles; and

(8} Hald reglstration statements and smendments thersto
filed with the Commission by Unlon Electric Compeny of Missourl
contals informatlion se to the history, buslaess, gapltal struc-
ture, mansgement, operations, end finuncinl conditlon of sald
company and iis subsldiary companles, which Information is based,
in part, upon books, records end sccounts made and kapt by Unlon
Fleotric Company of Mlasour! and by Lltm ‘subsidiary companles;
and

11T

The Commisslon obtained Informstlion from warlous souroes as to the
sxlstence of certaln conditlons and practlces with respect to St. Louls
County Gan Company and Unlon Electelo Company of Mlascurl and lts sub-
eldlary companles, and on the banls thereof issusd an order on loverber
P, 1838, lastltutlng an investigation into such conditions and practlices,
whlch laventigation has been corducted under sald order and succeeding
orders Lssued by the Commimelon, lneluding en order for irvestigation
lasued June 7, 1930, pursuant to the Securltlies Act of 1923, as mmended,
the Securitles Fxchange Act of 1954, as smended, and the Public Utdllity
Holding Company .Agt of 1935 and

v

Hertert 2. Prench, Paul J. Cotter, ond Harry C. Colen, Jr., have re-
ported to the Commlsmlon evidence obtalned In sald investigation tending
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to show that for n long perled of time conditlons and practlces of the char-
soter below emumersted may have exlsted with respect to Bt. Louks County Gas
Company, Unlen Electrlc Corpany of Missourl, its subsidiary companies and
thelr predecessor companies, and In view of sald report it appears to the Com-
nlsalon to be necesaary mnd sppropriate in the public lntersst to determine
whether:

{a) Substantial sums have boen dlsbursed by sald companies to cer-
toln of the offlcers, attornoys enployees thereof, purportedly for
dealynated expenses incurred by such perscns, when in fact such alleged
expenses’ wvers not ilncurred by such permons end the sums recelwved by such
porsons were used for other purposes; such transasctlors are not properly
reflected on the books, records and acoounts of sald companles; and

(b} Bubstantial sums have been dlsbursed by sold companles to cer-
toln sttorneys, lnsurance agencles, contractors, supply houses and others,
purportedly in payment for deslgnated goods, materisls or services sup-
plied, wvhen in fact sald sums were not dlobursed In payment of the goods,
matoriols snd services deslgneted, ond the sums recelved by such persons
were usesd for other purposes; such transacticna are not properly reflected
on the booke, records and sccounts of aald companies; and

fel GSubstantial sums have been recelved by said companies from
officers, attorneys, and employees thereof, and from lnsurancs ngencies,
contractors, supply houses and others, the recelpts of which are not
properly reflected on the bochs, records and sccounts of nnld companies;
and

{d) Substantlal contrlbutions have been made, directly and indi-
rectly, by sad on behalf of sald companles in connectlon with the gandl-
dacy, nomination, elestlion and nppolntment of varlous persons to publie
office, and Lin support of politicel partles, and of committees and agjen-
cles 'L.Etn-uf: such centributlons mre not properly reflected on the books,
records and mccounts of sald companles; and

le] Bubstantisl payments have becn nade, directly and indirectly,
by and on beholf of sald cempanlen, for the purpose of influenalng the
oplalons snd conduct of persons helding public office; such payments
are not properly reflected on the books, records and socounts of aoid
companles; nnd

[f] Bubtmtantisl sums have been disbursed by snld companles, not
in the ordinary course of business, for the personal uses of certaln
officers asd employees thereof, for gifts to and sntertalnment of por-
sons holding public office and others, ond for the enployment of de-
tective ajencles, so-called loapectlon services, sudit companies, en-
éineering conpanles snd others; such disbursessats nre not nroperly
reflected on the books, records snd accounts of seld companles;
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IT I8 ORDERED, pursuani to Bectlions B (e) end 20 {a) of the Securities
Aot of 1833, as smended, that s proceeding be conducted to mscartaln whether
the conditlons and practices sbove referred to exlst or have existed, for the
followling purposes:

{a) To determine whether sald regletratlon statements, or any of
then, lnclude untrus statements of material facts or omit to state
any materlsl [ecte required to be stated therein or necessary to make
the statements thereln not mlslesding; mnd

(b} To determine whether any provislons of sald Act, or of any
rule or regulation prescribed under suthority thereof, have been or
are about to be violated; and

IT IS FURTHER ORDERED that for the purpose of said proseeding Edward C.
Johnson, an offleer of the Commleslon, ls hereby designated to sdminluter
oaths and sffirmatlons, subpena witnesses, take evidence, require the pro-

-ductlon of any books, papers, or other documents desmed relevant or meterial
to the Ingulry, and to perform all other dutles In connsction therewith
suthorized by law; mnd

IT IS FURTHER ORDERED that in conducting asld proceeding sald Fdward O,
Johnson shall sfford The North American Company and Unlon Electrie Company
of Mlssourl and any other persons showing a legltlmate interest in this pro—
coading the right to cross—exanine witnesses summoned by counsel for the
Commission and to produce evidence relevant or materisl to the lnguiry, and
for this purpose paragraphs (£), (g), and (h) of Rule ¥V of the Commlisslon's
Rules of Practlce shall be applicsble to the proceeding; mnd

IT IS FURTHER ORDERED that sald proceeding for the taking of testimony
snd the productlon of evidence begin at the offlce of the Securitles and
Exchange Copmlssien, 1779 Pennsylvanls Avenue, N,W., Washington, D. C., at
such tlme, not less than twenty days after the date hereocf, as sald Edward
C. Johnson shall designate by not less than ten days' notlce by conflrmed
telegram to The Morth Amerloan Company and Unlon Electric Company of
Missouri, snd shall contlnue thereafter at such times and places ln Washington,
De Csy or elsevhere as sald Pdward C. Jochnson may determine; and

IT I8 FURTHER ORDERET that a copy of thils order be served on The North
American Company mnd Union Electrlc Company of Mimsourl, personally or by
reglstered mall.

By the Commission.

Francls P. Brassor,
{SEAL) Secretary.
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SECURITIES AND EXCHANGE COMMISSION
Washington

SECURITITS EXCHANGE ACT OF 1934
Release No. ESOB

UNITED BTATES OF AMERICA
BEFORE THE SECURITIES AND EXCHANGE COMMISSION

At n regular sesslon of the Becurltles and Exchange Comrlssion,
held mt Lte office in the City of Washingtonm, D. C.,
on the 8th day of May, A.D., 1840.

In the Matter of -
CRDER INBTITUTING

THE KORTH AMERICAN CONPANY and :
FROCEEDING aAND
UNICH ELECTRIC COMPANY OF MIBSOURI H DEBIGHATING OPFI-
CER TO TAKE

Proceeding pursumnt to Bection 21 (a)
of the Securltlies Exchange Aot of
1934, as amended.

TESTIHONY

sa ma s aw

I
The Commission's public officlal files disclose thatg

In} The Forth American Company, st various times, lssued the
securities hereinafter enumerated, and reglstered such mecuritles on
the New York Stock Exchange, s natlonal securities exchange, pursuant
to the provislons of the Becurltles Exchange Act of 1934, as amended:

Common Stock, $12 par value 8,802,887 she,
Preferred Stock, B-3/4% Serles,

BS0 par value a98,580 she.
Freferred Btock, 84 Berles, 830

par valus 208,878 she.
3=1/8% Debentures, Serles Due 10490 -

dus February 1, 1849 #20 000,000
3-3/4% Debentures; Berles Due 1054 -

dus February 1, 1054 828,000,000
4% Debentures, Berles Due 19850 -

due Pebruary 1, 1088 #25,000,000

5% Debentures dus 1981 - dus
Pebruary 1, 181 (removed from
redistration snd redsemed) 825, 000,000
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Sald company filed with the Comslsslon in registering the foregolng
sscuritlies on sald exchange varlous appllentlons for reglatration and
amendments therets, supplemental reporis and other documents, pursuant
to the provisions of Sectlons 12 [b), 18 (c), and 12 of sald Act, as
amended, and the rules snd regulaticns prescribed by the Commisslion
thersunder; and

(b) Unlen Elecirle Company of Missourl, at varlous times, lssued
the securltles herelnafter enumerated, and reglstered such securitles
on the Hew York Stock Excliange, a natlonal securltles exchange, pur=
suant to the provislons of the Securities Exchange Act of 1954, as
amended;

28 Freferred Stock, without par walue 180,000 sha.
Pirast Mortgnage mnd Collatersl Trust

Donds;, 5-3/4% Serles due 1902 - due July

1, leng 880,000, 000
General Mortgage Bonds, 5% Berlen due

1857 - due April 1, 1987 [removed from

reglatration and redeemed) $22,800,000

Sald compeny filed with Lhe Commlsslon in reflstering the foregolng
securities on sald exchange various applications for regletrmticn mnd
smendmentis thervto, supplemental reporte and other documents, pursusnt
to the provislons of Bectlons 17 (b}, 12 (e], and 13 of said Act, ae
arended, and Lhe rules and regulatlons prescribed by the Commission
thereunder; and

1
It appears thatd

{a) Sald applications for registration and amendmenis thereto, and
anild supplemental reports and documenis filed with the Commisslion by The
Forth Americnn Company contaln information as to the blstory, business,
chapltal structure, mahagement, operations, and finencilal conditlon of
sald company snd itis subsidiary companies, ineluding St. Louis County
Ges Company mnd Unlon Electrie Company of Missourl and lts subsidiary
companies, which informatlon is based, in part, uwpon books, records and
mecounts made and kept by St. Louls County Ges Company and by Unlon Elec—
tric Company of Misspurl and ite subsidiary conpanles; and

fu) Satd applications for regdistration and amendments thereto, and
unld supplemertal reports and documents, flled with the Commlsslon by
Unlon Electric Cospeny of Miwsourl contain informatlion as to the history,
business, capital structure, mansjesent, cperantlons, and fimanelal
cenditlon of sald compeny and Lts subsidiary companles, vhich informe-
tlon ls based, la part; upon books, records and accounis made and kept
by Unlen Electric Company of Misseurl and by lts subsidisry companles;
and
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The Comalssion obtalned Information from varlous sources as to the ex-
istence of certaln sonditions snd practices with respect to Bt. Louls County
Ons Company and Unlom Electrie Company of Missourl and its sabsldiary compan~
les, end on the basls thersof Lesued mn order on Noveaber B, 1988, instituting
an investigatlon into such conditlons snd practices, which investigation has
been conducted under sald order and sucoeeding orders lesued by the Commls—
slon, including sn order for lnvestigetlon lasued June 7, 1986, pursusnt to
the Gecurltles Act of 1823, as mmended, the Becurlties Exchange Act of 1024,
fs amended, and the Public Utillty Holding Company Act of 1A85; and

v

Herbert 8. Fremoh, Paul J. Cotter, mnd Harry C. Coles, Jr., have reported
to the Commission evidence obtalned in sald investlgation tending to show thet
for & long perlod of time conditions mnd practices of the charscter below
enumerated may have exlsted with respect to Bt. Louls County Gaa Company,
Union Electrle Cempany of Mlssourl, its subsldiary companien and thelr prede-
cessor companies, and in view of sald report it sppears to the Commisslon to
be necesmary and sppropriste Im the public Interest to determine whether:

{n] Bubstantial sums have been disbursed by sald companies to
certaln of the officers, sttorneys snd employess thereof, purportedly
for deslgnated expenses locurred by such persons, whem in fmct such
alleged expenses were not Lmourred by such persons and the suss re-
celved by auch persons wers used for other purposes; such transactlons
are not properly reflected oo the books, records and scoounts of aald
companles; and

{b] Substantisl sums heve been disbursed by snld companies t0 cer-
teln attorneys, Losurence agencies, contractors, supply houses and
others, purportedly in payment for deslgnated goods, materials or ssr—
v¥lces supplled, when in fect seld sums were not Jdisbursed in payment
of the goods, materials and services designated, and the suma recelvad
by such persons were used for other purposes; such transactlons sre
not properly reflected on the books, records mnd sccounts of sald com—
panies; and

le] Oubstantial sums have been received by sald corpanles from
efficers, attorneys, and employees thereof, and from Lnsurance sgencien,
contractors, supply houses and others, the rebelpts of which are not
properly reflected on the books, records and scoounts of sald compan—
les; and

(d) Bubstsntinl comtributions heve been made, directly and lndi-
reoctly, by and on behalf of sald companies in connectlon with the
candldscy, neminatlon, election and appolnteent of varlous persons te
public office, mnd in support of politlcel partles, and of committecs
and agencles thereof; such centrlbutions are not properly reflected on
the books, records and accounts of sald companies; mnd



-4 = . Releass Mo 2508

fe) Bubstantisl paymants have been made, dlrectly and indirectly,
by and on behalf of sald companles, for the purposes of influsncing the
opinions and conduct of persons holding publlc office; such payments
are not properly reflected on the books, records and sccounts of sald
companles; and

[£) Substantisl sums have been disbursed by anid companies, not
in the ordipary course of btusiness, for the perscnal uses of certaln
offlcers and employees thereof, for gifts to and entertaloment of per-
sons holding publlie offlce and others, and for the employment of de-
tective agencles, sc-called lnepectlon services, sodlt companies,
englneering companlies and others; such disbursements are not properly
reflected on the books, records and smccounts of sald companies,

v

IT IS8 ORDERED, pursuant to Sectlon 21(a) of the Securitles Exchange
Act of 1934, as amended, that s proceeding be conducted to ascertaln whether
the conditicns and practices above referred to exlst or have exlsted, for
the follewing purpones:

{a} To determine whether any person has vlolated or la about to
violate any provision of sald Act or any ruls or regulation thereunder;
and

(b] To ald in the enforcement of the provisions of sald Act, in
the prescribing of rules and regulatlons theresunder, and in securing
information to serve as a basls for recommending further legislation
concerning the matters to which sald Act relates; and

IT IE FURTHER ORDERED, pursuant to Sectlon 21(b) of the Securities
Exehange Act of 1934, as amended that for the purpose of aald proceedlng
Edward C, Johnson, an offlcer of the Commission, ls hereby designated to
sdninister oaths and affirmations, subpens witnesses;,; compel thelr sttendance,
take evidence, requlre the productlon of any bocks, papers, correspondence,
memoranda, or other records desned relevant or materlal to the lngulry, and
to perform all other duties ln conmectlon therewlth authorlzed by law; and

IT 1B FURTHER ORDERED that in conducting sald procesding said Edward C.
Johnson shall afford The lorth American Company and Union Electric Company of
Hissouri and any other persons showlng a legltimate lnterest in this proceed-
ing the right tooross-examine witnesses summoned by counsel for the Commlsslon
ard to produce evidence relevant or material to the inguliry, and for this
purpose paragraphs (f), (g), and (h) of Rule V of the Commlasion's Rules of
Fractlee shall be applicable to the proceedling; and
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IT I8 FURTHER ORDERED that sald proceeding for the taking of testimony
and the productlon of evidence begln at the offlece of the Securitles and
Exchange Commission, 1778 Pennsylvania Avenue, H.W., Washington, D.C., st
such time, not less than twenty days after the date hersof, s sald Edward
€. Johnson shall designate by not less than ten days' notlce by confirmed
telegram to The North Americsn Company and Unlon Electric Company of
Hisscurl, and shall contlnue thereafter at such tlmes and places in Washlngton,
D.C., or slsevhers nas sald Bdward O, Johnson may detsrnine; snd

IT I8 FURTHER ORDERED thet & copy of thls order be served on The Morth
Arerican Company and Unlen Electric Company of Missourl, personally or by
reglotered mall.

By the Commisslion.

Francls P. Brassor,
Bearelary.
ISEAL)

=m0
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SECURITIES AND EXCHANGE COMMISSI0N
Washinjton

HOLDING COMPANY ACT
Relosse No. 2045

UNITED BTATES OF AMERICA B
BEFCRE THE BECURITIES AND EXCHANOE COMMISSION

At & regular sesslon of the Securitles and Exchange Commisslion,
held st its offlce In the Clty of Washingtom, D. C.,
on the 8th day of Mey, A. D., 1040,

-

In the Matter of

ORDER INSTITUTING
FROCEEDING AND
DESIGRATING OFFl-
CER TO TAKE
TESTIMORY

THE WORTH AMERICAN COMPANY and
UNIOH ELECTRIC COMPANY OF MIESOURI

Proceeding pursusnt to Sectlon 18 (&)
of the Publie Utility Helding Company
Act of 1935

#% Bs E5 we ms e oss v

I
The Comalssion's public officisl files disclose that:

fal Withln the meaning of the Publie Utility Holdin} Company
Act of 1835: The North American Company is = holding company;
North American Edison Company was, until dissolved on February 8,
1839, & boldind company and a subsidisry company of The North
Anerican Company; Unlom Electrle Company of Mimsourl Is a holding
comjany ard s itself a subsidiary company of The Nerth Anerlean
Compary, and was, until Febreary B, 1930, a suabs!diasry conpany of
Forth Anerican Edison Coapany; St. Louls County Gas Company ls o
subsldiary company of The North American Company and sn associste
company of Unlon Electric Company of Missourl; and

fb] The North Asmerican Cempany, North American Edison Company
and Unizn Elaat=le Compray of Missourl reflatarsd as holding com—
pantes and flled registration stotements, pursaant to Sectisn B of
the Publle Utllity Holdirng Cospeny Aot of 1933 sad tha rales and
regulecions premcribed by the Cowsmlselon therewsdar; The North
Amerioan Company and North Amerlean Edlson Coumpany [iled supplemsnts
to thelr reglatration statemsnts, pursuant to Se:tlicm 14 of said
Agt ard the rules and regulatlona preseribed by “he Comnlsslon there-
under; and all of sald cumpanies, st varlous times, flled with the
Comnlisclcen applicatlons, declaratlens, reportsm and other doocuments
pursueni to varlous sectlons of sald Act and the rules and regula=
ticns prescribed by the Commlsslon thereunder; and
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It appeary that:

fn] Eald registration statesents and supplements thereto and
anld applicatlons, declaratlons, reports and documents filed with
the Commlssion by The North American Company acd by North Amerloan
Edimon Company contaln Information as to the history, buslness,
capital structure, management, cperations, and floanclal conditlon
of said companies and their subsidiary companles, locluding Bt.
Louis County Gas Company and Unlon Electric Company of Mlssourl and
i1ts subsidiary companles, which Informatlon Is based, Iln part, upeon
books, records and accounts made and kept by Bt. Louls County Gas
Company and by Unlon Electric Company of Missourl and by its subsld-
lary companles; and

[b) Bald reglstration statement and sald applicatlons, declar-
atlons, reports acd documents flled with the Cosmlssion by Union
Electric Company of Hissourl contain information as to the hlstory,
business, capital structure, mansgement, operatlons, and financiml
conditlon of sald company and lts subsldlery companies, which infor-
matlen ls based, in part; vpon books, records and sccounts made and
kept by Unlon Electric Company of Missourl and by its subsidiary come
panies; and

III

The Commlission cbtained information from varlous sources as to the exis—
tence of certaln conditlions and practloces with respect to Bt. Louls County
Gas Company and Unlon Elecirle Company of Missourl and its subsidisry com-
panies, and on the basls thereofl lssued an order on November @, 1838, lnatl-
tuting an lovestigatlon into syeh conditions and practices, which lovestiga-
tien has been cooducted under sald order and succeeding orders lssued by the
Commission, lncluding an order for investligation Lssued June 7, 1938, pursu-
ant to the Securitles Act of 1833, as amended, the Securitles Exchange Act of
1954, as amonded, and the Publle Utllity Holding Company Act of 1835; and

v

Herbert 8. Prench, Psul J. Cotter, and Harry C. Coles, Jr., have report=
ed to the Commission evidence obtained in sald investigstlion tending to show
that for s leng perlod of time conditions and practlces of the character be-
low enumersted may have existed with respect to Bt. Louls County Oas Company,
Unlon Elsgtriec Company of Missourl, its subsldisry companles and thelr pre-=
decessor companies, and In view of said report it mppears to the Commisalon
to be necessary and appropriste im the publle interest te determine whether:

fa) EBubstantlal sums have been dlsbursed by sald companies to
certain of the offlcers, sttorneys and employees thereof, purportedly
for designated expenses locurred by such persons, when in fact such
allaged expenses were not lnourred by such persons and the sums re-=
celved by such persons were used for other purposes; such transsctloms
are mot properly reflected on the books, records and sccounis of
sald gompanles; mmd
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ft] Substantisl suss have been dlsbursed by sald companies to
certaln sttorneys, lnsurance agencles, centractors, supply houses
and others, purportedly in payment for designated goods, materisls or
sarvices supplied, whan 1o fact ssid sums were not disbursed In pay-
ment of the goods, materlals and services desljnated, and the sums re-
celved by such perscns were used for other purposes; such tramsactlons
are not properly reflected on the books, records and socounts of sald
companles; and

fe]l Bubstantial sums have been recelved by sald companles from
officers, attorneys, and eeployees therecf, and from lnsurance agencles,
contractors, supply houses and others, the recelpts of which are not
properly reflected on the books, records and sccounts of sald companies;
and

fd] Bubstantlal comtributions have 'besn made, directly and in-
directly, by and on behalf of sald companles ln conmeetlon with the
candidacy, nomination, electlon and appointmsnt of varlous persons to
public office, and in support of politiosl parties, mnd of commlttses
and agencles ibereof; such contributlons are not properly reflected
on the books, records and accounts of sald companlies; and

fel Bubstantisl payments have been made, directly and indirectly,
by and on behalf of ssld cospanles, for the purpose of influencing
the oplnions and conduct of persoms holding publle office; such pay-
ments are not properly reflected on the bosks, records and moccounts
of aald companies; and

ff)] Substantisl sums have been disbursed by sald companies, not
in the ordinary course of busimess, for the perscnal usss of certaln
officers and employees thereof, for gifts to end enteriainment of per—
sons holding publie office and othera, and for the employment of de=
tecilve ajencles, so—called lnspeotlon services, audit companles,
engineerlng companies and others; such disbursements are not properly
reflected on ihe bocks, records and accounts of sald companies.

L

IT IS ORLEMED, pursuant to dection 18 (a) of the Public Utillty Holding
Company Act of 1933, that a proceeding be conducted to sscertaln whether the
conditlons and practices mbove referred to exlst or have sxisted, for the
following purposes;

{a) To determine whether any person hus violated or ls mbout
to viclate any provisicon of said Aet or any rule or regulation there—
under; and

ft] To ald in the enforcement of the provisions of smid Act,
iz the prescriblng of rules and regulations thereunder, and in ob—
talning informatlon to serve as a basis for recommending further
legislation concerning the matiers to whick sald Act rolatesy

IT 18 FUATHER ORDERED, pursuant to Bectlon 18 (e) of the Public Utllity
Holding Company Act of 1933, that for the purpose of sald proceeding Edward
C. Johnsen, an officer of the Comminslon, is hereby designated to sdminister
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onths and affirmatlions, subpens witnesses, compel thelr atteadance, take evi-
dence, require the production of mny beoks, papers, correspondence, memorands,
contracts, agreemsnis, or other records, desmed relevant or material to the
inguiry, and to perform sll other duties In commectlion therewlth authorized
by law;

IT I8 FURTHER ORCERED that In conducting ssid proceeding sald Edward C,
Joknson shall afford The Horth Amerlcan Company and Unlon Electric Company of
Hissourl and any other persons showing a legitlmate interest in this proceed-
Ing the right to oross—exanine witnesses summoned by counsel for the Commis-
slon and to produce ovidence relevant or material to the iaguiry, snd for this
purpose paragraphs (£], (g), and (k) of Rule V of the Commission's Rules of
Practice shall be applicable to the procesding;

IT 12 FURTHER ORDERED that sald proceeding for the taking of testimony
and the productlon of evidence begln at the office of the Securitics and Ex-
change Commission, 1778 Pennsylvanis Avenue, N.W., Washingten, D.C., at such
time, not less than twenty days after the date herecf, ma sald Zdward C.
Jehnson shall deslgnate by not less than ten days' notice by confirmed tele-
gram to The North American Cospany and Union Elsctric Company of Missourl,
and shall continue thereafter at such tlmes and places in Washingtem, D. C.,
or eleevhere as sald Edward C. Johnson may determine; and

IT IS5 FURTHER ORDERED that m copy of thls order be served on The North
Anerlean Company and Uniom Electric Company of Missourl, perscnally or by
reglstered mall. ’

By the Commlsslon.

Francls P. Brassor,
Bocretary.

[BEAL)
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SECURITIES AWD EXCHAMGE COMMIZS|ION
dashington

SECURITIES ACT OF 10aa

Aelewse No, 2283

BECUAITIES EACEALGE ACT OF 1934
Aelesse o, 2504

HOLODIWG COMFARY ACT

Aelease bo. 2048

WellZD alalet OF ARSaICA
PEPORE THE SACURITISS ALD EXCHALGE COMMISBION

At a rejular sesslon of the Becuritles and Exchange Commisalen,
held st its cffice in the Clty of maslington, p.c.,
on the Ath day of Kay, 4.0., 1940,

In the Hatter of :

THE BOATE AHMERICAK COKPANY and H
UnION ELECTRIC COMFARY OF NISS0LAl

Froceeding pursuant to Sections 8 (=)
and 2C (a] of the Securities Aot of ¥
1833, as apsnded.

In the Aatter of I OADEA FOR
: COHEOLIDATION
THE NORTH AkkalCAl COMFANY and A OF PADCEEDILGS
UNION ELECTRIC COMPAKY OF RISSOUI : FOH GTATED
: FURFUGES

Froceeding pursusnt to Sectlon 21 [a) t
of the Securlties Exchange Act of :
1834, as amended.

In the MNatter of 3

THE NOARTH AMERICAN OCOHPARY und
UKION ELECTRIC COMFARY OF KIESOUAI

Proceeding pursuant to Sectlon 18 (s)
of the Fublic Utllity holding Company
het of 1935, t

The Commlsslon now heving pending before it the following related
progeedlnds:

11} Froceeding in the maiter of The Lorth Americsn Company and
Union Electric Company of rissourd, instltuted by order dated Hay #th,
1940, pursuant to Sectdons A (o) and 20 (a) of the Gecurlties of 18234,
an amended;
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(2] Proceedinj in the matter of The horth American Company and
Unlon Electric Company of Kissouri, Ilnstituted by order duted Fay #th,
1940, pursuant to Bectlon 21 (a! of the Gecuritles Exchange Act of
1834, as amended;

(3] Froceeding In the matter of The lorth Amerlcan Company and
Unlon Elsctrie Company of hissourl, lnstituted by order datod May 8th,
1840, wpursuant to bectlon 18 (&) of the Fubllie Utility Holding Company
Act of 1985; anpd »

It appesrinyg that sald proceedings lovolve common guestions of fact and
that testimony and other evidence adduced in esach proceeding may have a baar-
ing on the matters lnvolved in eash of the other procesdings; that the persons
sutstantlally Lnterested in each of sald progeedings are the same; and that
substantial saviag In time and expense will result If ssid procesdings are
consolidated for the purpose of the taking of testimon, and the productlon of evi-
dence, and wre conducted as one proceeding, so that the testimony and other
evidence adduced in each proceeding may atand as evidence, insofar as relevant
and paterisl, in each of the other proceedings; !

IT I6 OnDEHED that the throe proceedings referred to sbove be and they
hersby are corsolidated for the purposs of the taking of testimony and the
preduction of evidence,

By the Comslssion.

Francia F. Brassor,
Secretary.

[3EAL)

D O——



MEMORANDUM % s
May 20, 1940 o ©
T %
Tos The President 2 @', 5{.“
Fromg Jeroms N. Frank, Chal =
Beourities & ‘llnhmp Commission
Bubjeot: The ' D tiea ta 20, 1

Btocks improved rm the cpening until noon in fairly
active dealings. Partioularly in demand were the steel and aipr-
oraft lssues. Thereafter, moderate but persistent selling can-
eelled the price sdvances and industrials ullﬂllﬂ about unchanged
while reilroad and utility stocks were elightly improved on the
day. Trading was at a reduced rate and the total reported wol-
ume on the New York Stock Exchange was 1,240,000 shares.

U. 8. Government bonds were firm at improved prices.
SBeveral large sales were reported from cut-of-town savings benks
which were well taken. It was also reported that a large insur-
ance company is selling short notes and buying bonds but that the
offerings of the latter being scarce meke this operation diffiecult.
High grade corporate bonds were also firm and bids improved. The
medium end lower grade bonds, however, were lower end irregular.

All the commodity markets improved. Wheat, corn and
other grains sdvanced substentially; cotton was atrong as well
a8 rubber, hides and sugar.

Higher quotations were recorded for the Pound Sterling,
Franch Frano end particulerly the Canadisn dollar. In London, how-
ever, sscurities were very weak in spite of sarly precautionary
measures by the jobbers in widening quotations., Industrial and
reil lssues declined to new low levels for the year.



There was & sharp deocline on the Tokyo Stock Exchange.
Several large ssles of our securitlies from the Far East in recent
sessions have been reported.



T01 The Fresident

FROM: Jerome N. Frank, Chairman
Ssourities and hlhlnp Commission

Mr. Laucghlin Qurris tells me that he has dis-
cussed with you the i1dea of reglonal finance sorpora-
tions somewhat along the line s ted in the spesch
I made in Cleveland last month. think you will be
interssted to know that I received a letter from
Mr, Justice Brandels today, reading ms follows:

"My thanks for the Cleveland address.
I hope 1t will help in developing Reglonal
and Bquity financing."



THE WHITE HOUSE
WASHINGTON

June 13, 1 -

I enclose a confidential
mémorandum %o me

s sope it

1
pigeonholed for this session.
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