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'1'be f~llow111& lettere are at.tac-: 1939 

11 .. 0 to 11• 11o .. -l'roal 1erou 7re.alc-Oct l)tb 

T9legroa tro• lbwud 1ud)'-S. l.C. Celif 
to .. 'Den 1 . ntu 1r. s.1.c. lull, 1>.c. 

AAA ,,_, of Sept 18, 1939-to 11• Row t1'c. 
tbo -4•t 

!119 Pree14et tol4 o.o.,.. to tell 1 • ..... 
to•torpt 1 t . • (liefer to PU'egra;>b 4) 
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THE WHITE HOUSE 

WASHINGTON 

Oowber 13, 

llW>ru411111 J'or the Preaidst: 

/6'r 
i939q.ifnn1~·i 
c~ 

.Att•r you talked to .T1Jllv RooaaTelt abollt 
this Mtter I talked to hi.a and later to .Tercae J'!:ppk. 

I belie•• I b&Y• ill&dTertently done Mr. J'riiik an in­
Juatioe while do1.ng a poor report1Jli ·job to you. 

lbateYer hie reason tor eend1Jl6 the attaohed 
wire troa the San l'rllnoieoo Jlecional tl.d•inilltrator to 
you, (1) I tllou&ht he wnte4 you to aee the wire and 
(2) I got a ainaken iap:re..lon ha wnted to know 
whetber he should prooeed with the - exaotly u be 
had been do~ or whether he should oonter w1 th th• 
Attomq General on new taotioe. I did not mean to • 
1aply that he wondered it the oaee ehould be dropped • . 

tJDtortunately, 1n an ettort to be brief, I 
did Just that. lf;y umorandua ot Sept.tier 18th ie 
euaoeptible ot no other 1nterpl'9tat1on an4 your belief 
that J'ranlc •• tl')'ill6 to •INt you on the spot• (u 
relaJe4 by .TiJav) ie entirely .,, tault. I should ot 
oourae haYe stated nplioitly what I M8Dt inetead ot 
beliniDI tb&t the interenoe •• oleer trca the wire. 
And 11111•'1, I llhould haY• aaid •11ow he should prooeed• 
instead ot •.!!, he should prooeed•. 

The reapguibility and bl.w. !h•ntog. N't 
-Stih!i aine. 11r. J'raDk ulced • to g1Te you the 
&tao w. 
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OOJfPIDBR'l'IAL llBllOIWIDUll 

October l~, 19~9 

TO: Mr. James Rowe 

FROM: Jerome N, Prank, Chairman 
Securities and Exchange Commission. 

Wednesday evening Jimmy phoned me about the Judy tele­

gram or September 15 which I sent you on September 16. You 

will recall that , before I sent it to you, I suggested on 

the phone that you show it to the President because the 

President 1 s name had been used in the story, r eported by a 

financial editor, concerning Mr . o•s . alleged statements . 

Jimnly gave me the impression that the President bad thought 

(1) that I believed the story and (2) that I wanted to know 

from him whether the SEC should proceed with its investiga­

tions and bearing in the light ot the tacts stated in the 

telegram. Jimmy stated .thl t his father felt that in some way 

I was putting him on the spot. I was greatly surprised. I 

trust thl t Jimnly was in error a nd t.ha t the President received 

no such impression, For (1) I did not believe the stories 

about Jimnly and (2) wanted the President to see the telegram 

merely to inform him or the false stories that were being 

told, I knew, ot course, that he would never ask the SEO 

to terminate its proceedings unless he felt that suoh ter­

mination was justified by the faots. I would be obli.ged if 

you would show this memo to the President. 
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S.pt•bw 18, 1939 

" II ,. lpr ne Pna14•t I 

Obaimu halt ot tu no uk• \Mt 
70U - th• at\aohed oow ot a wire tfta 
hi• Ji9110Dal Ad•tnt•trator 1n Calito:nita. 
Be wi.Ua to Jaaow 1t he lllloul4 pz'OIH4 
with the oaH •a1n9t Trm:i-rtoaT 

, 
J ,_,fl 

1 .... Bowe, lr. 

j.Y?.JL. 
#~, ~? fl.d-~ 

/;/;._ ... 



SB:ulUTIES AND EXCHAHGE COMMISSION 
WASHINGTON 

CODIDa'rllL 

Ill', J-• B, Row•, Jr. 
'!h• Wblt• ·-· Wa~ton, D, C, 

Deu J1.a1 

Septmber 16, 11139 

Dloloaed pleue t1Dd -thr I 

di•ou•Hd •1th 7oa on the phone to-

da7 • 
S1.noerel7, 

J::;:_. 
Bnolowre. 
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ROBBR'l' I. II.ID .Til. DQ. 
Aaa'l'. GBllRAL OOUJISBL 

8aD l'rano1aoo Cal.U'ol'Di& 
hpt.-ia 18, 1989 
111'6 P.K. 

S:mulll'l'IBS AID DOUllGB OOJllllSSIO• 
W'8JIIJIG'l'O•, D. O. 

RB OUJIHL PO\IJti'&BllTB TRDIWIBRIOA FUR'fBiit ID'OllllA'l'IOJJ llBAllDrG 
O• RUllOR OP lft'l'LBl[Bft IS AS POLLOllBI A SAD'IWICISOO PIUllOUL 
SD~ '!OLD D 'l'BII K<ltnll'G TJIA'l' BB BAD '1'11.QD 'fO A. P. 
GliDIJll Dr IA S'l' DAY OR ftO WBO ADVISED 11I11 'l'llA'l' '1'BB Aft_,:OJUllV1l'lfiP9' 
GJ:llBRAL BAD Qll.I.lm 01 Glilllll Dr 0.ALIPORIU ABOUT 'l'WO KOl'lRB 
AGO AID BAD Diii .ADVISED llill THAT '1'D PRBSIDD'l' HAD AIJWI 
llUJll'B!' TO ADVISE GUDDJI 'l'BAT '1'D PRBSIDBl'l' WAS .&DIOUB fO 
BAYB SOD SOLU'fIO• BROUCIB'f ABOU'l' OP GUDDII DIPPIOUL'l'IBS 
WITH GOVBRIDl'f.GUllDI 'fOU> IDI'l'Cll Dr QDBS'l'IOI 'l'BAt '!D 
UASOI DI lftl!'LODf BAD 10'1' Bm BBOUGB'l' ABOU'.r ' BlllftOJ'ORB 
WAS BBO.AUSB llU1lPBJ' BAB 8DI BUSY Dr LO'UISIAIA.EDl"l'Ol!! DrDIOADD 
GUDDrI IS 'l'BLLIIG THIS STORY TO AJIY PBR8018 IJt:ialDHQ, 
P01UIBR DIRBC!'OR OP 'l'IWr8AlmRIOA OORl'ORA'l'IOI WITH PllIDJ>I II 
BAH OP AllBRIOA ADVISES !'ODAY 'l'BA'l' J.ADS ROOSBVBL'l' BAI UBI 
AID IOW IS II CClllP'BRBICB WI'l'H GIAIJIDrI8 II SADIWllCllCO 1'I'l'B 
A VID fO UBDrG ROOSBVBL'l' fO BRIIG ABOUT SB'1"l'LBllBl'l OP GlillDII 
DIPPIOUL'l'IBI WI'l'B GOVBRIDl'f. D BAYB BAD IT PROK Oi'Dlt SOURCES 
THAT J.AllBS ROOSBVXL'l' IS nr S.AIPIWICISCO AID II OOD'BRJDJOB WITH 
TD GUDDJIS. Alllf01JJICBlllll'l' WAS ll&DI 01 RADIO YBSTBRD.&Y 'l'ILl'l' 
RooaBVBLT BAD RBSIGIBD BIS P08I'l'IOI WIT.& llB!'llO GOLIJWD KAYBll. 
WJ!llJDIJllllG PAS'l' PD DAYS,1 BAVB BBll Alm> WHSIHD '1'llDK IS 
TRU& II BDmll8 'l'HA'l' TRADAllBllIOAS DIPPICUL'l'Ii8 WI'l'H OOWTl­
SIOI BAVB 8DI SJL'ftLSD I BAVB ADVISED 'l'BA'l' fiiRB IS 10 '1'10& 
II SUCH R'UllORS. PODllfi 'l'!Wf8.U[JlltlOA DIBm'l'OR .ADVIS:&:B 'l'OD.&Y 
THAT Gl.AJlllll IISPIRED IO'URCBS ARB S'1'.l'l'I1'G APPARili'l'LY '1'0 OVBR­
OOD BPPIC'l' OP DBllIAL JDam 'l'B'AT RBGIOUL OPPICB IS P'URPOSBLY 
BBDrG DPT II 1WU[ 001omI1G DOO'l'IA'l'IOJJB l'OR S:l'1"1'LDlll'f 
1IBILB I APPRIClil'B DIPPICUL\'r OP I•VBS'l'IGA'l'IIG R'UllOJ18., I uv--.. &R'""­
'l'BB LBSS PDL '!BAT llVBS'l'IGil'IO• S'UOOBSfED Dr KY '1'BLiGIWI to 
YOU OP YBS'l'BRD.AY S>ULD HAVE SALU'l'.ARY iiPPMl'f AID WOULD Bi 
THOROUGHLY J'UB'l'IPIBD 'UIDBR CIROt1118'1'ilOB8110W BXIS'.l'IlfG PLBASB 
ADVISE. 

BOWARD A JUD! 
UOIO•AL AllE•IS'l'RA'l'OR 
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MIXO FOil THE J'ILU 

8•nt to J•r011• l'rank SIC 6/21$/4" memo 1n th• Jhoe11dent' • 
handvr1 t1ng 

•Jerry Frank --

G1an1n1 Caee - - Wh7 not eettledf 

, , 

F, D. R. 1 

-J 
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. A• !!!•!!I!J 

The attaobe4 - d18CIU.8H81 &8 b:l'ietl.J U poaai­

ble1 tbl ngpat1on that tbl SBC proo•ediJll• relat1Da 

to tbe G1•Dll1D' 1DterNt• •boa.ld be •aettl.O.• 

'l!Mre are tm'•• prooeedlnga a.t'.t'eot1Da thoa• 1ntc­

••ta wh1oh th• 0-1111on hu 1Dat1tutedt . 
(1) ~ prooeedlng 11 pa111Ung bel'ore the 0-1••1on, 

begun 'llhil.e Ill' • .Tu.lt1o• Dougla1 wu Chairman and at h1a 

augpetion, to detenalDe, a.t'ter PQbl1o hear1ngl, whethC' 

the 1took o.t' Trma-•r1oa C-l!!DJ ahould b e del1ated .tor 

allepd g;ran •1olat1oDI o.t' the S•our1t1•• Bltohanga .lot. 

I.t' the .t'aot1 ••t .t'orth 1n a report b7 the C-S.ae1an ata.t.r-­

result1Da .rr- an utena1•• 111Te1t1gat1on o.t' the om-

ll&D7 ' • boolta- are tru., then th11 1• on• o .t' th• moat 
' .t'lagrant caae• whiah ha• enr oome be.tore tm 0-1ea1on. 
' 

The hea:l'ing• were began ear]J 1n 1939 but ware poatponed 

to peralt a more thorou8i 1.DYeat1gat1on, o.t' the mn;r 

booka and paper• of the oompan7, whloh 1nnat1gat1on hu 

taan ~ montha 1 alao th• oomp&DJ h&a -plo7e4 •••l'J' 
kind ot d.1latorr taot1oa. '1'be 0-11l1on, b•&'""'ng 

when Mr. Jut1o• Dougl•• waa Chai.man, ha• rejeoted pro­

po•al• that 1t d•l with th1• oaae, u 1t nenr hu 

dealt with a17 other, b7 d1a1ae1ng 1t without eith er 

a pu))l1o hear1Dg, baaed on oral ta1t111oD7, or a 1t1pulat1on 
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b7 the ocapa7 llda1tt1ng the taot•, llD4 Wit:bout a pab­

llm.4 O; •uion op1.Jd.on. Wltb the 1Dn•t1gat1on now 

•ub•tant1all7 ocaplete, 1he O~••lon wu propo.S.ng 

to re•ua• the publio h•rlng 1D a few wu.. Bowner, 

•• expl1ined in the att~d w, 1D the pa•t fn daJ8 

the OCJllPIDJ, tbrough ui attol'D9J not heretofore in the 

•tter, baa put forward what appear1 to be a rea1onable 

propoeal for publlo adld.•91on. of faot1 b7 the ccapa7, 
• 

which •J' make po1•1ble a •P•edJ' detendnatlon of tile 

ca1• • •1 t.hout protracted, hearing•, on the bu1• of a 

publllhed Ccmmiaaion op1.Jd.on. 

(2) 'ftler• i• a •ui t in t.be fedaal court tor an in­

junction again•t Tlaetruat. Incorporated, cert.in or the 

Giannini• and ot.bera, in 11hich it i• alleged bJ' 121• com­
m••lon that there have be111 •erlou.e vlol&t1oD8 of the 

fraud ••ctlon. ot the Seourltiea Act. A• exp.lalmd 1D 

th• attached memo, that INit ia n ow on trial and the trial 

will probablJ tel'llinata within a few da19. 

(S) A procee41Dg i• pending before the C~••lon to 

det.ralne whether Wal•ton & Oo. • in which ..aber• ot the 

Giumlni fmilJ .. • aubatantiall7 intere1te4, lhoul4 have 

it• reg1etrat1on u a dealer, under the Seouri tie• Bltohange 

Aot revoked for 1mport1nt vlolationa of provi1ion. of that 

Aot. A• explained in the attached ••mo, there ha• been a 

.tlall publio hearlng Ul4 &r8' nta an opinion ot the Cea-
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frwwr1oa OoreoraUOD 

1. Tho atook ot TJ'anaam.r1oa QoZoporat1on 1• lhtod 
OD tho ••• York, Loa Angolo• and 811D Pranohoo Stook 
SzcbOD41••· 8oot1on 12 ot tho 8ooU1'1t1o• BKohon&• Aot 
ot 19a4 male•• 1t \IDlawtul tor an7 broker or doal.ar to 
deal 1n a aooU1'1t7 on auah an uobango 1mlH• tho aoour1t7 
hae been rog1eterod purauant to an appl1oat1on •1th the 
a.a. Th• atook ot Tl'ana ... r1oa -• tbua rog1otared b7 
th• Oompan7 1n accordance •1th appl1oat1ono t1lad •1th 
tho Co-1nton; and the company baa tiled annual. reporto 
with the C-1••1on ao required b7 th• atatute. 

2. In 19S8 (m1le Jlr, Juet1oe Dougla• wae Cba1rMn 
ot the s., and at h1• •ua••t1on) the Cmml.Hion ordered 
a public b .. ring t o detora1no Whether tho 00J11Pan7 bad 
made tal•• and m1olaaclillg ot&temento ot material. tact• 
and omitted material 1ntol'll&t1on 1n 1to appl1oat1on and 
annual report• to tho Comn1••1on, 10 aa to call tor an 

" order or th• Ccmmdoo1on del11t1ng 1t• •took under Soot1on 
l9(a)(2) or th• SeoU1'1t1•• SXoh•nc• Act. 

s. Th• Coim1H1on11 publ1o bearing began oarl7 1n 

19:59 but, otter a abort par1od, -• adjoUl'Ded 1n order 
to permit the 0-1111on•1 atatt, pur1uant to an 1mder-

• • 
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ai•nd1ng with 'lTana ... rloa, to ezaaine the book• and 

reoord• ot th• o~•n7 and it• auba141ar1••·* 'l'bat 
••• an S-.ne• ta•k an4 th• enw1n•t1an ha• anl7 r•-

oantl7 been OOlllPl•ted. Without her• 1.Ddloatlng that, 

1D the abaanoe ot a tull hearing, th• detailed taot• 

alleged 1D the report ot the C-1••1on'• atatt are 

oorreot, th97 tend to ahow, lt true, th• tollowing1 

(a) Tl'anaamerioa 1 • r11> orh to th• Com­

a1••1an are - •t ••rioual7 tal•• &Jld. ml•l•a4-

1ng •• to figure• hua• 1D &JDOunt. 

(b) Tranaamerloa ha• been atiallating 

1.Dt•r••t 1D th• -net tor it• atook on th• 

exoh&n«H b7 direct puroh&•H tor the ao-
, r 

oount ot the oompan7 &Jld. ih 1ub•i4lariH 

and att111atea, and bT aolloiting potential 

1nve1tor• to puroha•• th• •took through 

variou• -.an•, 1.Dolu41.ng gravel7 tal1e and 

a1alea41ng repr•••ntationa. 

(o) Moreover, the 00111pan7, tor 7eara, 

aa&• been ••eking to lll•l•d it• atookholdera 

b7 41aaeminat1ng talae &Jld. ml•leadlng lntorma-

• Th• booka or a.nil ot .&aerioa have not been ex••tned. Th•r• ha• been litigation about that -tter. 

• 
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t1oo oanoel'Zl.1ng earn1nga, aOUJ"o•• ot 

41v14en411 and other -ttera, tho•• 111•· 

repreaentat1ana b•iJla aoh1eve4 b;r .. an• 

ot pr••• ralaa•••, report• t1le4 with 

the Oom1aa1on and the ezohanges, annual 

report• to th• atookbol4era, and other 

dev1o••• 

'· Th• 1nat1tut1oo ot th• prooeedinga 1n l9a8 

reaultad tl'Oll an axtena1va examination b;r th• atatt 

ot the raporta tiled b7 Tranaamerioa with the Oomia­

e1on, 1n the light ot all the taota then known. In 

connection with that enmln•t1on, the Com1u1on•a 

etatf, at that time, was voluntar1l;r given 1ntor•t1on 

b;r th• 8•oretar;r ot the 'l'raaaur;r. The beariJla ot that 

1ntormation •a• th1a1 'l'rana ... r1oa own• an 1-anae 

&1110unt ot atook or Banlt of Alll•rioa. Ooneequentl;r 

an;r major 1naoouraoiH in th• t1nano1al statement• ot 

the Bank are retleoted 1n the t1nano1al atatementa ot 

the r-. ... rioa. Die 1ntormat1on given b;r the 8aoretar;r 

ot th• Traaaur;r 1nd1oate4 th& t th• Ba.Dk atatemanta were 

var:r matar1all;r tal•• and ahlead1ng. Reoentl;r the 

Bank of America ha• agreed with th• Traaaur;r to make 

aubatantial adjuatmenta ot 1ta t1nano1al atatemanta, 

\ 
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ad bu JHewe4 .&lltd.-1 .. pltal, la ... • wt ot 

• tao llllUeM, la aoee:rd&Doe with naeatlou h• tlie 
fteu~. 

It bu oeomred to ••• p-1118 tM•, beoaue tbat 
84juti19Dt hU be• u4e witb the 'l'NU111'7, tbe Pl'O­

oeedla@ll bl'01lc;!lt b7 the 8., lllaoa14 - be 41•1Ned. 
Bat tbat pl'OpNal 1DolTN •-al. fallatd.ea1 

(•) !be "IT netltloattoa ot tbe Bank'• tlmno1al 
atate-ta Nll4111'• the atat .. cta tllad ~ 'fllana-1ca 
tor tbe put 79ara ·- 'llbloh ren.ot the tlzlmolal oon-
41 tlon ot the Bank - -ta1a117 tale• aDd alaleadlngs 
aooord1Jl8].7, • J:r•••t reot1~1oat10D ot tu boob ot 
tile Bak will DOt make proper the ata'-t• h•etotore 
tllecl b7 ~an.aaer1oa. 

(b) ••• laportant, 1• the taot '2lat the a1•Hp!'!­
aantat1om la llDd. -1••1ou ha tbe atat-ta ot '1'.Nna­

-1oa are, !!z llo -ma. due aolelr or •tlral1 to 
auob 81'1'01'• 1ll th• Bank'• atat-llta u are DO• raotlt1e4 

ot the a1arepn!!!ltat10!!! an4 9'' ••101118 relate altber 
to 2Pa•u•1r1oa al.-. or to tran.aaotlom be'-ll ~ 
wrloa and tale Be.Ilk wtd.oh are DOt. 1ll ag '!Q'• attaotecl 
br tbe a an=t wit.b the !£ .. !!!'I• lo .._, nm 1t 



I 

-. -
•· !PfH'e4 Bak timp ••• DO! retleo'-4 1Ja 

'e4 •'a'-•h t1W !!J ~oa. the lat'-'• 

•"'--'• wo1114 ottll be-•' oa-toul1 !l'N• 
Ill -· tt tm report ot the 0-100100•0 otatt 

to OOl'l'eot, tholl ~toa bu ll- na.-nu,. 
pllt,. ot nolottooo ot tbe Seoari t1•• Sxatwnge Aot 

1D .an7 •J'• otba than in rHpeot ot Ol'l'Ol'O 1.n the 

Bazlk' o tigur•• oorrted into Truio-•1oa 1 tate-to. 

a, ot OOlll'll•, 9bet.hel' or not. the report ot tllo 

C-1aoio•'• otatt 1• OOl'l'eOt OU properl7 lie ~ter-

111.md, u4el' t he •'•tute, ool7 "POii e'rid1111oe intro• 
duoed at a public heartag, 

&e Ill -oua oonferenoeO wital NJll'e1Ct&t1T .. 

ot '12'--rioa tMJ' have lleen told b7 or on behaU 

ot tllo C-1Nion that, it the7 ·- nlllna to ,ntlll' into 
a otipv.la'1oa, to lie tiled •• plll't ot the pabl1o rMOl'd, 

adld.ttina that tm taote u the7 appear to tbe C-10-

1ion•1 1tatt are oorreot, then 1uoh a 1tipulat1on could 

take tm plaoe ot hrthel' oral teotSaoll7 at a l»aring. 

U ouch a ot1palation __.. -4•, tbs tbl C-1101on 

oaal4 prooe.O. promptl7 to mk• a P11bll1hed t11ld1ng mil 

an ordel' bued on the 1tipv.lation, Oil the baoio ot nab 

a 1t1pv.latioo, 1D aooord ri th tbe 1tatt•1 report, tm 
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O '••10ll -14 be obUpcl to ttlll4 tbat Ula atat•t.a 

Jla4 be• •81'10111117 '11o1ata4. !!!11f the 009P'"7 ._ 
to t11a a....Sed akta.cta, 1ll aoOOll'Clanoa wltal what wu 
U.. at1pulata4, the Omm!.aalon •oal.4 h&Ta 41aorat1oD 

to m tar, and • Ollld oom 1 dal" antal"lq, an ol"4al" '8h1oh 

-14 not nqllln da11atlq. (Dile w01l14 be nb•'­

t1al.1J 1ll aooord •1th the O~aalon•a aotlon 1D 

OODDaot1on with tha da11at1ng J)l"OOaacllnga relating to 

111aaour1 Pao1t1o.) Up to .r- 28, 19'0, hcnleTW, the 
OOBP'DJ had rat'ua4 to aka noh a at1pal.at1GD and W 

uaartad that 1t would nnar umd 1ta atata•anta 1D 

a ooordanoe with ~ ••oh faota aa th• atatt mgbt be 

llblJ to aaaal"t t o ba ftou. Wbat the oowpm7 wantad 

"' a t -1Dat1on or tha pl"Ooaa41Dg1 without an1 ad.· 

mlaalon on 1tl part or an1 faota whloh would oonatltuta 

a T1o1at1.on of the 1tatut a and wit hout ~ haU'lng at 

whloh aTidmca t aD41Dg to •ho• auch facta would be 1Dtro­

duoa4. 

OD tbat bula 1 t would be lllpoa11bla for the O.­

m11a1on not to prooaad -· u it FOoaaCla rae1arl1, 

with o tllel" OOllMDlaa, par•-t to the atatutol'1 r!9!!11"a-
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11e11t• -- •1th a publ1o hearing, at which evidenoe pre­

aented b7 it• atat't would be introduoed (with an oppor­

tuni t7 on the part ot the c~an7 to oroea-•n•1ne and 

to intl'oduoe eYidenoe in oppoeiticm) . 

7. Bowevar, the toll.owing tac te auggeat that there 

ma7 have been eoae change in the attitude t ol'lll8rl7 ex­

preeaec1 b7 Tl'anaaaerioa1 

Several week• ago lill' . Lake, a member or th• tirm 

ot Ladenbul'g, 'Dalman & Co. , which recentl7 had dealings 

with Giannini concerning the ••l• ot Bancamer1oa stock, 

cal led on Chairman Prank and 1aid that he thought he might 

induce Transamerica to conduct itul t in an appropriate 

manner with reterenoe to the reotitioati on ot it• regis­

tration 1tatemente . The Chainu.n outlined to h1m t he 

d1tt1cult1ea previouel7 encountered 1n dealing• with 

Tran1 .... rioa and 1aid that he would be pleaeed it he 

oould overoo- tha. Sub1equentl7 Ill'. Lake went to 

Cal1t 6rn1a with h11 attorne7, Ill'. ilex Siegel ot Hew 

York, and there conterred •1th the otticiale ot Tran1-

america. Ori J\me 28, 19<&0, lill'. Siegel and Ill'. Lake 

called on the Com.1111on, atating that the7 were author ised 

b7 Tran1amerioa to d1aoua 1 With the 001111111a11on a propoeal 

I 
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whioh aigbt a•o1d a protraoted publ1o hearing &D4 a 
• del1et1ng order. 

Their proposal 1• (a) tbat the oompan7 mould 

tile, 1n tb• public hearing record, a at1pulat1on 

•1th th• comm1sa1on as to the truth or the tact• aa 

aseerted bJ' the 00lllll1•e1on• a atatt on the bas1a ot 

ita 1n•••t1gat1on, and (b) ehould t11• uuinded state­

ment• that contol'lll •1th thoae tacta; and (cl that tbe 

Comm1ae1on, on that basis, ehould publ1eh t1ndinga a• 

to an7 paet 1mpropr1et1ee found, but enter ID order 

diem1sa1ng the proceedings . Conterencee between the 

Comm1ee1on atatt and Meesre. Siegel and Lake are now 

in prooesa. 

It the dismissal ot the proceeding pursuant to 

the torego1ng proposal were, moat 1ncorrectl7, termed 

a "•ettlement," then, 1n that eenee, there now seeme, 

tor the t1ret time, to be some real 11ke~od ot a 

•settlement." 

• Mr. Siegel etated, 1n cont1d91lce, that the manner 1n 
whioh Traneamer1ca bad dealt •1th the coanJ.n1on bad 
bean moat untortunate and that th• propoeal he •a• mak­
ing wu one •h1ch ehould have been made long ago bJ' 
that compan7. 
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1. !119 o-laaioa•a ol'do tor a beu'tlll bu 'been 

w14ol7 JNbUOlsocl 11114 tho Pl'••• 1• aftl'o ot the utvo 

ot the Jll'OO•""''np. bm lt lt ftH l•l'lal 11114 Pl'OPOI' 

tor ~ 0-S.NlOD to ~to t:bo Jll'OO•od'"P without 

·a fm'tbol' pabllo hM1'1Dg llD4 111 tboat a P'lbllahod oplDloll 

11114 th.,tnp. lt wo'lll4, u • -ttor ot pollo7, be aoat 

'llZl111M to do •01 tor there -1d be wldo ol'ltlo1• to 

tbo atteot tb&t ta'l'Ol'1t1- had 'bee abOWll 'J'Nna-10• 

.. 41at1pgn1 llhed tl'ca Othel' OOBP"D' •• aga.lnat 'llbGa 

•1a1lar proooecllDp haT• boon began. 

e. Proa tlme to time when 11Dtru• atol'l•• ha'I'• 

appeared 1D the :sr••• that the 89' proooecllDp ware 

abollt to 'be •aottlod• - 1.e., d1-1•••d without ap­

proi-ol•t• prooodlng aotlon ot tho k1D4 diaouaaod aboTe -
• 

tbo Ollllmi••ioD hae donied th... Commi••iODOI' H••l7, CD 

eaoh Roh ooouion, hu •aid that 1t the -ttol' ftl'• 

••ottioA• without a f'ul'ther hoar1Dg llD4 a publlllhod 

eo-i•elon op1D1oa, he would pabllab • rtgoroaa do­

-oiatico ot the •eottl-t. • (H• hu bee nob 

1a11••t bJ pereietont l'UllOI'• -- wh1oh ho doe• not bolie'l'e 

- that th• Gh-'n'• ha'l'e '-•D•• •pol1t1oal 1Dtluonce• 

1D Wuhlngton wbioh will Ji•ld noh a •aottl-t. •) 
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..,. • uC!be.i•Lft- DrsJ-• - •• 'llbo9• ... pettoa 
tbe•• Jll'OHe41q• nN bepia - whmnU' eqpetlaaa 

tor 4111poei.'1oa ot tad• -• -. ...i., 1M1ete4 that 
lt _,be dealt with 1.Jl aooord with OUl' regal.a pao­
Uoe. AD4 be otteA etat.4 that OllJ' paoUoe ... DnG' 

to 41-1•• ua a4T•r•U'7 prooee41Dg ono• bepn wi tbout 
a publlo bearlng Ul4 • publlehe4 opllllon. 

II 

Apert trcm th• 4el1•t1ng prooeed.1.Dg 41•oue•e4 
aboT•, two o t2le!" proceeding• are pend1Dg wh1oh lmolT• 
quite 41et1Jlot 41•pute• betwean the C-1u1on ad the 
'rr1111•amer1.!)& 1.Jltel'••t•a 

(a)· Ti•etruat, I-POJ'•teda im- 1• pencli.ng, . 
1D the D1•tl'1ot Court 1Jl San Prm9hoo, ua 1n,1lDlot1on 
eu1t brought b7 the a-1H10D aga1net Timetruat, 
J:Doorporated, c4 other per•ona. It 1molT•• a ohU'se 
that Tlmetruet, Incorporated, • .,. engaged 1D th• •al• 
to the pabllo ot oart1t1oatee, repre•entlJlg 1.Jltereete 
in Bank ot Amerio• •took, 1D T1olat1on ot the trau4 
••ot1one ot th• 8eour1t1•• Aot. Tbe defendant• 1Dolu4e, 
1Jl add1 t1on to TiJMtrue t, I n-s>orated, ua4 1 te prin-
o1pal ott1oere, the BllDk ot ._.1oa, A. p,, Ul4 L. 11. 
CM.ann1Jl1, Ul4 Jollll 11, Gl'ant, l'ree14ent ot '1'1'11118-rioa, 
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-. t'o111' det_.,nt• lut -.s ••• allege4 1D tbe -­

plaiat to haTe &14-4 and llbetted Tiaetl'll.8t, IDoorpol'ated, 

1D o-1tt1Dg the trade oharpd. qai-t 1•. DD•• tam' 

detend ... t• re~eot.4 a propoal tbat the we be 41•poeed 

ot OD the 'bu1• ot a •t1pqlat10D ot taot. &114 a --t 

1Djlmot1on aga1D8t '1'1 .. tru.t ll.ll4 1 t• ott1oel'•, •••n after 

the pl'opo••d •t1pv.l.at1cm and Ocm8Ult h id been wol'ked out 

and aplJl'o•ed b7 tb• attom•1• tOl' all the othel' detendant• 

and o-•l tOl' the C-1n1on. Att.l' app:roximat.17 a 

7981' 1 • 4ela7, the •ult ... t1D8ll7 bl'ought to tl'1al, 

and the tl'ial 1• DOW in Pl'OO•••· and, 1n all llk•l1-

hood will be completed bf the •nd ot nut ftell:e 

(b) Wal•ton a. Co. 1 '!hi• 1• a bl'okel'age bou.e• 1D 

San PrllDoi•oo, l'egi•tw•d w11h th• C-1e•1on u a 

bl'Okel' and dealer l&Ddel' 8eot1on 15 ot the SeOU1'1t1•• 

BJ:oh•np Aot. About a 7ear ago the C-1•don 1D8t1tute4 

a l'••ooat1on Jll"Ooeedillg to deteJ'ai.De 11bethel' the l'•g1•­

trat10D, in nolat1on o1' the 8tatut8 and l'egul&t10D8, 

bad tailed to d11ol o M •tll'1&l taot•, 1.e., that ••­

bel'• ot the Giann1D1 1'aa11J •el'• putnel'• 1n tbl t11'11, 

and t hat tb• 1'11'11 •• controlled b7 tbe Gl•nn'n' 1D­

twe•t8• Thi• pl'OOeeding ._t to bearing OD endaoea 

tbe beU'ing ha• been oaplete4, the aattel' bu been 
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U'jpWd beton the 0-S.H1an, u4 1• now anJ.tlng the 

O~u1on'• 4eo1don. 

or OOllZ'H, neltmr or thee• two •ttare would be 

arreoted bJ' &D1' •uoh 41epo8l t1oa or the 4•l1•t1ng pl'O• 

oee41ng aga1ne t 'J.'ram-r1oa •• 1• dhoue•ed abow. 
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6rt~~ IY\lc.._. .... 

THI! WHITI! HOU81! 

WASHINGTON 

Juq l . 19AQ 

Momorandua For Tho President: 

Giannini 

Jero11• Fron~ told ""' he had o noto from you 
u.y.1-., •r.ii.y ian• t the Cillllllini caoo eotUed?•. 

Uo &eked me t.o hcnd you these two ucoi-..nda, 
which otate the Yiec,a of frank, Elobor c.n4 
Bondorcon. 

!be t.wo-p&&e .. .,rendm is act""11,r a 
•~ry o! the other aeaonnduc. 'lbe latter 
c:UcctL•£t• 1n &OM detail the !a£!! proceedi.n,1 
pendl.nc •cainat. GiaMiJ11 , It. ..U.o poilltt out 
ti•• prast!et illpouibility of setUilll; t.hia 
atter other then 'b)• publ.is •ti!Nl&tion, onn 
it tha ... Jority nr• disposed to do ao - wl\ich, 
'bucowso of the ovidanco before th•m, t.1107 urtt 
not. 

• 
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JuJ.T 15, 1940 

Mwpnpdw lor The Pmidwrt, . 

fr!O''Mrict 

CM!""'° Frank baa aont - two -rand& ot 
conteN11cH bet .... the Gonarel CounHl of the 
Sec11rl.tiH 111d !xcbange Ccaliaaicn 111d J.&wrara 
repreaonUnr the Oiannl.o1 iotereeta. 

App&Nlltl,y Oiann1oi haa retained n• la117er1 
to handle the matter. The _.....,da, dated Jul¥ 1 
and Jul¥ J 1 concern prelisin&JT conteN11ce1 looking 
toward on arreed stipulation ot !acta in the caee 
in•ol'1.D1 deliet.l.og trca the !xcban,. of Trana ... rl.ca 
aecuritieo. I! theae nerotiatiana are 9\ICC8H1'11l.

1 
tbq will ol>Yiate the 11eceaeit7 of a publio hearinr 
betore the Camiaeicn. The .t.ipulaticn (to be ude 
public) """1d be en the ba.i!' of an 8*!.aeicn bJ 
1""'-rl.ca tbat it bae Yiolated the Securiti .. 
!xchanp Act. • 

The neptiatima are cant!nllinr at tbia U-
io San l'rancieco b.t..., CoY•.,...t cOlll\aal end C011naal 
tor T'Nn-rl.ca. I! a stipulation CM be agreed upart

1 
th11 should ond the m&ttar. (But th11 ii onlT one of 
three proceedlnro b7 tbe SiC apinet Tr-rl.ca. 
Hownar, it ii the ~rt.ant cna.) 

J uk2 
J&Ma Rowe, Jr. 
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3'll.7 1:5, 19'0 

Attached are ••oranda or two ocnterenoea -~ob 
lnd1oata that progreea 1a belng uda l n the aatt• 
therein retel'J"ed to . You .. ,. -t to tnn.m1 t that 
1nrormatlon . 

1.1.r. 
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""'!!!!! or owe••• 
hM. and JU17 1, 19'0 

Ocmt•NDO• with Ill' • .uezen0er B. 81epl, of Van 
VOl'llt, 11epl and a.1th, Jew Yolk, J.Y., and 
.... Blp:lf r.u., of Ladenbur1, 'f'beleen • co., 
Cld.oaco, 111111o1. 

!let TND8-.r1oa Corporation 

------
Oil llon417, June 2'th, at tbe ... que•t of Cb&iN&D Prank, I 

oall.ed lb'. BanJ Lake at hi• botel 1D laD PN.Dolaoo md arrang•d 
to dl•oua tbe Tran•-l'loa oaae with him and Mr. 81•gel on 
1'1'14&7, Jim• 28th. 

Ill"· Sl•gel, 1t appeara, 11 • •mber ot the t11'11 ot Van vorat, 
llegel md Slllth, ot Jew York, ooUD••l tor Ladenburg, 'l"\tl••n & 
oo., ot Chloaao, with 'lhloh Mr. Lall:• 11 aaaoolated. Both gentle­
MD .... well mown to Ill'. Prank. Ladenbvg, 'J'h•l•an & co ...... 
prom1Dentl7 lDTol••d 1D the reoent 'llD4el'Wl'lt1Dg ot tao,000,000 of 
pretel'l'94 •took of BaDk of .&aerloa. A• a ... •ult of tld.a UDder­
wrlt1Dg, Ill'. ll•rl and .... Lall:• beo- 1Dt• ... •ted 1D •llpe41tlng 
tbe ••ttl-ent o the dl•pute between Tran•-!'ioa Corporation 
and tbe SBC. The7 oae to •••h' ngton OD Prlda7, Jlme 28th, pur­
nant to tbe 8.CHllMDt I had -de. 

. At • oontereno• 1D Ohalrman Prank'• ottloe llr. Siegel and 
Ill'. Lake upla11111d that 'lhlle the7 we ... not generall7 rep ... aent-
1Dg '?l'ana_.rloa Coip oration the7 , ..... authorlaed to dl•ou•• 
with ua the problw ar1•1Dg 1D tbe dell•t1Dg prooeedtng. Ill'· 
81•&•1 aoted pl'imu'llJ u •polcemm. Be told u that he had 
v19d upon tbe offloen of Trw .. rloa Corporation, and the 
G1•""'"'•• the importance of dl•po•lD& proaptl7 of the deUat1Dg 
oue, an4 bid p•r•uaded tti.11 that their be•t oourae would be to 
atlpul•t• all ot the taota ~rlJ1Dg tbe oharg•• contained 1D 
tbe or1g,n•l ord9r tor bearing. Be aaicl that he had clone hi• 
beat to ••o•rtalD What the•• taota were, md had •bodied them 
1D a atataent ot taota, 'lltlloh he propoaecl to hand to ua. He 
told u that be •l•hed ua to ex1•'n• hi• draft atatwnt ot 
taot•J that 1t tbere ..... anr other taota whloh we oonaldered 
pertinent 119 would endea•or to 1Dolude th- 1D the at1pulat1on; 
that 1t a aatl•t•otorr atat ... nt ot taota could be ... aobed 
Truw ... r1oa would tben p ... pare and tile auoh amendment• •• 
a1&ht be neo•••ltated bf the at1pul&t1onJ md that the prooeed-
1DS• oould tben be Wrai.Dated without tvtber publ1o hearlDS•· 



• I • 

11r. PNllk and I Md9 lt olear tllat W'hil• a •tlplll&Uou of 
faot• •• U to-4 bf tbl C-1••1• to be utl•faok17 Ul4 -
ple'9 - ~Mite the pl.aoe ot tbl t•'lr1nc of t••tlw7 at a 
pal»Uo be&I' , tbl 0-1••1• CIOlll.4 not d1epo•• ot ti. oan 
Wit!Mnlt an op on ad ti-i order. •· liepl 414 not appu• 
entl7 qu•tlcm tbl Pl'OPri•'7 ot thi• po•ltlon. 

Before taklna Jlr, 81•g•l'• propo••4 •tlpulatlon of faot• 
•• ezpla1De4 to h1a that tbl 0-1••1on ba4 tentatlY•lJ' a4opte4 
a :NT1••4 Ol'der for Maring ba•ed upon ti» uan1natlon of 
Tl'ana-rloa'• boob wbioh ti» C-S.••lon•a aooountant• bad 
been oonduotlng for ti» put 7ear. We ottered to •bow Kr. 
81e19l a oop7 of tbl tentatl•• re•l••d order, but •lllS••t•4 
that lt llO\lld be •1•• for h1n fil'at to ••OUl'tl •peoltio autbol'-
1'7 both frcm Trane-rloa and tbl Bank of AMrlca. Jlr, 81•g•l 
undertook to do •o. 

On Pl'14a7 afternoon Jlr. Slegel and Jlr, Lake returna4 to .., 
ottlce, an4 Jlr, 81egal dlotated 1n 117 preaence a latter ln 'llhloh 
he •tated that ha had talked oYar the telephone both •1th John 
11. Grant and With L. Jl&l'ie Gtann1a1, and had been authorlaed b7 
tbala to 41•cua• •1th me the content• of the tentat1•• reYi••d 
order . TbeNUpon I ~d h1a • oop7 of the reYlffd ol'del'. 
Ill'. King, wbo -• •1th M, ran onr tbe order With h1a aol•lJ' 
tor the purpoae of lnd1oatlng wblch of lt• pangraphe lnYol-4 
-tt•r• not contained 1n tbe or1glllal order tor bear1ng. .. 
&l181••ted that Kr. 81epl and Ill'. Lalre •tud7 the reYi••d order 
o.er tha 119elrend, and return to a:r offlo• for turtber d1eou••lon 
on Jlon4a7, .Tll.17 lat • 

Jlr, 81egel and Kr. Lair• c- to •J' ottic• on Jlon4a7 morn­
ing, Jul7 lat. 11r. Jt1ng -• with•· Th97 told ua that theJ' 
had •tudi•d the renaed order, and Jlr, Slegel aho•ed •• por­
tlona of a letter 11bloh he had dratted, directed to Tranaanerlca, 
1n 11blch :i:. ---.rlaed the oontanta of tbl J'eYl••d order. Be 
then ulred wbtther .. regarded hi• atlpulatlon of tact• u 
aatletactOl'J', 1n •o tar u lt dealt with the -ttera contained 
1n the or1g1nal order tor :t.arlng . 

.. 41acuaaed the atlpulatlon ot tact• tor about t wo bour•· 
Jlr, IU.ng pointed out m••roua reapecta 1n orhlch the atlpulatlon ••med to h1a to contain an lnadequata atat••nt or tbe port1· 
neat tact•· Ill'· Siegel, not unnaturall7, uked ua to •t•te to 
h1a t:i:. a441tlonal tact• which •• would wlah to ha•• lnoorpo­
rate4 la the •tlpulatlon. Wbll• I wu reluctant to dl•olo•• la 
detail tbe taota 11blch alght be relied upon b7 the 0-1••1on•a 
atatf U the ou• •hould go to b9&1'1ng, I requeated Jlr. Jt1ng to 
1D41oat• 11111atrat1Y• e:.aiapl•• of tbl tact• wbioh •• •oul4 
regard a• neoe••arr· 11r. Siegel took not•• of all the taota 
-ntl-4 b7 )Ir. nnc. bat tbe 41•01l8•1on ... ·---t -•atl•­
faot01'7, u Ill'. 81•1•1 undertook to d1apute e1t:i:.r tbe aoourac7 
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or tl:w rel••ano7 ot ••oh taot suas••t•d· I pointed out to vr . 
Siegel tbe ext...-. d.1ttloult7 ot working out an7 ••tl•t•otorJ 
•t1pulat1on ot taot• in a oa.e where the ultiaat• oonolu.1on• 
mu.at uo.ea1uil7 re1t upon inter.no•• drawn trca a •u• o~ 
apparentiy unrelated baelo taote. Flnal.17, I 1u.gge1t1d tbat 
th• oontll1"9noe be adjourned to enable - to d.1aou.a1 the matter 
f"urtblr w·tth t» c~111on. 

Cbl1ter 'f· L&De 

CTI/alb/ego 

' 
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Oontennoe With Mr. Alu&Dder s. 51•&•1, ot 
Van Yorat, S1•g•l and a.1th, ••• Yo:rtt:, 1.Y., 
Ul4 Mr. ft&rr7 r.ko, of LedMlbuJ'g, Tba1- • 
Co.,. Ch1oago,. Ill1no11 

Jit•t Tr&na-.l"ic.a CorpoN.t1on 

At •1 oont•r•no• on JU.17 lit • 1tb ke1ar1. Siegel and. Lake ( 111 ~ran.dla ot oont11'ello1a1 June 28th and 
J'ul.7 lot) I ulco4 tor on a4J-.nt 1n ordor to be able 
to 411ou1• t.be aatt1r t\a.rtl»r Witb the C~•1lon. KJ-. 
ll.D.g aa4 I tan.cs tbe 111&ttu O't'tr • 1th the Caai11loo 
at a M1t1.D.g on the a.tt1n:J.000 or J u.11 lat, and I aJ.10 
bad a d.110\l1a 1on With llr. Tr•&AOl" b1 t.el1pbon1. M•11r1. 
Siegel and Lake returned to ll1 ottlce on the 1DOl'n.1ng ot 
W1dne1da7, Jul.7 ard. 

xr. s11g1l opened ttw d11ou111on by propo11na to 
continue • 1tll an ana.11111 ot tb1 t1cta •h1ch • • would regarcl at 1111ntial to a at1pulatlon. HoweTer, I tug· 
g11t14 that t.n1 auch rurther 41aouaalon be defll"l'·td 
peD41ng a 411oua1 lon ot general prinolpl11 . I told bJ.a 
tbat U-. Coaa1111on waa agr-e1abl1 to an ettort to work 
out a at1pulat1on ot .raota wbiob would be ue4 u tlw 
Neord upon whloh t1MI C--11o1on mght baoa 1to t1n&ng1 
&D4 order. I 1n41cated, bo•••er, tbat I regarde4 the 
•orld.ng out ot euob a at1pulat1on •• a gift and talc:• 
Job. I ••14 that 1t •• • •r• to end.1a•or to 1.n!orm h1a 
ot tbl taot1 11bioh •• cone1der14 ••••ttt1&l to our o•••• 
• • would neoe11ar117 ~ t o 10Mi extent 41101011.n.g the 
nature and theory ot our oa.1• 1n ad•ano• or Maring, 
11' <m• olloul.4 be bdd. I oa14 I • oul.4 be • 1111ng to 
dO tb11, at l eaat up to the point w»r. it bee .... ·~­pa.rent tbat ettort1 to work out a at1pu1at1on would. be 
tl'\lltl••• J but that I would d.o it 01'117 1.r u. ..... roe a 
Noogn.1 t1on on the otbar •1d.• ot u obl1gat1oo to 411· 
ol.oee tl"&Dkl.7 to ua all t aot1 ~ob •• aight 000114-r 
rwo•••t.rJ., 9bttber or not they appeared on tbt au.rtaoe 
r.l a•ant to the ohargee in the pl'"opoaed ol"dtir. More 
epeoitioall7, I aa1d. tbat .. oo\lld not enter into n1fo­
t1ation1 tor a at1pulat1on 1n•Ol•1.ng trankne11 on al 
•idea \&Ill••• it • •• Wlderatood tbat the pr1.no1pal ottioer1, 
nob•• Grant, the 01um.1n11, t.n4 Andr..,,.., wou.14 aaka 
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t_el,..• aqual.17 aftilable to dlaouaa tlall7 an4 
hanltl.7 all ..,.i .. or the o...S.r, - to rill 1n tba detail• or D&rllnlar tranaa .. tlona • 1th Wbloh • • llllht be onl7 partl7 &C>qll&illt•4. 

I a44a4 that 1! n•gC>tla.tlona • • ,.. to b• oon· 
®oted on tbe on.17 bu11 • h1oh ••••d to •• to be aatlaraotor,., 1t .. _94 t o • obrtoua that tb&7 aboul.d 
H condncted not 1n Wa.• bington, but 1n San P'r*nolaco, Wb.era the orrleera an4 HC>ordo would be na.llable. I 
wad.ertook to baT• Kr. Treanor p:re1eot 1n SM Prano1eco ror th& b9glonl.ng or n•got1at1ona b7 Kon4&7, J\117 8th, and t o b&•• Mr. King in San Frano1100 a1 promptly aa 
poa albl• tb&reart9r . 

Ill'. 81•g•l ea.14 h• entir-17 &gHa4 with the 
a etbo4a or negotiation Wbloh I auga-atad, an4 would 
r•o~nd. tbm. to tlw Trana-•r1oa 1Dtereat•. B• po1nt9d out that a.DJ negotiation• un4ertak•n on thia bHia ahould b9 Wit hout prajudloe aa regarde an7 ad­
lllaaion aa4• b7 tb& Tranaamerioa 1nt•rHte in the cour1e ot the negotlat iou, and on tb9 und.eratan41ng that 1! n.egotiat101U ah<Nld break down no auoh aa ia­
aioce eboW.d be uHd a¢nat t-. I ea.ld that thi a 
underatan4in& would be agM•abl• to .. • llr. Siegel aa.ld l>t would telephone Grant and th& 01annin1• and 
l•t me know whether tba7 would be willing to go ale1>4 on thia baal a • • promptlr aa poa11bl• · 

a.ton conel ud1.ag th• contarenoa I atrea1ad yain the 1aport..:1ce or ratra1ning rroe ..-_nt, dur­ing tb& ra .. t-tinding period or the nagotiationa, ae 
to tba ralnanoe or partloular ract• in Wbloh • • 111gbt be intarHt•d· Ill' . Siegel aa.ld t hat h• would undertake 
poraonall7 to ••• t hat no auch argument• t ook plaoo during th• ract·tincllJ:>g period, and that dioouaaiona 
ot rele•anoa would be r•••rT•4 tor turtti.r oontar.ooea 
ritb • 1D Wa.1bJ.ngton att•r both e14•• • •r·• eat11t1e4 that all tb& raota 1n•ohed Md b&tD HetrtLlntd. I n 
tb.1.1 oonoeot1on he apolog1&ed to Mr. X1n,g tor ti» at­
titwi• 1fbloh he had taken a t our earlier oonterenoe, 
and • hiC>h 1 • rererred to in the laet paragraph ot m7 -oran4.., ot oonrerenoea on Jim• 28t h and Jul7 1. 

l'inall.7, I told Kr. Siegel that I bad aoe turtl>tr 
aacgHtion Wbloh I • H hH 1tant to make. I Hid that an7 reapondent before t he SIO bad a rlght to be rapl'9-• •nte4 by oounael of 1 t1 own obooa1ng. Jlgwewr,, I 1a1d. 
that our pHt oootaote • 1th oertLln of the 01ann1D1 oou11 .. 1, 1nol11d1ng partioula.rl7 l"•rrar1 end K.uHro, bad 
be•n 1uob a.a to ~ .. bel l•w that &nJ negot1a t1on.a 1n Wbloh tba7 t ook part would be prad.Htined to ra1lve. 
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1 then.tor. urged tbat it bi• client• • i•bed ••.rioualJ to nego~1ate for a a tlpulatlon, tbe7 abould ~rait t~•l••• to be l"epr.aeated by .en l .1ka b1.a1alt or .... euahln& (Wbo bad handled tl1e negot1a t1on1 between tl>t 8&Jlk and the Treuur7 'lh1oh led to tb& Httl .. eot or ti.. B&nk'• pzol>l-). 

OD w.doe1ck7 •••n!Ag xr. s1aga1 t.elapbobed •• fl"Oa ••• York to 1a1 tbat !» bad bean 1-n touoh w1 th Grant and the 01annil>i• bJ tolophono, ond that ti..:r waH wt1rel7 agrM&bl• to prooaedi.ag upon the b ... , whicb I ba4 outll.Md.. Re ea.id that. aooor41ngl.7 hll woul.d l &&ft 1m.ct.11 t ·&l7 tor San Prmoleoo, a nd I t.ol.d him I would ha•• Tl"eanor 1D San P'rllllolaoo to aeat b1a on Konda7, J\117 8th. 

Cheater 11'· Lan• 

CTLano 1 llUI 

• 



THC WHITC HOUSE 

WAS HINGTON 

0.Wb4r u. 1940 

M•NjQk fo r Tb• Pr111dmt,. 

T™'lfl•rice 

Jen:m.t 1l'Wllc baa aeked that you ••• the 
at.t..achtd .-:>Nndum berore 7ou talk to J eaae 
Jone•. (the lona -..ort.nd\9 ie Mre}T a re.­
ot the re.eta) . 

"'°" r.i.uu with t.ftie ea•• cl.a.ia it l• 
th• crook•.t one 1n Uiot ti....,.t&r hiatoJT or 
t.h• S!C. Caalleei cc.er M.aJ.T hu Mid that Lt 
Ute r.cord or proc-~e 11 not. tol.lond 1.n t.h:ie 
cue, he "'111 Mike a public a t.t.aclc cri t.ho Ada1.n.1.­
tra.t1on; ho ti.a heard t h&t. t.h1 Oi&Mini1 haYe 
bo•tt!d I.hey will 1et. t.hia t••• "•ettled"; indeed, 
t.he Glannin.ia hive boa1ttd to much about their 
f.blllty to get it. aet.t.ltd t.hat. they havo mado it 
almost impotaible tor the SO:: to deal with t.hea. 
(See the att,ached tele,,.._ to J i.a Treanor, Couneel 
in cb&rp or the caee). 

The Ca::aJ.1rionon an unanimous 1n their at.t.1-
t.ude m t.hia UH and, fnut.kl.7, t do aot. bellne 
thq wUl. c:blrllge tbieir a!M. I know tr.:.,. baTe 

ullcod ... Bill °""JU• - - .. ~ ,,.,.., ·­t.o go ahead. 'lbe ....&>.ra or U.. at.art woridni c:n 
the cue *"' pr.cticaJlT r-.d.1 u tt.arp a J"ftOlt. 
~·t. t.M Coalia.S.on beoca.uae th.,. ecmot. undt,... 
ti.and it.a dllat.c>r:r t.a.ot.ict. 

'There a.re enough untriendl,r pert<ln.1 in the SIC 
to O&ke any poeaible COIDpl'CllUae a political weapon 
ai.inet. the Adminittrttion. 

J ... a Rowe, J r. 



[DWAlllD C. (fC.tj C:lll ............. 
I~ Y• -
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October l2, 1940 
In res Giaoo1ni• (Tl"fe!!!Ultrle&l 

Thie - reprHenta the Yi ... of Leon Henderson, !cl Eicher and ~el!. Wo belioTo that it 1e 1apoas1bl• for the SEC to deal "1th this case (ae the Gianninie desire) di.ft'erently tro .. other sUdlar cases, and t hat , if we were rlllina to do so, tho reoult, ror the roaeons ototed below, aight well be die­aat.rou.a to tho PrHtdent and tho SEC. 

Tho written r•ports, in our files, or TUT able ar.d consc1ent1oua ,...bera ot our atoff are such that, if they are correct, this caao, in the opinion of eney SEO Camdeaioner w!lo has conoidered it (includina Bill Ilou:ilae, under 
whoae Chain.anohip the public proceedini;e were boaun) is on• of the most nasrant in tho history o! t.ba :l!':C . 

Joese Jonos , Who has never had eor;potrlonc• on a quaai-jwltcial. bo<l;r, IM1" be inclined to believe, and uy eo report, that n are aOMWh&t over-&eaJ.ous, legaliatio and impractical.. To set t.hst notion at rest, i t ~ be desirable to consult Bill Dougl.H, Who, because of his experien: e, obviously i s sble to under­
stood the case better tbAn Jeaee and is !ully as desiroua ot protecting the Presidant. 

Thi• case na berun about too years ago and has been aubj•cted to _.ery lc1nd 
of delqing taotica lcnown to tha bar . The pr•••nt public hear!.ng, a!t<1r """17 post­ponements made at the request of the Oiannini a, was set for October 1', 1940, to permit the 'llOrking out of the first step of a reasonable l'r oposal Nde weeks ago 
by the SEC and then accepted, in principle, by A. P.* U that tirst step had been 
taken there would have been a further postpon•""~ of the heariq; for IOTOraJ. 110Dtha. !!ut A. P. recentl.y repudiated that proposal. Ho threatana auit to enjoin the SEC unlesa there ia a turtller poatpon .. ont; but, wbil1 &buol.ni; tho SEC counsel 
(aee attached telegr am} , ref'uso1 to ask for one , HOll'ever , at the request of Jeu1 , aa creditor of TranoaMorica, we postponed tbe htarine until October 21., to porllit further discussion. 

But, except on the bosia of soooe reaaonable proposal, it will be tapossible to vant a !ID'ther Mljourzuent without grave dan;er of provol<i:la a denuneiatory public etotement, concerning SEC impropriet y, by Coomisa1oner Healy. He is (and 
justi!iably) aroused by the fact that, a!'tar weeks of t!fort en the part of the 
SEC , " · P. has repudiated the proposal to:> 'llhl.ch he agreed in principl e) he be­lievoa that the llianninl.a are aoraly st.allinf. J.nd , as not-.l below, ha 1e -..re 
t.b:&t A o P. has bout.od ttat, because of h11 political influence, the cue will be •aettleci. • 

The trut h ia that what the Giannini• ore no!f seakin& i• acmet.hing which they have o!ten propoeed (llhUe and e1nce Bill Douglu was ChairmM) and which the SEC 
has aJ.wa,y1 !el t oblieed to ref'uH, i.e ., tha diseiual of tha ""tire easo w1 tllout tho talci.'11 or eTidonce at g public l:aarinc (or a atipulat1on of facto Wed 1n 
the public hearin& record) and without publiahed tinding1 by the sre based thereon . 

Ed, Leon and I belieTe that, oven if we found it po11ibl• to do eo, !or the SEX) to agree to auch action would have p;rav1 coneequencoa, not only !or the SEC 
but aJ.10 for tho PrHident, !or the foll.ow1na reasonas 

(l) It would inToln a d•l"'l'~W-• tr .. the q.;c 1ntorp'etlt1on or \.M atatute in other 11a1lar cueo. 1hat intorprataUon 11 will known by the bar . 
i Thia propos&l wa• madi .con i1t1r an earlier effort failid &tter week1 of work on t he part or the SEC , 
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!lo a~te explanation could be giYen tor a di!terentiation ot th11 cue. And th• 9F.C QUiht nner to be in a po11t 1on where i t s acticna, in • qua1i ­jud.1oial caae, are baaed on IOl!lething o t her than the vi.,.• o! its own -1)ere as t9 their stetutocy obl1cat.1ons •• applied to th•. !act1 ot the particular ca••· 
(2) On HYeral occaaiona when the press haa reported that A. P. said the caae Would be t hus •settled," C0111111111ioner Healy has said that, if it were -or 1! we did not exped1 t ioual;r proceed wt t h the cue - he Would m.ake a public stataent that the case bAd been •tixad• due to A. P. 's boaat.ed political in­nuence, and r e!er to A. P. 'a contriblltions in earlier campaivia. 

(3) Some o! the able1t 1'0Clbers o! our sta!t have r.orked on this case. A. P. ha.s braga1d to •Oil• ot t hen or his "ini'luance. • It the case is not dealt with as other aildlar c&Hs have baen, S<De o! thes are bighl;r llkel7 to resign , statl.na their suspicions in .. ~ch a ~ that tbeJ' will soon be case public . 

(4) In an;r event, s1Y1r el;r adverse cocmnents, concerning discriminatory treatment in t .. vor of A. P. , would allllost surel;r appear in the preas . For tbe presa 1a a.rare o! the gravit:r of the case due to (a) the contents er our notice ot hearing published in 19)8 wt:-.en the case " .s be!:un, and (b) the disclosures 
in the inJunction suit. 'brou,iht acainat the Sl!I:: b;r the Bank in 1939. l'&ny new1p&permen Al.so know that A. P . has bragged that his political innuence would atop the case . 

The attachad ""'""' .-rizes the aitustion "'tho!!t d1Yeloping all the co=plicated dot.alls . 

Jerorre N. Frank 



Telegr&l!I r eceived by J...,es " , Tr eanor, SBC lawyer , At the San 
Franci sco O!!iee sent trdm Los An•eles , October 9 , 19'°· Lietated 
over the l ong dist ance talepl\Qne by llr , Treanor, 

You know, Jim, you had ~• pr etty much fooled e..fter our con­

versation on your being on the up and up and on the square, especially 

e..fter you invited Louis !'errari* to Cape Cod ,** ae beini; an absol utely 

oineere Christian out to ~.t o~ the tacts anci not trick anyone int o 

&n arrangement designed •ol ely tn cistort t he facts and •~ear peopl e 

"1lol.ly on behalf of t he crookedest of crooks , Elisha »'.alker , ond his 

tool Carpenter, who has been sittin'I' i.:\ 't.1.th you 'ellOi"s on that 

diabol ical conspiracy against onr i nsti tution . 'i'he ~earin3 Ti.met.rust 

release appearing L'l tho !lews •nd Chronical o! the other cia,y*** a.::d 

your sugs ested instituti onal ameadntents absolutely convinced me o! 

'your insincerity and ~~liberate t r ickery. 

I•/ ~ - P . OlliJ:ffilI 
• 

* G1anninis ' laeyer and relative, 

*"' To C(l:U'M° w1 th our Ce:::eral Counsel 

"** A nem1 story, not inspired l:;' or put out by the SEC , based on a portion 
of an SEC br ief filed in & <>&•• ponding i n court. 
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Ootober 11, llltO 

!!l!9JW!J!!!! 

'l'bia publ1o prooee41ng (to detelWln• whether there bav• 

been auoh nola t1ana or the lllM ut •• t o require tib• del1at-

1ng of 'l'l'an•-1o• atooll) -• began, 11114•r 8111 DcNal••, 'b7 
a publ1ahe4 not1oa of hearing, 1n 11188, whioh aet forth, 1n 

etteot, that there ••• reaaon to bal1••• that there were gravel7 

falae •t•rial atat-t• 1n the reg1atrat1on atat-nta pub-

11017 f11e4 With the 8., . ~f COW'aa, 11114ar the atatuta, in• 

vHtora are ant1tle4 to rel7 • •uoh atat-ta •• truthtul...J 

Whan the oaH ••• baa- it ••• widel7 publ1ohe4 b7 AP, who 

h1re4 :1441• Bama7• to put out relea•H danouno1ng th• SllC 

ai.>at 4&117. Purther publi c1t7 ••• given through th• publ1ca• 
~ 

tion of oorreapondenoe between Don Richberg, repreaant111c th• 

G'•, and 8111 Douglaa, wbo wu •then Obairman. More publ1o1t7 

rHul tad troa a au1t tor an 1njunot1on brought b7 th• Bank 

• again at the SBC . 

Th• alleged fal•• it_. 1n the raghtration atate-ta 

(upon wh i ch inveatcra r•l7) .. 7 tor oonven1mo• be 41v1de4 into 

what, 1n thia ••o, w111 be oalled Olau A 1tem and Olua B. 

itema1 

* Tb• oan i• reported •• ~ ot •1Aa • •. W1111aa ~·. et al . 'ftl• oovt of App .. for~utriat OI dolCd 
th&t Ebe SBC had a ri.gbt to 1nqu1re 1nto the oorreotnaH of th• Bank'• f1gW'H a o tar •• thq ••r• retleote4 1n tha Trana ... r1ca 
reg1atrat1on atatamenta. It oritio1ae4 th• part1oular aubpoenaa 
wbioh had bun 1Hue4 and remanded th• oau to th• D1atr1ot OOW't 
where it 1• at1ll pan41ng. 

' , 
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Ola•• A 1t ... relate to alleged gro•• tal•1t1 .. 1n th• 

Bank'• tlpl'••· 'ftl••• alleged ta1•1t1•• oonoel'D th• SBC b•­

oawie •took ot th• Bait 1• one ot th• -Jor a•••t• ot TNna­

amer1oa and beoauae tho•• Bank tiglar•• are therefore retleoted 

1n th• t1gure1 1n th• publ1ol7 t1led reg1•trat1on •tataatnt• 

ot Tran• ... r1oa. So tu a• th• Bank'• book• are oonoel'Ded, 

there ha• bem a oorrect1on 1n tho•• t1gur••, -d• •1no• th• 

SIC pl'OCeedlng •a• begun, bf agre-nt between the Bank and 

the Trea1UJ'f, wtl1oh ha• 1upe:nh1on ot tbe Bank. It ha• been 

erroneouml7 a••U11ed bf •oae per•on1 that th• agre .. ent •1th 

the Tr•a•UJ'f d11po•ed ot that part ot the SEO prooeedlng•• 

'l'h• truth 1• that, 1nanmoh a• th• Bank ha• rMobed 1t1 agr••­

aent •1th th• Tr•a•UJ"1, the SEO ha• agreed to 41apo•• ot that 

part of th• oa•• relating to th• error• 1n th• Bank f1gur•• 

•• •oon a• Tran•aaer1oa f1l•• publ1o aa.ndmeot• to 1t• reg1•­

trat1on •tate.-it1 oorreot1ng tho•• Bank figure• 11Ub•tant1all7 

1n aooord w1th the agrea111ent •1th the Tr•••ur7, 'l'b.h h th• 

moat th• SIC oould legall7 do, 

But, wboll7 apart trcm tb• alleged tal•1 tf 1n the Bank 1 • 

tigur••, there •ill r-1n llbat I ha•• oalled Olea• 8 1t .... 

'l'h•J oo.pri•• tal•1t1•• 1n th• f1gure1 of Tran•aa•rloa, and 

1ta aub•141ar1•• other than tbe Bank, wblob will not b• reot1-

f1ed b7 a oorreot1on, 1n Tran• ... r1oa'• r•g1•trat1on •tat .. ent1, 

of th• Bank'• f1prH. If the oarburetor and th• olutob of a 

oar are out of order, 7ou oannot tu both bf repairing onlJ one. 
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Aoool"d1.ng to th• SlllO atatt, th• tal•iti•• 1D tbo•• Ola•• B 

it ... ar• tar mor• ••riou• than tho•• involved 1n th• Bank'• 
tigur•• (Olaaa A it ... ). 'lh• Oolllll1aaion oannot d•al with 

that part ot tb• oa•• ditter9Zltl7 tro• other a1lll1lar oa•e• 

relating to oth•r oompani••• In auoh other oa•••• the ccm­

m1•1ion ha• regularl7 held that, oooe a publ1o hearing ia 

called, the obvioua obligation to 1nveator• and th• public 

-ices it 1aperat1ve that a oaae cannot be d1aa1•••d 1n the 

abaenoe either ot •videnoe taktn at a public h•aring or ot 

a at1pulation ot taota tiled 1n tb• public hearing reoord, 

together with publiahed t1nd1ng• made bl' the Collllliaaion, baaed 

on auoh evidence or stipulation. 

Earlier th1a 7ear, an ettort waa made bl' tha SEC at the 

augg••tion ot a lawyer, Siegel, on behalt ot the G1a, to work 

out a total atipulation ot the taota. Atter aeveral weeka 

devoted bl' th• SBC to auoh an ettort, it oame to nothing. 

Soon after, •arl7 1n Auguat 19-M>, the SEC revived the 

tollow1ng auggeation preTicnal7 mad• b7 it, wh1oh, week• ago, 

waa aooepted 1n principle, b7 ~. deapite Ilario'• proteatt 

A.111.nded regi•tration atatementa to OO'Hr th• Olua A it ... 

(th• Bank'• tigur••) were to be agreed upon betw••n Trana­

amerioa and the SlllO and wer• to b• tiled b7 Tranaamerioa. 

That part ot th• oaae would then be d1nd.aaed without th• 

taking ot •videnoe or a atipulation or publiahed t1ncllnga b7 
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th• 8BIO. 'lhen that waa clone, the publio hearing waa to be 
adjourned to give time to work out, ao tar aa poaaible, a 
atipulation ot tact• aa to tha balanoe ot th• oa••• If that 
ettort proceeded 1n good faith, there would be no t\arther 
public hearing tor ••••ral 11CDtba. A• a reault ot th• failure 
ot th• earlier (Siegel) ettort, it waa underatood that, 1n­
etead or waiting tor a total atipulation, •• aoon •• an7 it•• 
ot tact• waa agreed upon, the atipulation on that aubjeot 
would be treated •• final. It waa alao underatood that tha 
8100 would not treat, •• an admiaaion or error bJ Tranaamerica, 
th• amandmenta to it• regiatration atatementa (i.e., •• to 
the Cl••• A itema). On the other hand, recognising that r1cti­
t1cation ot the Bank'• tigu.rea would not rect1f7 the other 
t1gurea, it wa1 underatood that th1 SBC counael ahould not be 
precluded trom ••••rting tact• bearing on error• 1n auoh othet" 
itema merel7 becauae aom• ot tho•• error• resulted trom the 
aame tranaact1ona which bad cauaed the error• 1n the Bank'• 
t1gurea. Whan the at1pulat1on, eo tar •• it ••• poaa1ble to 
at1pulate, waa coapleted, it would be -d• part or the public 
hearing record. It 1t d1d not oover all matter•, than it 
would be aupplemented b7 evidence taken at a r••waed public 
bearing. On the baa1a or the atipulation and auob evidence, 
it an7, the Oomdaaion would then -.Jee and publiab it• t1nd1nga. 

Working on the baa1a or the foregoing propoaal, the SBIO 
reoentl7 agreed, down to tbt la•t detail. an U.• ••-"--+· 



, 
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concern1ng th• Bulk'• f1SU1'••• •1th T'l'ana ... rica•• l•WJ•r, 

Perru1, and AD41'•••• the chief t1nano1al. ott1cer ot th• 

Bank. Perru1 •H •aaer to ha•• tho•• •-""-ante t1l•d 11114 

to proceed •1tb work on th• 1t1pulat1on ot tact1. Dien, how­

•••r, the propoaal ••• rejected b)' AP. 

S•••ral rea1ona ha•• been •d•uiced b7 lfar1o to Je11e Jon•• 

tor tllat repud1at1ona (•) JllU'1o ••7• tllat the propoaed aaend­

manta of the Bank'• figure• are not 1n accord •1th the Bank'• 
•gr•-t w1th the TJ'•••lll7• But tho•• aamdmenta ••r• tull7 

aareed t o , •• noted abo•e, b)' th• T'l'ana ... rica l•WJ•r and th• 

Bank'• ohi•t t1zlanc1al otti cer i that did not, howe•er, deter 

AP troa acou11ng our l•WJer ot tricke17 in connection therewith. 

(b) Ilario, going back on the underatanding, 1na11t1 that no 

part of th• atipulation ahould be oonaidered •• final until tbl 

entire at1pulat1on ha• been worked out. (c) ilao, going back 

on the underat&D,d1ng, he i• 1nai1t1ng tllat, it an7 alleged 

tal•it1H 1h iteu other than the Banlt'• tigurH were oauaed 

b7 tranaaotion• which •l•o oau1ed alleged error• 1n the Bank'• 
tigurea, thm th• SEC oounael -•t not go into th•• (d) Be 

cbargH that the Sl!C haa been unfair 1n reoentl7 wlr1ng a pub-
'· lio rel•••• to the pre•• 1njuriou1 to the G'•• oonoern1ng th• 

Tiaetruat o••• now pendsng in th• Pederal Dhtriot Court 1n 

0•11.tornia. There ii no truth 1n that complaint; •• tar •• 

•• h••• been able to deteraine, a newapaper aan recentl7, on 

hi• own 1nit1at1•e, belated17 r ead a brief tiled 1n ccurt, 

•oaet1.1ae aco, b7 the SBC, and then •d• • nn• ato17 ct it. 
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.&.tter repeatecl poatpon..-it. at the requeat ot 'l'l'ana• 

... rioa, th• publio he&l'i.ng waa ••t tor Ootober 14, aubjeot 

to adj~t to work out th• atipulation, it the a-4-

menta t o the regiatration atatement• were t11ecl. A1'ter ha•ins 

repudiated the propoaal alDlll&1'i&ed aboYe, Ilario told J•••• 

that nit would be' begun t o enjoin the SBC unl••• there waa 

a turther poatponuumt. But th• G'• retuaed to ••Ir: the Sl!IO 

tor a t'u.rther poatponement, At the requHt ot Jeue, •• 

creditor ot Tranaamerioa, the Commi••ion granted a poatpone­

ment until October 21, to give time to diaou•• Ilario'• oon­

tentiona. 

Ilario haa reoentl7 made this atartliDg ·~••tion to the 

SBC ooun1el1 Tran1amerioa would prep&l'e propo1ed amendment• 

to it1 regi1tration •tatement1 coYering all itema whioh it 

conaidered called t or an7 oorreotion, It would then aulmlit 

thoae amendment• to the SEC. It the SBC con11dered that the 

emand.ment• corrected all the neoeaaar;y itema, then th• o••• 

would be di1mi••ed without an7 evidence or 1t1pulation and 

without an7 published finding• b;y the SEC. It, however, the 

SBC then oonaidered th• amendment. not adequate, the matter 

would be referred b;y Tran1amerioa and SEC t o 1ome third peraon 

aa &l'bi tra tor. 

ot oour1e, 1uoh a propoaal would Yiolate t he atatuta, 

ainoe th• SBC i• diraoted b;y Congr••• to aot •• a quaai·J'1dioial 

bod7 in auoh o•••• and to make it• own tinding•J it cannot, 



. 
• ' \ 

- 7 -

therefore, lawtul.l.7 agrH tbat •-e th1r4 penon ehoul4 4eter­

a1ne 1t• 4eo1•1ona. 

It further 4eta1le are 4H1re4, thq oan be evppl1e4. 
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