


UNITED STATES OF AMERICA 
Before the 

SECUR ITIES AND EXCHANGE COW IS SION 

. . 
In  t he  Matter of . 

HmBERT RAPP, d/b/a 
WEBSTm SECURITIES COMPANY . 
37 Wall S t ree t  
New York, New York : 

Ff l e  No. 8-4722 . 

BEFORE: 
7 

Sidney U llmatt, Haaring Exam1 net 

APBEARANCES : Andrew N. Grbss, Jr., Esq., Davfd W. Smith, Esq., 
and Richard F. Burke, Esq. fo r  t h e  Division 
of Trading end Exchanges of the Cornmiasion. 

David F. Lubell, Erq., Lewi s  Goldstein & Lube l l ,  
on behalf of reg i r t ran t .  



I. NATURE OF PROCEEDING 

Thc Securities and Exchange Ca~rmiseion instituted this 

proceeding pursuant.to Section 1S(b) of the Securities Exchange 

Act of 1934 ("Exchange Act8@) to determine whether it is in the 

public interest to revoke the broker-dealer regirtration of 

Herbert Rapp, d/b/a Webster Securitier Campnny ("registranp) 

and whether, pursuant to Section 15(b) of the Exchange Act, 

pending final determination of the questim of revocation it is 

necaraary or appropriate in the public interert or for the protec- 

tion of investors to suspend his registration. 

The Order for this proceeding was originally issued on 

August 8, 1962, and was aa~lnded on September 26, 1962. As mended, 

the Order raises the following matters for determination under 

the broader issues of the revocation or suspension of the broker- 
1 / - 

dealer registration: 

(1) Whether registrant failed to file with the 

Comirsion for the calendar years 1958, 1959, 1960 and 1961, 

l/ A8 rpplicable to this proceeding, Section 1S(b) of the Exchange - 
Act provides that the Comission shall revoke the registration 
of any broker or dealer if it findr it is in the public interest 
and ruth broker or dealer is permanently or temporarily en- 
joinrd by order, judgment, or decree of any court of competent 
jurisdiction from engaging in or continuing any conduct or 
practice in connectioh with the purchaoe or sale of any security, 
or her willfully violated any proviaion of the Securities Act of 
1933 or the Exchange Act or any rule thereunder. 



reports of h i e  f inanc ia l  condit ion as required by Section 17(a) of 

the  Exchange A c t  and Rule 17 CFR 240.17a-5 thereunder, and there-  
2 / - 

by w i l l f u l l y  v io la ted  the  sec t ion  of the  s t a t u t e  and r u l e ;  

(2) Whether r e g i c t r a n t  was permanently enjoined by a 

decree of the United S t a t e s  District Court f o r  the  Southern District 
3 1 

of New York, entered on August 13, 1962; from f u r t h e r  v io la t ione  of 

Section 17(&) of the  S e c u r i t i e s  A c t  of 1933 ("Securi t ies  A c t n )  i n  

connection with the  o f f e r  and sale of the  common stock of Taylorcraft ,  

tnc,; and 

(3)  Whether Herbert Rapp w a s  temporarily enjoined by a 

decree of the  United S t a t e s  D i s t r i c t  Court f o r  the  District of 

Hew Jersey,  entered on August 22, 1962, fram fu r the r  v io la t ione  of 

Baat$en I?(@) af the  $ecurbtles Act I n  connection with the  o f f e r  and 

sr lo  eC tho o m e n  #took e i  f .  

("Dlvlalenfi) a d  r o l i a  t r r n t  mrr roprearntrd by aeuear l , Tito evCdenae 

eC thr Dlvi8ien i n  auppr t  eb tho rbova Lasuoe -8 8ubatsnt ir l ly 

deaumontrry. R r ~ i a t r r n t  Lntreduard ne ovidrnar anel did net f r s t i f y ,  

a/ root ien 17(r) ef fhr trcahmao Aat roquina rvory r r$ iaerrrd brekrr 
or  d r r l r r  to  make auah rrgastr r a  the Colllreiaaion by i t 8  rule8 and 
rr6ulr t iena wry prrrar ibo a8 noara8ary sr  rpprspr i r t r  i n  ths publia 
in to ra r t  or fo r  tho pretrat ion of inwatora, 

Rulr 17r-5 r r qu i r r r  ovary brolur or d r r l r r  t o  filr, d u r i n ~  rroh 
or l rndrr  yrrr ,  r r rpor t  sC hi, C inmai r l  aondition r a  of r d r t r  not 
mrr than 65 dry8 pr ior  t o  tho f i l in l ,  

I k r i n  tb h r r r i n  tho d r t r  of r n t r  of th ia drarrr war mrndrd 
trol f u ~ u a t  9 ,  1912 t o  ~ u l u a t  13, i k 2 ,  t o  oonfon to  tho proof, 



but  through h i s  counsel he  requested t h a t  t h e  hea r ing  be postponed 

because of  h i s  a s s e r t e d  lack of app ropr i a t e  n o t i c e  of t h e  proceeding, 

i n  o rde r  t h a t  h i s  counsel  might prepare a defense  t o  t he  charges.  

Under t h e  circumstances and t o  t he  e x t e n t  i nd ica t ed  below the  re- 

ques t  w a s  denied by t h e  Examiner. 

Proposed Findings of Fac t ,  Conclusions of Law and support ing 

b r i e f s  were submitted by t h e  M v i s i o n  and by r e g i s t r a n t .  R e g i s t r a n t t s  

b r i e f  d i d  no t  d i spu te  t he  content ions  of t he  Divis ion 's  b r i e f  t h a t  

the  matters i n  i s s u e  had been proved a t  the  hearing,  b u t  urged, 

r a t h e r ,  t h a t  a n  a r b i t r a r y  abuse of d i s c r e t i o n  occurred and a den ia l  

of due process  of l a w  r e s u l t e d  from the  Hearing Examiner's r e f u s a l  

t o  g r a n t  a f u r t h e r  adjournment of t he  hearing; and that t h i s  r e f u s a l  

prevented r e g i s t r a n t  from o f f e r i n g  mi t iga t ing  evidence bearing 

upan pub l i c  i n t e r e s t  i n  the revocation. The b r i e f  urges t h e  

Examiner t o  reopen t h e  hear ing  s o  t h a t  m i t i g a t i n g  evidence may 

be preeented,  suggest ing vaguely t h a t  according t o  Rapp t h e  

f a i l u r e  t o  f i l e  t h e  r e p o r t s  r e s u l t e d  from a misunderstanding 

between Rapp and h i s  accountants  and former counsel.  A6 

i nd ica t ed ,  i n f r a ,  t he  Examiner deems the  r eques t  hollow and 

groundless ,  and regards  i t  as f a i l i n g  completely t o  show t h a t  

a d d i t i o n a l  m a t e r i a l  evidence would be produced i f  t he  hear ing  were 

reopened and t h a t  t h e r e  were reasonable grounds f o r  f a i l u r e  t o  

produce such evidence a t  t h e  hearing.  



- 5 -  

Based upon the  evidence adduced a t  the  hearing and the  

e n t i r e  record, including the  b r i e f s  and arguments of counsel, the  

Examiner f i n d s  as follows. 

11. FINDINGS OF FACT 

1. Herbert Rapp, d/b/a Webster S e c u r i t i e s  Company, 

became reg i s t e red  a s  a broker-dealer pursuant t o  Section 15(b) of 

the  Exchange A c t  on November 29, 1955, and t h i s  r e g i s t r a t i o n  is  

s t i l l  i n  e f f e c t .  

2. A t  a l l  times here ina f te r  mentioned, Herbert Papp 

has been the  s o l e  propr ie tor  of Webster S e c u r i t i e s  Company. 

3. On August 8, 1962, the  Commission ordered t h a t  p r iva te  

proceedings be held pursuant t o  Section l5(b) of the  Exchange Act 

t o  determine whether r e g i s t r a n t  w i l l f u l  l p  v io la ted  the  severa l  

Federal s t a t u t e s  and r u l e s  set f o r t h  i n  the  Order. 

4. I n  h i s  r e g i s t r a t i o n  appl ica t ion,  r e g i s t r a n t  coneented 

that not ice  of any proceeding before the  Commission i n  connection 

with h i s  r e g i s t r a t i o n  map be  sen t  by reg i s t e red  mail t o  the following: 

Herbert Rapp, D/B/A 
Webster Secur i t i e s  Company 
37 Wall S t r e e t  
New York, New York 

5. Service of the  Order f o r  Pr ivate  Proceedings of 

August 8, 1962, w a s  e f fec ted  by the  Comnission by mailing a copy by 

reg i s t e red  m a i l  t o  the  above name and address. 

6. On September 26, 1962, t h e  Order of August 8, 1962 

was amended and the  Coaraission ordered that  a public hearing be held 

on October 15, 1962. 



7, A copy of the  Order of September 26, 1962, was sen t  - - 
4/ - 

by reg i s t e red  mail t o  the  above name and address, A copy was a l s o  

sen t  t o  the  following name and address: 

Herbert Rapp 
C/O Ralph Rapp 
Park Royal Hotel 
23 West 73rd S t r e e t  
New York, New York 

8, A t h i r d  copy of the  Order dated September 26, 1962, 

was sent  by reg i s t e red  mail t o  Rapp's last-known a t to rney  a t  the  

following address: 

Herbert Rapp 
c/o L e w i s ,  Coldatein & Lubell 
4 East  43rd S t r e e t  
New York, New York 

This letter was returned by m v i d  E, Lubell, of the  abom firm, who 

is Rapp's a t to rney  i n  t h i e  proceeding,with the  advice that h i s  f irm 

did  not then represent  r eg ie t ran t  i n  the matter  and tha t  he was 

unable t o  contact  him. 

9,  During the  calendar years 1958, 1959, 1960 and 1961, 

r e g i s t r a n t  f a i l e d  t o  f i l e  with the  Commission annual f i n a n c i a l  repor te  

pursuant to Section 17(a) of the  Exchange A c t  and Rule 17a-5 thereunder. 

10, On August 13, 1962, r e g i e t r a n t ,  and Rapp individual ly ,  

were permanently enjoined by the  United S t a t e s  M s t r i c t  Court f o r  the  

4/ None of t h e  Orders s e n t  t o  r e g i s t r a n t  by regis tered  m a i l  could be - 
delivered by the  Post Office, 



Southern District of New York from f u r t h e r  v io la t lonr  of Sect ion 17(a) 

of the  S e c u r i t i e s  A c t  i n  connection with the  o f f e r  o r  sale of the corn- 

w n  stock of Taylorcraft .  Inc. The Court of Appaalr f o r  the  Second 

C i r c u i t  agreed with a f inding by the  M s t r l c t  Court t h a t  Rapp was 

rerponr ib le  f o r  a brochure containing falrre and misleading material  
5 / - 

i n  key statements. 

11. On September 10, 1962, Rapp war pre l iminar i ly  en- 

joined by the United S t a t e s  District Court f o r  the Southern District 

of New Je r sey  from f u r t h e r  v io la t ion8 of Section 17(a) of the  

S e c u r i t i e s  A c t  i n  connection with the o f f e r  and .ale of the  comaon 

r tock Federated Holdinn Company. Inc, 

Dircusrion: 

A. Fai lu re  t o  F i l e  Financial  Reports. 

12. It is c e r t a i n l y  not a r e q u i s i t e  t o  the  revocation of 

a broker-dealer 's r e g i s t r a t i o n  under Section 15(b) of the  Exchange 

Act t h a t  the  broker o r  dea le r  be personally no t i f i ed  of the  require-  
6/ 
C 

arnf f o r  f i l i n g  annual r epor t s  with the Comnioeion. Nevertheless, 

/ $.&.C, vs. Ravv & Shuman, 304 F. 2d 786 (1962). 

6 /  Wen where brokers had reg i s t e red  p r io r  t o  the  adoption of 
IC 

R ~ l o  178-5, the Commission has held that proof of ac tua l  knowledge 
of the  rule was not necessary f o r  a find$- of willfulness if 
ignorance of the  r u l e  reaul ted  from an irdifferbnce t o  the  obliga- 
tSon$ of r e g i s t r a t i o n  damonstrutad by f a i l t n g  to claim regie tered  
mil and ~lac inn  thmse lves  bevond the reach of conrunications. 
ultam ~ ~ n r o e  iavton,  29 S.E.C. 36 (1949); Oidnr;v, 31 S.E.C. 
753 (1950). Cf. John B, S u l w ,  38 S,E,C. 663 (1930). 



f o r  ruch value o r  impart as i t  may bave as a matter of public 

i n t e r e s t  i n  t h i s  proceeding, it is  noted i n  the  per t inent  docket that 

a letter was ren t  t o  r eg i s t r an t  ( i n  accordance with the Commission's 

pract ice)  on November 29, 1955, not i fy ing him of the e f f ec t i ve  date  

of h i e  r eg i s t r a t i on  as a broker-dealer, and ca l l i ng  h i s  a t t e n t i o n  to  

the  requirement f o r  f i l i n g  annual f inanc ia l  reports .  It i s  noted, 

with l i k e  e f f ec t ,  that the  record indicates  tha t  r eg i s t r an t  f i l e d  

such a repor t  of h i s  f inanc ia l  condition as of Decomber 31, 1957. 

That he had knowledge of the  Coarmissionls requirement i s  c lear .  

13. Registrant  has furnished no indicat ion tha t  h i s  

f a i l u r e  t o  f i l e  the  f inanc ia l  r epor t s  f o r  the  years 1958, 1959, 1960 

and 1961 war not a w i l l f u l  v io la t ion  of Section 17(a) of the  Secur i t i e s  

A c t .  Conversely, h i s  f a i l u r e  t o  f i l e  the  repor t s  and h i e  i n a b i l i t y  t o  

explain the  f a i l u r e  ind ica tes  a disregard i f  not a contempt f o r  the 

f i l i n g  requirement. A s  s t a t ed  i n  the  Conclusions of Law which follow, 

the  f a i l u r e  t o  f i l e  w a s  a w i l l f u l  v io la t ion  of the s t a t u t e  and ru l e  

e r t ab l i sh ing  a requirement which the Commission regards a8 an  important 
7/ - 

and m c e s m r y  means of affording protection t o  investors.  

B. The Inlunctions 

14. No question e x i s t s  with regard t o  the  issuance of the 

in junct ions  as alleged. Regis t rant ' s  proposed Findings of Fact concede, 

7/ w, 38 S.E.C. 430 (1958); Seymour J. Schlesinner, - 
Secu r i t i e s  A c t  Release No. 6957 (1962). 



with respect to the Taylorcraft injunction, that the injunction 

issued, but suggest vaguely that: 

". . . if Registrant were given an opportunity 
to preeent a defense, evidence would be ad- 
duced to the effect that Registrant had no 
personal knowledge or information that any 
violations laay have been made in connection 
with the efforts and sales of the corsnron stock 
of Taylor Craft, Inc." 

With respect to the Federated Holding Co. injunc- 

tion, again regietrant concedes its issuance, but etates that: 

". . . if Registrant were given an opportunity 
to present a defense, the evidence would show 
that Registrant was in no sense violating any 
provieions of the Securities Law, but rather 
was an innocent, victimized purchaser of the 
securities of this Company." 

16. And although no charge is made in the Order for 

Proceedings that registrant further violated the Exchange Act and 

Rule8 issued thereunder by failing to amend his registration 
8 1 - 

application to reflect the issuance of the injunctions, it is 

interesting to note that hie proposed Findings of Fact continue the 

development of the same vague theme by asserting that while registrant 

concedes that no amendment was filed, 

". . . if Registrant were given an opportunity 
to present a defense, evidence would be adduced 
to rhow mitigating circumstances materially 
bearing upon the aforementioned failure to so 
amend the Registration statement." 

81 The violation (of Section 15(b) of the Exchange Act and Rule 15b-2 - 
thereunder) resulting from the failure to mend the registration 
form to reflect the injunctions was proposed as a Finding of Fact 
by the Division. However, the Division's Brief recognized that 
this violation "was not urged by the Divit~ion~~ in the Order for 
Proceedings. No Finding is made with regard to this failure. 



17. With r e s p e c t  t o  t h e  i n j u n c t i o n s ,  no i n d i c a t i o n  i s  

g iven  of t h e  n a t u r e  o f  any  d e f e n s e  which could m a t e r i a l l y  a f f e c t  

t h e  i n s t a n t  proceeding. Conversely,  r e g i s t r a n t ' s  a s s e r t i o n  t h a t  he  

had no persona l  knowledge o r  in format ion  of v i o l a t i o n s  i n  conneetislri 

w i t h  t h e  sales of T a y l o r c r a f t  s t o c k  i e  d i r e c t l y  c o n t r a r y  t o  t h e  

conc lu s ion  reached by t h e  Court  of Appeals t h a t  h e  prepared t h e  

mi s l ead ing  brochure  and "conveyed a n  a d m i t t e d l y  f a l s e  p i c t u r e  of 

f i n a n c i a l  and phys i ca l  r e s e r v e s  [of Tay lorc ra f  t] . S .E .C. vs * 
9/  

Rapp & Shuman, supra." 

C, Lack of h e  Process  

18. From t h e  s t a n d p o i n t  of i t s  merit, t h e  charge  t h a t  t h e  

Examiner abused h i e  d i s c r e t i o n  and den ied  due process  of law should 

be d i smiesed  wi thout  extended d i s c u s s i o n ,  e s p e c i a l l y  because no c r e d i b l e  

i n d i c a t i o n  i r  o f f e r e d  of  m a t e r i a l  ev idence  which would have  been 

produced a t  a n  adjourned h e a r i n g  and which was no t  a v a i l a b l e  to  

respondent  a t  t h e  t i m e  of t h i s  hear ing .  Under Rule  l l ( d 1  of 

t h e  Coma~isoion's  Rules  o f  P r a c t i c e  t h e  Hearing Examiner may re- 

open t h e  hea r i ng  p r i o r  t o  t h e  f i l i n g  o f  a recommended dec i s i on ,  and 

under  Rule  21(d)  t h e  Coaamission may hea r  a d d i t i o n a l  ev idence  

9 /  See R. V, Kle in  Company, S e c u r i t i e s  Exchange A c t  Re lease  No. 6415 - 
(1960) t o  t h e  e f f e c t  t h a t  i t  is a p p r o p r i a t e  t o  t a k e  o f f i c i a l  n o t i c e  
o f  t h e  Cour t ' s  f i n d i n g s  and t h a t  t hey  are res l u d i c a t a  i n  a subse-  
quen t  h e a r i n g  between t h e  p a r t i e s  who p a r t i c i p a t e d  i n  t h e  l i t i g a t i o n .  

Rapp's t e s t imony  a t  t h e  t r ia l  i n  t h e  D i s t r i c t  Court  w a s  d i s c r e d i t e d  
and r e j e c t e d  i n  t h i s  and i n  o t h e r  r e s p e c t s  - i n  t h e  Appe l l a t e  Court  

- -- - - - -  
dec i s i on .  
- --  



or refer the proceeding to the Hearing Examiner to take additional 

evidence where it is shown that ruch additional evidence is material 

and that there were reasonable nrounde for failure todduce such 

evidence at the hearinn . . . (underscoring supplied.) See Hatter 

of Breeze Corporation, 3~S,E,C. 733 (1938). 

19. However, the Examiner believes the charge of abuse 

of discretion should be examined fully in the light of the circum- 

stances,irsasmuch as it is made by a fellow member of the Bsr and as- 

serts that the Examiner's action llwould represent a victory for the 

forces of injustice and a loss to the guardians of a most cherished 

principle of law which requires that due process of law be afforded 

to all." Following are the circumstances of the alleged abuse of 

discretion, as reflected in the record in the proceeding: 

20. On the date originally fixed for the hearing of this 

matter, October 15, 1962, the Examiner traveled from Washington, D. C. 

to New York City, and upon arrival at the place of hearing was in- 

formed by Division counsel that Mr. Lubell had called a short time 

earlier that day, advising that he had just been retained to repre- 

sent registrant for the purpose of making application for an 

adjournment. The Examiner and Division counsel thereafter spoke 

with Mr. Lubell by telephone. Mr, Lubell represented that Mr. Rapp 

.had corsanunicated with him earlier that day and advised that he had 

jurt learned of the hearing. At the telephone request of Mr. Lubell, 



the Examiner adjourned the  hearing t o  11:OO A.M., October 25, 1962, 

a f t o r  reading t o  M r .  Lubell the  per t inent  port ions of the Order i n  

order t o  acquaint  him with the nature of the  proceeding, M r .  Lubell 

having r t a t o d  ar one rearon f o r  the  adjournment app l i ca t ion  t h a t  he 

wr not a w r o  of the  nature of the  proceeding. M r .  Lubell there-  

a f t o r  rignod a qua l i f i ed  not ice  of appearance t o  the  e f f e c t  t h a t  he 

reprorontod r o g i r t r a n t  f o r  the  purpose of making appl ica t ion f o r  an 

adjourment  of the hearing. 

21. On the adjourned date,  October 25, 1962, the  Examiner 

again t raveled  from Waohington, D. C. t o  New York City,  and o n a r r i v i n g  

a t  the place of hearing wao informed by Divirion counsel t h a t  

Hr. Luboll kad ca l l ed  earlier t h a t  morning and had indicated t h a t  he 

would again make app l i ca t ion  f o r  an  adjournment. A t  the  request  of 

Mr. krh11, ar communicated t o  tho Eraminer by Diviaion counsel,  the  

Ewrrnninr adjourned the hearing f o r  a br ief  period, pending the a r r i v a l  

of )Il.~are. Lubell and Rapp. Upon t h e i r  a r r i v a l  at  11:30 A.M., 

M r .  Lube11 made appl ica t ion f o r  a n  adjourment ,  contending that 

Mr. Rapp had not ccnnmunicated with him on October 15, as had been 

previourly arranged between them, t h a t  only on October 25 did Rapp 

88ain contact  him, advising t h a t  he had been ill a t  a r e l a t i v e ' s  

h e  and had not  known of the adjourned hearing d a t e  u n t i l  "a 

couple [ofJ dayr ago" when he returned home and found a l e t t e r  from 

Mr. Lube11 advioing of the  adjourned date. 



22. M r .  Lubell  then s t a t e d  t h a t  Rspp claims t o  have 

c a l l e d  h i s  (Lubel l ' s)  o f f i c e  the  day before,  but  t he  message w a s  

not  received by Mr. Lubell ,  poss ib ly  because he was o u t  of t h e  o f -  

f i c e  and because h i s  o f f i c e  has  s h i f t s  of s e c r e t a r i e s  and g'There 

may have been some confusion". 

23. The Examiner adjourned t h e  hearing f o r  approximately 

two hours to  g ive  M r .  Lubell  a n  oppor tuni ty  t o  s tudy the  Order for 

Proceedings and confer  f u r t h e r  with h i s  c l i e n t ,  suggest ing t o  

M r .  Lubel l  t h a t  i f  he  intended t o  make a p p l i c a t i o n  f o r  a f u r t h e r  

continuance he  8hould be prepared t o  i n d i c a t e  i n  t h e  record t h e  

na ture  of t he  defense he would be a b l e  t o  make a t  a n  adjaurned d a t e  

but  which he was unable t o  make at t h a t  time, 

24. Fur ther  a p p l i c a t i o n  w a s  made by Mr. Lubell when the  

hear ing  reconvened, but he  o f fe red  no i n d i c a t i o n  of a defense which 

he  would present  a t  a n  adjourned d a t e  but  w a s  unable t o  present  a t  

t h a t  time. Perhaps t h e  c l o s e s t  he  came t o  an  explanat ion on t h e  

merits of a n  a n t i c i p a t e d  defense w a s  t h e  s tatement  pe r t a in ing  t o  the 

T a v l o r c r s f t  i n junc t ion  proceeding,detemined a g a i n s t  Rapp by the  Court 

of Appeals f o r  t h e  Second C i r c u i t ,  t h a t  'Wr. Rapp relays to  me that 

t h e r e  is another  appeal  o r  t h a t  he  is making another  appeal  f rcm t h a t  

decison." Reg i s t r an t ' s  b r i e f  s ays  nothing about such a n  appeal  by 

R ~ P P  . 



25. It is the Examiner's view that every reasonable 

effort was made to accmodate registrant and that no abuse of 

discretion or denial of due process was indicated by the refusal 

of a further adjournment. On the contrary, it would seem that a 

claim of lack of due process would inevitably follow any and all 

adjournments that might have been granted registrant. This view 

seems especially appropriate because registrant is able to offer 

no indication of a defense on the merits of the proceeding. 

26. Registrant's disregard of the Carmnission's require- 

ments for filing extended to and encompassed his failure to file an 

amended current address in violation of Rule 15B-2Cb) issued under 

the Exchange Act. Although registrant was not charged with a 

violation of this rule, his present effort t~ use this violation 

and failure on his part as the basis for a claim that he had no 

adequate knowledge of the proceeding is little less than absurd. 

27. In any event, the registered letter enclosing 

notice of the proceeding and directed to the address whish Rapp set 

forth in his application far registration constituted adequate notice 
10/ - 

of the hearing to be held on October 15, 1962. And as indicated 

in Finding of Fact No. 4, registrant consented to nutice of any 

proceeding being given by registered mail at that address. 

LO/ Rudolph V. Klein, Securities Exchange Act Release No. 6415 (19601, - 
Earl Albert Haltham, Securities Exchange Act Release No. 6484 
(1961); International Investment, Inc., Securities Exchanae Act 
Release No. '6598 (1961). 



111. CONCLUSIONS OF LAW 

28. Regis t rant  w i l l f u l l y  v io la ted  Section 17(a) of the 

Exchange A c t  and Rule 17 CFR 240.178-5 thereunder i n  tha t  he d id  not 

f i l e  with the  Camiseion repor t s  of h i s  f i n a n c i a l  condit ion f o r  

the calendar years 1958, 1959, 1960 and 1961. 

29. Regis t rant  is  permanently enjoined by a decree of 

the  United S t a t e s  M e t r i c t  Court f o r  the Southern M s t r i c t  of 

New York, entered on August 13, 1962, f r m  f u r t h e r  v io la t ions  of 

Section 17(a) of t h e  S e c u r i t i e s  A c t  i n  connection with the o f f e r  and 

mle of the  common stock of Taylorcraft ,  Inc. 

30 .  Herbert Rapp is  pre l iminar i ly  enjoined by a decree 

of the  United S t a t e s  M s t r i c t  Court f o r  the  D i s t r i c t  of New Jersey 

entered on September 10, 1962, from fu r the r  v io la t ions  of  Section 

17(a) of t h e  S e c u r i t i e s  A c t  i n  connection with the  o f f e r  and s a l e  

of the common stock of Federated Holding Company. Inc. 

IV. RECOMMEMlATION 

It i e  i n  the  public i n t e r e s t  tha t  the broker-dealer r e g i s t r a -  

t i o n  of r e g i s t r a n t  be revoked pursuant t o  the  provisions of Section 15(b) 



of the  Exchange Act, and the  Examiner so recommends. The record 

indicates ,  through argument of counsel f o r  r e g i s t r a n t  not contra-  

verted by counsel f o r  the Division, that r e g i s t r a n t  is not engaged 

i n  business st3 a broker-dealer a d h a e  not been eo engaged f o r  

some period of t i m e .  Accordingly, the  Examiner does not bel ieve 

i t  necessary o r  appropriate i n  the  public i n t e r e s t  o r  f o r  the 

protec t ion of inves tors  that the  Cameiesion suspend the  r e g i s t r a t i o n  
11 / 

a t  t h i s  t i m e  pending f i n a l  determination of the  quest ion of r a v o c a t i o n F  

Respectful ly submitted, 

Sidney ~ l l m d n  
Hearing Examiner 

Washington, D. C 
April  5, 1963 

11/ To the  extent  t h a t  the  proposed f indings  and conclusions submitted - 
t o  the  Hearing Examiner are i n  accord with t h e  views s e t  f o r t h  
here in  they are suetained,  and t o  the  extent  tha t  they are incon- 
s i s t e n t  therewith they are expressly rejected.  


