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You have heard about the re~istration Division in general and, in par~

ticular, about its operation under the Securities Act of 1933. Today I in
-
tend to discus~ briefly the Securities Exchan~e Act of 1934, and more

particularly the work of the Listin~ Section of that Division. Time does

not permit a detailed exposition of our work, but I hope to leave with you

some appreciation of its scope.


To ~ive you a clear picture of the functions of this Section I feel that 
we should create a little back~round and approach the subject with an under-
standin~ of the 1934 Act. 

As you probably know, the preamble to the Securities Exchan~e Act of

1934 describes it as an Act


"to provide for the regulation of securities exchanges and of over-
the-counter markets operating in interstate and foreign commerce 
and throu~h the mails, to prevent ine~uitable and unfair practices 
on such exchan~es and markets and for other purposes". 

The objectives sou~ht in the passage of the Securities Exchange Act of 
1934 were threefold; viz, to prevent the excessive use of credit to finance 
speculation in securities; to see to it that the market places in which se-
curities are traded were purged of abuses which had crept into them; and to 
make available to the average investor honest and reliable information suf-
ficiently complete to aC1uaint him with the current business conditions of 
various companies, the securities of which he may desire to bUy or sell. 

I shall not attempt to deal with those aspects of the first named ob-
jective which concern the excessive use of credit for speculative purposes, 
or, in other words, margins and borrowing by brokers and dealers. The con-
trol of these avenues and uses of credit was entrusted to the Federal Reserve 
Board. 

To attain the second named objective the Act requires, amQnR other 
thin~s, that all stock exchan~es either be re~istered, or, if their volume 
of t;aa~ng is small in character, that they be specifically exempted. All 

)?fVthe large exchanges and a number of the smaller exchanges filed re~is-
tratton statements with the Commission and are known as National Securities 
Exchan~es. At the present time there are 20 such exchanges, namely: 

Baltimore Stock Exchan~e 
Board of Trade of the City of Chicago 
Boston Stock Exchan~e 
Chica~o Stock Exchange
Cincinnati Stock Exchanpe
Cleveland Stock Exchange 
Detroit Stock Exchan~e 
Los Angeles Stock Exchan~e 
~ew Orleans Stock Exchange
New York Stock Exchange 
New York Curb Exohange
New York Real Estate Securities Exchange, Inc. 
Philadelphia Stock Exchan~e 
Pittsburgh S~oek Exchange
St. Louis Stock Exchange 
Salt Lake Stock Exchange 
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San Francisco Stock Exchan~e
San Francisco Mining Exchange ,
Standard Stock Exchange of Spokane
Washington Stock Exchan~e

In addition to the above. the followin~ 7 ~xchanges are operatin~ as
exe~pt exchan~es:

Colorado Sprin~s Stock Exchan~e
Honolulu Stock Exchange
Milwaukee Grain and Stock Exchan~e
Minneapolis-St. Paul Stock Exchange
Richmond. Stock Exchange
Seattle Stock Exchange
Wheeling Stock Exchange

To accomplish the third named object~ve the Securities Exchange Act
of 1934 re~uires, that any corporation whose securities are listed on a
National Securities Exchan~e shall file. both with the Commission and with
the Exchange, a registratio~ statement and shall continue to keep the in-
formation regarding its affairs reasonably current by filing annual and
current reports designed to show the actual financial condition and posi-
tion of such corporation.

The exchanges, prior to the passa~e of the Act and up to the present
time, have required as a condition of listing that statements covering
the nature of the .business of a company, its management. its control and
its finaneial operations must be filed by the company issuing the securi-
ties. This principle has, of course, long been in,existence, but the
detail of the listing statement has varied from exchange to exchan'e, and
in some. cases has been a sketchy and valueless document.

It would be useless for us to pretend that corporate reports in the
past have always been ~ruthful and revealin~, and without ade~uate corpo-
rate disclosures the basis o£ s~able investmen~ is. of course, lackin~.
The Commission, therefore. bein~ c~nfrbnted with the task of dev~loping
adequate corporate reports from the "issuers whose securities are listed
on exchanges, adopted and published the following applications to be' filed
by such issuers:

Form 10 Application fo~ the permanent registration of securities
of corporations except those specifically excluded by
the instructions.

Form 11 Application for unlncorporate~ issuers except those
specifically excluded by the instructions.

Form 12 Application for re~istration of securities of companies
making annual reports under Section 20 of the Interstate
Commerce Act or under Section 219" ot the COmMunications
Act of 1934, except such companle~ in receivership or in
process of reorganization pursuant to Section 77 of the
Bankruptcy Act.
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Form 12A- ApP7ication for companies in receivership or bankruptcy and
mak~n~ annual reports'under Section 20 of the Interstate
Commerce Act or under Section 219 of the Communications Act
of 1934.

Form 13 Application for in~urance companies other than life and title
insurance companies.

Form 14 Applicatlon for Certificates of DeposIt Issued by a Comroitt.ee.
Form 1S Application for Incorporated Investment Companies.
Form 16 Application for Voting Trust Certificates and Underlyin~Securities.

Form 17 Application for Unincorporated Issuers EnRa~ed Primarily in
the business of Investing Or Trading in Securities.

ForeipIi

Issuers

(Form
(.
{
(Form
(
(

(Form
(
(
(Form

18 Appiication for Foreign Governments and Political SUb-
divisions Thereof.

19 Application for American Certificates a~ainst ForelRn
'Issues and for the Underlying Securities.

20 Application for Securities other than Bonds of Foreign
Private 'Issuers.

21 Application for Bonds of Foreign Private Issuers.

Form 22 Application for Issuers Reor~anized in Insolvency Proceedings
or which have succeeded to a ferson in Insolvency Proceedin~s.

Form 23 Application for Successor Issuers~

Form 24 Application for Bank Holdin~ Companies.

These applications for registration were desi~ned with the view of
bringing to the investinR pu1lic ade1uate information as to the nature and
the record of securities listed on the exchanges. The task was to acco~-
plish this result and 'at the same time to make no demands either from a
standpoint of difficulty Or of expense to which any corporation that held
itself out for public investment could reasonably object. Flexibility
was essential, and at the same time definiteness was re~uired so that cor-
porations could clearly understand the obli~ations that they were re~uired
to assume.

In general the forms for original registration call for information of
a non-financial nature, as well as financial data. A brief summary of these
non-financial questions will illustrate the character of the material re-
~uired to be furnished. First, a number of simple ~uestlons have to do with
the organization of the registerin~ corporation and of the system of which
it may be an integral part. Next follow a series of questions which outline
the capital struct~re of the registrant, callin~ for its authorized and

-
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outst~ndin~ funded debt; the debt ~t~ueture .of its'subsldlaries; the
authorized, issued, and 'out~tandin~ ca~i~al stock of,the registerin~ cor-
poration; the amount of securities of other corporations'~hat it may have
~uaranteed; and its position witllreference to outstanding warrants and
ri~hts. Then follows a series of ~uestions directed toward ~ettlng an
ade~uate description'of the actual securities bein~ re~istered, so that
there may be a succinct statement of thO$e matters relatin~ to these se-
curities of which any investor should be aware, such as conversion and re-
demption ri~hts,'interest or dividend rates, underlyin~ collateral, sUb-
stitution rights, and the like.

An effort has been made to confine these questions to elem~tal facts
relatlng to the issue bein~.registered. To afford investors more detailed
and thorou~h knowled~e of such matters, certain exhibits are re~uired to
be filed, such as Underlying indentures or other constituent instruments
definin~ the rights of the security holders.

There follow a number of ~uestions, one Qf which seeks_information
as to recent financing, a series of which relate to the control and man-
agement of the corporation, and finally, one question directed towards
such stodk options as may be outstandin~ and thus may materially affect
the tradin~ position of the securities o~ the Exchanie.

The second portion of the form calls for balance sheets as of the
close of the most,recent fiscal year and profit and loss statement~, to-
gether with supporting schedules, for the three years pr~ceding the date
of the balance sheet. The rules reluire that these statements shall con-
tain. as a minimum requirement, the information specified in the instruc-
tions. While s~g~ested forms for the presentation of these data are set
forth, ~he rules permit the"registrant to file t~e statements in'such form
and order and to use such generally accepted termiDolo~i as will best In-
dicate their significance and character in the li~ht of the instructions.
This should not be interpreted to mean that any information called for by
the form may be omitted, if present in the accounts, but only .that certain
variations in the present~tion of the data are permitted.

When the Act first came into operatioa it was necessary for the Com-
mission, in order not to disru~t the continUity of pus~nes~ on th~ ex-.
chan~es, to accord to all securities then ,listed on exch~nges the'ri~hi,
of temporary registration. This right, h9Wever, expired oP July 1, 1938.
Prior to that date 1,eOl companies filed registration statements with the'
Commission and e91 companies continued under an exemp~ sta~us- b~ specific'
rules of the Commission. Having the basic information with respect to a'
maJ~rity of the companies it was necessary to provide ~eans of making
available to the pUblic illuminating aDd somewhat oontinuous information.
To ~ccomplish this the Commission promUlgated the annual reports for cor~
porations, which are re~ulred to be filed withi~ 120 days after the close
of the- fiscal year. ,These reports bear a reiated'number to the ori~inal
application' (such as Form 10-X), with the let:ter '''K~'added to i~dlcate,
that it is a fLllng under Section 13, which' provides for periodic reports.
In addition, a for~ desiinated as e-~W~S prOmul~ated~for the purp~e of'
~btaini~g cur~ent informat~on in.resp~ct ~£ c&r~ain:~~t~rial chang~s o~-
currlng during ~he.year. 'This form 'is-re~Uire~'to ~e'filed within 'ten
days'-after the,close -of. the month in Which'.certain'ev~nts~ha~e'occurred.

-
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Three copies of all applications an~ reports are reluired to be filed
with the Commission, at least one of which must be a duplic~te original and
manually si~ned. The copies on file here in Washington are available for
inspection in the Public Reference Room. ' As a further aid to the public in
obtaining access to this information filed under the Exchange Act, other
copies of the filings of companies not registered on the lar~er exchanRes
have been transferred by the Commission to the re~ional offices in New
York and those re~istered in New York to the re~ional office in Chica~o.
And, finally, the investor may purchase at a nominal cost, photostatic
qopies of all material on file.

~nquestlonably these filings are digested by the financial services
which publish financia: data for the informatio~ and ~uidance of the in-
v~sting public. By this means any person who contemplates the luestion
of w,hether he should b~, sell or hold a security listed upon any regis-
tered stock exchan~e, has readily available information more adequate and
reliable than any heretofore placed Within his reach.

Applications for registration of new securities, additional securities
of the same class a~ready registered, or for the rep,lstration on an addi-
tional exchange are filed daily with the Commission. The largest portion
of ~uch applications are filed on Form 8-A, a simplified form for the re~is-
tration of additional securities on an exchan~e on which other securities
of the reRistrant are. registered. Sou.e are filed on Form e-B, designed for
Securities Lssued in Certain Cases upon the ReRlstrant's Succession to an
Issuer or Issuers of Previously Registered Securities. Others are filed
on the forms previously mentioned for ori~inal re~istration and on Form

.8-C, another simple form for registration of securities on an additional
exchange~ These applications are filed pursuant to Section 12Cb) and (c)
of the Securities Exchan~e Act, and while deficiencies are cited, the filing
of amendments,-unlike delayin~ aU4ndments under the Securities Act of 1933,
has.no effect upon the effective date of repistration. Section 12(d) of
the Exchange Act provides that if the Exchan~e.authorities certify to the
Commission that the security has been approved by the Exchan~e for listin~
and reQistration, the re~istration statement shall become effective thirty
days after the receipt of such certification by the Commission, or within
sUQh shorter period of time as the Commission may determine.

It is the policy of the Commission not to accelerate the effective
date of an ap~lication for registration unless the re~lstrant or the ex-

_change on which IlstinQ and registration is sourht can meet the burden of
establishing that: (a) an exch~n~e market in the particular case is not
undesirable; (b) the denial of acceleration would seriously embarrass the
operation. of the exchange mecha.nism or would seriously Dl'ej101diceinvestors,
and (c) the need for acceleration could not as a practical matter have
been avoided by reasonably p'rompt actio~ on the part oaf the re~lstrant.

At the present time there are-2,465 issuers with securities re~istered
on national securities exchanges and 48 issuers with securities traded on
an exempt basis. Some idea of the ~uantity of f'ilinltsthese issuers make
~der Sections 12 and 13 of the'ExchanRe 'Act ~ay be obtained from the
following figures:
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From J u l y  1, 1931 through June 30, 193e 112 months) 

Appl ica t ions  fo r  r e g i s  t r a t i o h  of  s e c u r i t i e s  
Annual and Current  Reports 	 4,629 
Amendments ( inc luding  a few f o r  Proxy and b r o k a r ~  

d e a l e r  l i l i n g s  not handled by u s  1 	 en&? 

Tota l  	 13,957 

This averages over 40  incoming f i l i n g s  t o  be handled each working day 
by our  sec t ion .  Each t r u s t  be proper ly  recorded,  routed to. the  ana lys t ,  
assigned t o  an examiner, a r epor t  made and reviewed, l e t t e r s ,  de f i c i ency  
o r  c learance  memoranda 9repared i n  connect ion wi th  each s e p a r a t e  f i l i n g ,  each 
of which must i n  turr ,  1 e properly recorded. W i t h  such a  q u a n t i t y  o f  mater ia l  
it i s ,  o f  course,  necessary  t o  have a h ighly  organized u n i t  i n  o r d e r  t o  d i s i .  
pose o f  each f i l i n e  as lromptly as  poss ib le .  C o n s e ~ u e n t l y  you w i l l  not  be 
su rp r f sed  t o  l e a r n  tha t  it is  necessary  f o r  the  L i s t i n g  Sec t ion  t o  have a t  
l e a s t  n ine  examining g i  oups, ~ a c hcons i s t ing  of  s n  a n a l y s t  i n  charge, h i s  
s e c r e t a r y ,  a reviewer and from two t o  t h r e e  examiners. TO each of  t hese  
groups the re  a r e  ass ign?d approximately 300 companies, the f i l i n g s  for 
which they a r e  respons i  >lee  From t h i s  i t  i.s apparent  why it  is necessary 
t o  e s t a b l i s h  a auota f o r  each proup of  from e i g h t  t o  t en  annual r e p o r t s  and 
sometimes four  o r  f i v e  app l i ca t ions  each week. 

A l l  f i l i n g s  a r e  f i r s t  forwarded from Docket t o  M r .  C l i f ton ,  whose 
o f f i c e  r ece ives ,  records ,  and rou te s  t o  the  proper examining group a l l  f i l  
ings  under Sec t ions  1: and 13 of t he  Act. M r .  C l i f t o n ' s  o f f i c e  is  t h e  foc$& 
point  through which a11 f i l i n g s  and correspondence pass,  and t h e  records o f  
t h e  Sec t ion  are  t h e r e  conipiled, inc luding  a r e p o r t  showing the  s t a t u s  o C  
s e c u r i t i e s  l i s t e d  on exchalges, which, so f a r  a s  L a m  aware, is t h e  only 
conple te  and a u t h e n t i c  list o f  s e c u r i t i e s  t raded  on n a t i o n a l  s e c u r i t i e s  
exchanges. I might add w i t h  s a f e t y  t h a t  i t  is the  b i b l e  used by t h e  Federal  
Reserve Bosrc? t o  determine whether a s e c u r i t y  is ava i l ab le  f o r  c o l l a t e r a l  
with i ts member banks. The maintenance o f  t h i s  list is  a t a s k  in  i t s e l f .  
Each month a dup l i ca t e  l i s t  o f  s e c u r i t i e s  t raded on an-exchange is for-
warded t o  each exchange. The exchangte checks t h i s  l i s t  aga ins t  its records,  
notes  changes the reon  and r e t u r n s  one copy f o r  our  use i n  co.mparind and 
making monthly adjustments  i n  t h e  list. 

M r .  C l i f t o n ' s  group a l s o  examines a l l  m a t e r i a l  f i l e d  by exempted ex-
. 	 changes under Conditions (9)arid ( 4 )  of the  Commission's exelnotion order ,  


and r e g b t r a t i o n  s ta tements  f o r  "wnen i ssued"  t r a d i n g ,  t g  which I s h a l l  re-

f e r  l a t e r .  


A f t e r  a f i l i n g  is received by a group the  a n a l y s t  in charge r e f e r s  iQ i j  
t 

t o  an examiner. I n  connection with h i s  examinat ion, ,  the  examiner ob ta ins  
add i t iona 1 inform2tion fron any f i l i n g s  and correspondence p e r t a  in in$  t o  
the  i s s u e r  t h a t  may have been f i l e d  under the  S e c u r i t i e s  Act of 1933, t he  
Holding Company Act and such da ta  as  may be a v a i l a b l e  i n  Moody's, Poor's 
and o t h e r  f i n a n c i a l  manuals. A f t e r  conple t ion  o f  h l s  examiriation the  ex-
amiaer prepares a r e p o r t  c i t i n g  a l l  d e f i c i e n c i e s  noted and r e f e r s  t o  such 
f a c t u a l  a a t e r i a l  a s  ! g i l l  f a c i l i t a t e  the  review, and he comments on any Un 
usual s i t u a t i o n  i n  connection wi th  t h e  case. 
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In the process of examination, sales of securities not registered under 

the Securities Act of 1933 are referred to an attorney who either indicates 
that no apparent violation of that Act is involved, seeks additional infor-
ma~ion from the company, or ~~fers any apparent violation throu~h the Director 
of the Division to the office of the General Counsel. 

The work of the examiner is checked by a reviewer and a proposed memo
-
randum of deficiencies to the cou.pa~y is drafted, af~er approval by the

analyst in charRe of the ~roup.


The proposed memoranda of deficiencies frpm all groups are coordinated

and reviewed by Mr. Ramsey on nOll-financial items and by Mr. Behrens on

financial items, sUbject to my supervision. In addition to the examinin~

groups there are several specialists in accountir.~ and le~al matters who are

not attached to any examinin~ ~roup 1ut are available to the en\ire section.


Deficiency memoranda for those companies listed on the New York Stock,

the Chicago Stock and New York'Curb Exchan~es are forwarded direct to the

exchanges for transmittal.to the re~istrant, and direct to those companies

listed on the other exchanges.


Unfortunately our work does not end with citin~ deficiencies. In most 
cases it is necessary to send at least one, and in some instances three, 
follow-up letters before obtainiItg complete amendments. In addition, fre-
luent conferences with the accountants and officials of registrants are held 
to discuss some of the quest.Loneraised in our def'LcLency memoranda. These 
delays, in my opinion, are due mainly to two reasons, one being the fact that 
the Act itself ~oes not prescribe a specified time within which amendments 
shall be filed, and the other that some of the deficiencies call for drasti'c 
changes in the statelllents. 

As you probably know, our examination is not confined merely to checkinB 
the items to ascertain whether they have been answered, but Whether, on the 
basis of information obtained from other sources, they ade1uately disclose the 
information re~uired. Stress is laid upon adequate presentation ~f results 
from operations and upon ~onsistency of sound accounting principles, particu-
larly the consistency and uniformity with which the re~istralltapplies such 
principles in preparln~ and presenting its financial statements. The ex-
amination made of the financial data, which requires ima~lnation, deductive 
abi~y and a thorough knowledge of accounting principles, has, I re~ret to 

.saYt;brou~ht to light a'large n\~ber of statements which were not prepared
in accordance with 'so~~d accounting principles. There are many and varied 
types;~f such procedures, but for the most part they involve improper 
credIts to income, credits to earned sur-uf us which should be made to capital
surplus, and charges to capital surplUS which should be made to earned sur-
plUS. Some idea of the incorrect procedures followed may be obtained by
referring to the releases of the Chief Accountant which were published as a 
result of the practices discovered by the Registration Division. 

In some cases, because of the 'failure of registrants to amend properly

the statements filed, or otherwise failin~ to comply with the ~eluirements,

it has been necessary for the Commission to institute proceedin~s under

Section 19 (a) (2) of the Securities Exchan~e Act, which provides:
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U A f t e r  app rop r i a t e  no t i ca  and oppor tun i ty  f o r  hear ing,  by 
o r d e r  t o  deny, t o  suspend the  e f f e c t i v e  d a t e  o f ,  t o  suspend f o r  a 
peri0.d not  exceedin@ twe'lve months, o r  t o  withdraw, t h e  r e g i s t r a -
t i o n  of a s e c u r i t y  i f  t h e  Comtnission f i n d s  t h a t  t he  i s s u e r  o f  such 
s e c u r i t y  has f a i l e d  t o  comply wi th  any p rov i s ion  of t h i s  t i t l e  o r  
the  r u l e s  and r egu la t i ons  thereunder.",  I 

o r  under S e c t i o n  21 ( a )  which provides  t h a t  - I 

"The Commission may, i h  i t s  d i s c r e t i o n  make such i n v e s t i g a t i o n  
as it deems necessary  t o  deter,nine whether any person has  v i o l a t e d  
o r  is about  t o  v i o l a t e  any p rov i s ion  o f  t h i s  t i t l e  o r  any r u l e  o r  
r e g u l a t i o n  the  reunder. " 

Among the  well-known companies a g a i n s t  which a c t i o n  has been taken  a r e  t h e  
Missouri-Pacif ic  Rai l road  Company, Alleghany Corporat ion,  Transamerica 

jl 
Corporat ion,  and Associated Gas & E l e c t r i c  Company. 'A 

Another o f  ou r  d u t i e s  i s  the  admin i s t r a t i on  o f  t he  Commission's r u l e s  
which r e q u i r e  r e g i s t r a t i o n  of unissued s e c u r i t i e s  be fo re  t r a d i n g  i n  those  
unissued s h a r e s  may t ake  p lace  on a n a t i o n a l  s e c u r i t i e s  exchange. This 
type o f  t r ad ing  is  c a I l e d  "When Issued" t r ad ing .  I t  d e r i v e s  i t s  name from 
the  f a c t  t h a t  t h e  s a l e  and purchase o f  a s e c u r i t y  is condi t ioned  upon is-
suance;  i .e. ,  t h e  s e l l e r  a e r c e s  by w r i t t e n  c o n t r a c t  t o  s e l l  and d e l i v e r  
and the  buyer ag rees  by w r i t t e n  c o n t r a c t  t o  accep t  and pay fqr a t  a s t a t e d  
p r i ce  ( u s u a l l y ,  o f  course,  t he  rrarket value of  t h e  s e c u r i t y  a t  t h e  time I

( 1  

t he  c o n t r a c t s  a r e  made) a s+.ated q u a n t i t y  o f  a s p e c i f i e d  s e c u r i t y  "when, 
as  and i f "  i s sued .  A t  t he  time t h e  s e c u r i t y  i s  i s sued ,  t h e  p r i c e  may b e  
h ighe r  o r  lower than  the  p r i c e  a t  which t h e  c o n t r a c t  was made, i n  which 
case t h e  buyer o r  s e l l e r  has  made a p r o f i t  on t h e  t r ansac t ion .  

I t  i s  no t  my purpose t o  d i s c u s s  t h e  aues t l on  a s  t o  t h e  economic !# 
n e c e s s i t y  f o r  when i ssued  t r ad ing .  T r e f e r  t o  t h i s  a u e s t i o n  on ly  i n  con-
nec t ion  wi th  g iv ing  you, b r i e f l y ,  t h e  reason  a s  it seems t o  me, why, t o  
t h e  u n i n i t i a t e d ,  t h e  wh'en i s sued  t r a d i n g  r u l e s  o f  t h e  Commission seem 
r a t h e r  comp1,icated. I t  appears  t h a t  becabse o f  a l l e g e d  abuser connected with 
when, as and i f  i s sued  t r a d i n g  i n  t h e  l a t e  '20's and e a r l y  ' 3 0 1 s ,  t h e r e  
e x i s t e d  s t r o n g  doubts  i n  t h e  minds 'of  t hose  engaged i n  d r a f t i n g  s t o c k  ex- +.
change c o n t r o l  laws whether any "when issued" t r a d i n g  should be permi t ted  
on exchanges. The n e t  r e s u l t  of a l l  t h& arguments p r o  and con is t h e  
p re sen t  law embodied i n  t h e  l a s t  two sen tences  o f  S e c t i o n  12 ( d l  of  the  
S e c u r i t i e s  Exchange Act of 1934. B r i e f l y ,  t h e  f i r s t  sen tence  provides  
t h a t  a n  unissued s e c u r i t y  may be r e g i s t e r e d  only i n  accordance w i t h  such 
r u l e s  and r e g u l a t i o n s  a s  t h e  Commission may p r e s c r i b e  a s  neces sa ry  o r  
a p p r o p r i a t e  i n  t h e  pub l i c  i n t e r e s t  o r  f o r  t h e  p r o t e c t i o n  o f  i nves to r s .  I 
t h ink  you w i l l  g a t h e r  from the  oeCond sen t ence  some Idea of t he  b a s i c  0,
reason  why our  when issued r u l e s  seem compliceted,  f o r  t h e  secpnd sen t ence  
imposes a l i m i t a t i o n  on t h e  a u t h o r i t y  t o  make r u l e s ,  granted under t h e  
f i r s t  sen tence ,  by provid ing  thaS unissued s e c u r i t i e s  may'be r-egis tered 
op ly  i n  t hose  ca se s  where t h e  unissued s e c u r i t y  is  the  r i g h t  o r  t h e  s u b j e c t  
of a r i g h t  g ran ted  t o  t h e  ho lde r s  o f  a p rev ious ly  r e g i s t e r e d  s e c u r i t y ,  and 

. where t h e  primary purpose of  such r e g i s t r a t i o n  is t o  d i s t r i b u t e  such u n i s s  
s e c u r i t i e s  t o  such holders .  . 
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While, under- such s t.a t.ut.o r-y limitation, you may suppose that the number
of reeistra. tien s t at ement.s for wher, issued trading on excharige s is not large
at any giyen noment, nevertheless, the orderly disposition of each case in-
volves a great deal of dill~ence and careful handlinp on our part to see
that the rules have been complied with prior to the Jnstitution of ,...hen is-
sued trading.

As we scan the results of our opez-a t.Lons I think I am not alone in the
belief that the evidence indicates that we are realizing the objective of
obtaininQ for the public statements which have been prerared in accordance
with sound account.Lna principles and whLch nccur-a t.e Ly reflect the true
state of the financial condition and of the accounting practices of the
issuer.

---000--




