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I wish first to axtend zrectings on behalf of myself and of the
"entire Sceurities and IExchange Commission to our good ncighbors from
both the north and south, This occasion, while dedicated to the cxplora=
tion of a 1limited set of cconomic problems, cvidences the oxistence of a
sound.fecling of solidarity end forcshadows brozder and higher levels of
hemispheric cooperations, As a citizen of the United States T wish to
exicnG my thenks to all those in my ovm and in other communitics whose
wrork melkes such coopcration possible,

You ave heard othcr spealicrs cover much of the ground that neceds to
be cxplored in such a conforence, arnd ovhiers arce to come, Forhaps no
sinzlc one of us is capeble alone of shoving the way through the cxtensive
ficld wiich must be traversedin brcparation.for a full pregran of free
financial reletionships in this homisphcere. Onc of the values of this
conference, preliminary and tontative as it raust be, is thet it aifords
a mezons of interchenging information, of delincating problems and of
laying dovm lincs for futurc morc definite study.

Othor speakers have indicated and :7ill indicate the ronge of some of
the “robloms thet must be exploreds I conccive it as my boest course to
zive you some idea of the fundementals regording the procedurc for adnitt-
ing forcign Sccurities to cxchanges in this country end incidentally, o
bricf outline of the Commission!s general powers and dutics with reference
to our exchahgcs and the sccuritics there listoeds

As I proceéd it will Leecome apporent that the United States has
adopted what amounts to & foirly cxconsive code of regulation of

sccuritivs cxchangos, of the membors who trade on such cxehengos end, to

: . S . Sy 3 cxchanges and
some cxtoent,. of the issucrs of the sceuritics troded on such cxchongces &

their managemontse
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This code of regulation is predicated upon the essential idea that
the American investor is entitled to certain minimum protections in his
dealings on exchanges, with members of exchanges, and in his relations
with the issuers of listed securities and their managements, Within
the framework of this legislation lies the rermissible field in which
the Securities and Exchange Commission can act., It cannot create
national or foreign policy outside of the limited scope of its powers,
and outside of the limited purposes of the legislation which it
administers. -

This limitation must be kept squarely in mind throughout your
entire consideration of the Qommission as a factor in any hemispheric
exchange program., The Commission camnot forsake the basic aim of pro-
tecting American investors in adjusting either its rules or its
technique of administration to any such program,

I bear in mind also the necessarily preliminary nature of this
conference. To the extent that a policy within the framework of our
legislation can be reached that policy must be based on an informed
consideration of the many difficult and complex problems involved.
Perhaps it is dangerous in any case to attempt to formulate broad
policy in advance of the specific consideration of particular problems
necessary to implement that policy. In this case I feel assured that
it is the better part of wisdom for the Commission to wait until more
detailed information is available and until the background has been
laid for a discussion of particular problems,

As most of you are probably aware, a foreign issuer, proposing

to register its securities on an exchange in the United States, must
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be fully apprised of and completely comply with, not only the require-
ments of the exchange upon which the securities are to be traded but
also the applicable securities laws of this country, namely, the

- Securities Act of 1933, the Securities Exchange Act of 1934 and the
Trust Indenture Act of 1939, all of which are administered by the
Commission.

The Securities Act of 1933 must be given primary consideration.
Absent compliance with its requirements, securities cannot be
publicly. offered or sold in this country by any issuer, underwriter
or dealer. This Act is, in essence, a disclosure statute which
requires that, uniess an exemption from its provisions is available,
securities must be covered by an effective registration statement
before they are offered or sold, and a prospectus must be supplied
to offerees and purchasers. The purpose of the reg%;tration statement
and prospectus is to bring out all essqntial facts concerning the |
issuer and the security being sold -- nothing more than the simple
truth is demanded,

The registration statement for a foreign corporation is fi;ed
on one of the various forms provided for that purpose by the Commission,
Ordinarily Ferm S-1 is suitable, On the other hand, if the issue is
a foreign government the requirements of Schedule B of the Act must
be met. ‘ )

~ The registration statement and prospectus should disclose the
history of the.company, its capital structpre‘apd that of its
affiliates, a description of the securiti?s and the terms of the
offering, the control and management of its*affairs and the remunera-
tion of its officers and directors, as well as other nmaterial infor-

mation necessary to provide the investing public with such data as it

np
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If the securities to be sold are debt rather than equity securities,
the provisions of the Trust Indenture Act must also be considerec., Absent
an exemption, an indenture covering the bonds or notes in question mmst be
qualified under that Act before they are offered for sale,

It might be noted at this point that both thg Securities Act and Trust
Indenture Act contain broad exceptions from their provisions., For example,
if the security being listed was sold by the issuer or bona fide offered to
the public prior to July 1933, an exemption from both Acts would be avail-
able, And, ordinarily if the security was offered to the public more than
one year prior to listing, it may be freely traded by brokers, dealers and
their customers,

If the registration statement is complete and accurate and no pre-
effective amendments are necessary, it may become éffective on the 20th
day after filing, or the Commission may, under approoriate circumstancessy
accelerate the effective date,

Then the requirements of the Securities Act and.the Trust Indenture
Act have been met, or it has been determined that an exemption is avail-
able, the rules of the exchange may then be considered. In- this comec=
tion, let me point out that, in the sale of securities registcred under
the Securities Act or qualificd under the Trust Indenture Acé, it is nec-
cessary that offerees and actual purchasers be provided with a prospectus
or an analysis of the indenture provisions as the case may bes -

At this juncture bear in mind that the exchanges in this country do
not, in general, provide facilities for the initial ‘distribution of eithor
foreign or domestic issues. This function is commoniy performed by an

invesfment banker or banking.syndicate. It is only after a sufficiently
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wide distribution is attained in the United States, to offer reasonable
assurance of an adequote auctiom market in the shares on the exchange,

that the securities would be deemed eligible for listing.

Assuming that the issuer can clear these hurdles and other pertinent
exchange requirements, it should then consider the provisions of the Ex-
change Act. This Act complements the provisions of the Securities Act and
was adopted to prevent unfair, manipulative, and fraudulent practices in
connection with trading in securities both on exchanges and in thec over-the-
counter market. It wa s also designed to prevent the excessive use of
credit in scourity trading, and to provide truthful and adequate infor-
mation concerning securities listed and traded on exchanges.

Under thg: Act all national sccurities exchanges arc required to reg-
ister vritﬁ the Commission and to co@ly with certain rules and rcculations
adopted by the Commission, |

The Act further provides that no security may be admitted to trading
on an exchange in the United States unless a listing application in pre-
scribed form has been filed by the issuier with the exchange in question,
unless duplicates of the application have been filed with the Commission,
and the exchange has approved the security for listing and registration,
This applica’c:ion for registration provides extensive information about
the issucr, its business, finances, management and organization,

Tt should be noted that any issuer, except an inyestment company,
vwhich has filed a registration statement under the Securities Act and
which has no securities listed a.nd registered on an exchange, may, if the
registration statement has become effectlve, file an application fOI‘ list~
ing which cohsists of a copy of the Securities Act statement, a description
of the scourities being registercd and the facing sheet of the appropriate

form with required signatures.
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Regictration under this Act usually becomes effective automatically
30 days after certification of its approval by the exchange. The Com-
mission has no power to prevent the listing and registration of a sccurity
so certified, éxcopt where the registration statcment or some act of the
issucr feails to conforﬁ to tﬁo Act or rvlc of the Commission adovted under
~it. The roesponsibility for determininz whether to admit a sccurity to
listing rosts with the cexchange, but the application must contain such
information as the Commission may rcquirc as necessary or appropriate in
‘the pubiic intercst or for the protcction of investors,

{

To assist forcign issuers in this registration procddure the Conmis—
sion has adonted a fow prescrived forms, ncmely, 19 tarough 21, and 19K
tarough 21K; which are to be-used in connecction witi iiitial listing and
registrotion and the suvmission of annual rcports to kecp the information
on file up to date.

For the purposes of this Act, nciionals of North Americon countrics
and Cuba arc not consiQured foreirn issuers; coascquently, as to thuse
issucrs Forms 10 ana 10K would be appliccbhle,

Forcisn issuars filing anplications for registretion on Forms 18, 19,

)

re

e

20 and 21, beczusc of their special character and circumstoncces,
cxempted frém ccrtain reguircments of tie Act to which all other rogistrant:
arc subjects For cxomple: they arc not required to file current resorts
revecling the occurrcnce of cortain cvents in the corporation betieen the
filing of cnnucl rcports; the listed sccuritics arc exempted from thg
requircmonts of the prokxy rules and from the opcration of Scciion 16 of

the Acte Scection 16 (2) reoquires that officers, dircctors end certoin

beneficial ovmers of listed sccurities must file reports of tronsactions

in equity sceuritics of the issucr; Scction 16 (b) subjocts short-siing

-
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nrofits in cquity sccuritics of the issucr, rcalized by such persons within
ony six-month period, to rcéépturo by the issuer, @nd Scetion 156 (¢) in-
terdicts cortain short sales of the issucrts equity sccuritics,

Scveral things arc apparcnt from this cursory r.via, First, it hes
_bcén extremely sketchy. Refincment  of conconbts and the delinaation of
details have been impossible in the short Lime ot my disvosal, Surhaps
I can in somec measurc meke up for this lack by inviting cny onc of eu vho
wents more dotailed informetion to call upon the facilitics of the Com=
mission to furnish ite. /e shall be glad to censider fully cnd ansiver to
the best of our obility any inguirics you moy hove, ‘

Sccondly, it is epparcnt that the Acts adi-inistered by the Comriission

penctrate into meny details of fincncial rocording ond finencicl prescnto-
tion.by companics and into importont asnacts of the conduct of their
managoments and large sccurity holders, To want oxtont these provisions
can be cenforced in respect of various kinds of foroizn sceurities cannot
be determined ithout a wholesalc survey of thc problems Only o deteiled
cnalysis of perticular probloms, in the light of the purposcs of the lair,
can help us rcech infomod‘judgmcnts.
The free internationcl movement of croedit is o worthvhile idenl,

It is not, nowever, on: ond in itsclf, To be 2 genuine bosis for intore-
retioncl cooperation it must justify itsclf as a peying propositions

Our government has made mony decisions to &0 ncilitote such cooncration,

Hovicver, we sheuld not ask our investors to pluce tacir scvings in foroign

enternrisces vwhile reloxing or waiving any of the stcnd-rds of our Acts

. P sla T natr Lo
vhich arce their fortress of protcction. The stonderds wiirich L hove ouv
. . . - ay - 2
linced arc not, and havc not beon, barricrs to thc conduct of honest

. 1. deanm C
business — notionsl or intcrnobionale Quite to the contrary, they cre



- 8 e

essential pnredicates to whet cvcry;sc;c;lritics market needs in order tg
survive -- public c;nfidcnce. On the meintcnance of that confidence
dclrcnd's the continucd success of our organized cxchanges as trading
nleces for all investments, domestic and forcign. Preservation of that

confidence must be e guiding wriciple not only to the Commission but to

those who menage our great market places,
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