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I 11"].-shfirst to extend .;reetings on behalf of myself and of the

.-entire Securities and Exchange Commissionto our good neighbors from

both the north and south. '"h.;s 0 0 '01 d . 0 t d ....... ccas~on, uDl e ea~ca c uo the cxplora-

tion of a lin~ited set of cconow.icproblc.r.ls, evidencGs t~e ~~istencc of a

soundvf'eo.Hng of solidarity and foreshadarrs br-oader and higher levels of

homi.sphor-i,o cooperation. As a citizen of the United Status I ....ri.sh to

extend rrfJr thanks to all those in my orrnand in other communi.td.cs whose

~-rorkmakes such cooperation possible.

You ::ave heard obhci- speaker's cover muchof the ground that needs to

be exp'Lor-od in such a conference, and others are to cone. Perhaps no

sL~Clc one of us is capable nlone of shrn:ing the ~uy t:Lroug~the extensive
I

field vi:~ichmust, be traversed in propcrctc.on for n full progran of frae

financial relatioi'lships in this hemisphere. Oneof tho vaIuos 'of t;-lis

conference, prelimina~J and tentative as it Qust be, is ~hot it affords

a means of interchangjBg inforruation, of delineating ,roblcms and of

laying dorm lines for future more dcf'Lrri.to study.

Ot.hor' speaker-s have indicc.tod and d.ll indicdo tho range of someof

tho :)rohlems that must be explorod. I conceive it as my h0St course to

~ive you some idoa of the fundr.T:1entalsregarding the procedure ~or <1cbitt-

ing foreign securities to exchanges in -thd.s country and incidcntall:r, c.

brief out.Li.no of the Connnissiont s goi10rnl parrors and dutd.cs with reference

to our o.xchangos['.ndthe securities thore listod ..

As I proceed it .-rill bOCOT,lC appcr-orrt t=--,nttho Unitod states has

adopted rrhaf amourrt.sto r{ fc.irly cx'i;,0nsivecode of rcguln.tion of

socuz-Ltd.o s oXchang~s;"of 'the r:10m00rswho t:::'[1.doon such cxch[1.;).gescnd, to

some oxt.ont.,. of the" issuers of tho securities traded on such oxchangcs and

their t1unngemonts.
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This cod.eof regulation is predicated upon the es~entia1 idea that
the Amerd.can 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 ~egis1ation lies the rermissib1e 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 purp<?ses of the legislation which it
administers.

This limitation must be kept squarely in mind t.hroughout, youx
entire consideration o:fthe Oommission as a factor in any hemispheric
exchange program. The Commission cannot forsake the basic aim of pro-
tecting American investor~ in adjusting either its rules or its
techni.que o:fadministration 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 difficu~t and complex problems involved.
Perhaps it is dangerous ~n 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, propC?sing
to register its securities on.an exchange in the United states) must
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be fully apprLsed 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 countryI namely, the

_Securities Act of 1933, the Securities ExchangeAct of 1934 and the

Trust Indenture Act of 1939, all of which are administered by the

Connnission.

The Securities Act of 1933 must be given primary consideratipn.

Absent compliancewith its requirements, securities cannot be

publicly. offered or sold in t..~is country by any issuer, underwriter

or dealer. This Act is, in essence, a disclosure statute which

requires that, unless an exemption from its provfsdons is available,

securities must be covered by an effective registration sta~ement

before they are offered or sold, and a prospectus must be supplied

to offerees and purchasers. The purpose of the registration statement
t

and prospectus is to bring out all essential facts concerning the .

issuer and the security being sold nothing more than the simple

tru th is demanded.

The regist~ation statement for a foreign corporation is filed

on one of the various forms provided for that purpose by the Commi.safon ,

Ordinarily FormS-l is suitable. Onthe other hand, if the issue is

a foreign governmentthe requirements of 9chedule B of the Act must

be met.

The.registration statement and prospe~tus should disclose the

history of the .company,its capital st.ructure and that of its

affiliates" a description of the securities and t he terms of the
. . .

offering, the control and managementof ~ts'affairs and the remunera-

tion of its officers and directors; as well as other material infor-

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

-
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If the securities to be sold are debt rather than equity securities,

the provisions of the Trust Indenture Act nmst also be conefderec , Absent

an exemption, an indenture covering the bonds or notes in question must be

qualified under that Act before they are offered for sale.

It might be noted at this point that both -the Securities Act and Trust

Indenture Act contain broad exceptions from their prov;Lsions. For example,

if the secUl~itybeing 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 maybe freely traded by brokers, dealers and

their customers.

If the registration statement is co;np1eteand accurate and no pre-

effective amendmentsare necessary, it maybecomeeffective on the 20th

cay ~ter filing, or the Commissionmay, under appropriate cfz-cums'tances

accelerate the effective date.

1Thenthe r-equtz-ement s of the Securities Act and .the Trust Indenture

Act have been met, or it has been determined that an exemption is avaii-

able, the rules of the exchange maythen be considered. In. this connec-

tion, let mepoint out that, in the sale of securities registered under
i ,

the Securities Act or qualified under the'Trust Indenture Act, it is nec-

cessary that offerees and actual purchasers be provided with a prospectus

or an analysis of the indenture provisions as the case maybe
..

At this juncture bear in nrl.ndthat the exchanges in this countrY do

not, in general, provide facilities for the initial aistribution of either

foreign or domestic issues. This function is commonly performed by an

investment banker or banking syndicate. It is only after' a sufficientiy

~ 

• 
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wide distribution is attained in the United States~ to offer reasonable

assur'ance of an. adequate auction market, in the shares on the exchangeI .

that the securities would be deemedeligible for listing.

ASSUL~gthat the issuer can clear these hurdles and other pertinent

exchange requirements I it should then consider the provisions of the Ex-
change Act. This Act complementsthe provisions of the Securities Act and

was adopted to prevent unfair, manipulative, and fraudulent practices in

connection with trading in securities both on exchangesand in the over-the-.
counter market. It wa s also designed to prevent the excessive use of

credit in seoo.rity trading, and to provide truthful and adequate infor-

mation concerning securities listed and traded on exchanges.

Under th~ Act all national securities exchangesare required to reg-

ister vrlth the Commissionand to comply1Yithcertain rules and rc~lations

adopted by the Commission.

The Act further provides that no security maybe admitted to trading

on an exchange in the United States unless a listing application :.n pr3-

scribe~ form has been filed b7 the issuer with the exchangein question,

unless duplicates of the application.have been filed ¥dth the Cornmissionl

and the exchange has approved.the security fo~ listing and registration.

This application for registration provides extensive info~mation about

the issuer, its business, finances, managementand organization.

It should be noted that any issuer, except an investment company,

ivhich has filed a registration statement under the Securities Act and

which has no securities listed and registered on an exchange, may, if the

registration statement has becomeeffecti1[e, file an application for list-

ine mich consists of a copy of the Securities Act stat-ement, description

of the securities being registered end the facing sheet of the appropr::'ate

form with required signatures.

~
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Regictr~tion ~1cer this Act usually becomes effectivG ~utoQatically

30 days after certification of its approval by the exchange, The Com.-
miss~on has no pmrcr to prevent th8 listing and registration of a security
so certificd, except where the registre.tion st.at.omont, or some act of the
issuer fails to conforo to the Act or r~le of the Commission ado~~ed under
it. The r~sponsibilj_ty for dct.ormfn.ing rrhot.horto admi.t a scour-tty to
listing rcst s 'Viiththe exchange, but the cpp.Li.catd.on nus t contain such
infor.mation as the Co~~ission may require as necessary or appropriate in
the public inter~st or for the protection of inv<.;stcrs.

To ussist forei~n issuers li1this rOGistration procedure the COr,IDlis-
sion has ado-rtod a fO\;prescribod forms, ncmo.ly, 19 t:1ro"J.gh:21, and 19K
burough 21K; rrlri.ch arc to be.used in connection yJitili.~iti<21 listing and
registr.:'.tionand tho sU0Nission of annual reports to kee? the lllforffiation
on f~le up to date.

For the purposes of t~is Act, nr.tdona.Isof North Amcr-i.ccn count.r'Lcs
and Cuba c..renot consid0red forei:n issuers; co~scqu0ntly, as to th0se
Lssucr-s Forms 10 and 10K vrou'Id be app'l i.ccb.lo ,

Forci~n issuors filin~ ayplic~tions for registr~tion on Forns 18, 19,
20 Gnd 21, becausu of their special character and circumstances, .::.re
exempted from certain re:quiroments of the Act to rrhtch all other registrant:
are sub joct , For excmp'Los they crc not r-oqudr-od to file current rc~)orts
reveO-ltng the occurrence of c.:lrtainevents in tho.co~poration betueen the
filing o~ annual reports; t~e listed securities are excmpted from Gho
requiromontc of the Dro~" rules anG fron the operation of Section 16 of. ."

the Act. Section 16 (a) requires that officers, directors c..ndcertain
beneficial OTffiersof listed soct~ities iaust file reports of transactions
in equ~.t:)tsccur-i.td.cs of the issuer; Section 16 (b) sub joct.s shor-t-evdng

•
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,rofits in OC11.~itysecurities of the issuer, roalize~ by such persons Ylithin

cnv s ix-morrbh per-Lod, +0 rec-":)';'.'lireby .Lhel'SS ' d St. , {,., v -_ v uor, c..n oc lon ~O

terdicts certain short s~les of the issuorls Gq~ity securities.

(c) in-

Several t~:ings aro a~):!?arontfrom this cursory r.;vi'~'lir. Fl'"'st .t.-, 1 .1(,.S

been cxtrc::!ely sketchy. Rof'Lncmonf of conccpts and th..; d0linJ~tion of

details have been impossible in t~1e shor-t Jvimc OotI.,;r df.sposa'I, ~\;rhD.ps

I ccn L"1 some measure make up for this Lack by ir:vitinG :'orr:r one of you rrho

,'mnts mor-e dctzri.Lod Lnf'orract.Lon tv ca.Ll, upon the faciIiGJ.cs of the Com- .

mission to fur'rri.sh it. :[e shall be g.Iad to ccnsddcr f'-.'.ll:T end <::.n51;01'to

tho best of our e-bility any inquir:.es you mayhave;

Secondly, it is appar-ent, that tho Acts ad:'j.nist0red by the Comnfsa ion

ponot.rr.t.o into many dct.aLLs of fin:-.ncic..l r..:;corcli:1~and fi;l:;.ncic.l prosorrca-

tion. by compani.cs and ~.nto impork.nt aspcct.s of t.ho conduct of their

nc..no.geRentsOondlarge security holders. To TI~~t extent those ?rovisions

can be enforced in r-espect. of vcr-i.ous kinds of foroi.;n securities cannot

be determinod ~~thout a uholoso.le survey of tho problem. Only 0. doto.ilod

cna.lys.i.s of po.rtict:lnr probLoms, in '~hc li6ht of t.ho purposes of the Lai..,

cnn help us reach informed j~dgocnts.

The f'rco Lnt.ernntdonr.Lmovcnorrtof cr,;dit is a nortlr;rhile id0~1.

It 1.S not '>~'T 'ver en ond dY> .; ts "If To be -" 2:"n11.;no basf, S for 11' ;t~r-, hv. \.; , W '-' .,. .L \.; 'J-

'-1-'nat.Lone.Lcooporat.Lon it muat justif:-r itsc.:lf as a pc.y:;.;'.g:1rO)0:Jlvlon.

Our government has made many oecisions to .i'Oocilitc.tosuch cooooratd.on,

H01"tever,1re shculd not r.sk our investors to plcc,,; tDoir sc.vings in foreign

orrccrpr-Lsos li112.-lero lcxmg or Y;uiving nrry of the stcnd rds of our Acts

of prot0ct::.on. Tho stcndards d1ich T have out,-rrhi.ch o.re their fort ross

lined [l;.ro not, nnd have not been, barr-Lore to the conduct of honest

b . t" 1 irrt J 1 Qu,_"teto the contr.:'.ry. thc-j"cr-ous~ess n~ lonr. or In crn.:'.010nn

~ ~ -
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essential prcdacat os to vrhat, every sec"J.I'ities market needs in order to',
.1

survive public confidence. On tho maintenance of that confidence

defends the continuod success of our oz-gani.acd exchanges L'.S trading

;?1C'.c0sfor all investments, domestic and foreign. Presc:'V2.tion of that

confidence must bo c guiding prici?le not only to the Commission but to

those who manage our great market places.

-



