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Followin; the sugiestion you mede wheh ve met
this morning, I shall outline briefly the legin-
lstive recommendutions of tao Commission, exglsined
this wmorping by Hr. Landis.

A sacurity is eaid to have unlisted ur udmng
privilegss when it hus been adultied %o treding,
not on applivation of tue issuing corjsurations
but on ihe applivation of un exthunge. The recon-
penustions desl with four cstegories of suth un-
listed securitias.

(1) The first cousists of #ll :siock? and
bonds wnlich had uniisted ¢xchenge tradlng privi.
leges prior to Hersh i, 1934« The Securities Ex-
change Act, in its prosent form, terpimateys sueh
privileges on July 1, 1336,

Tue Comuission recomaends taut this trading be
nllowed to continue indefinitely. Hone of these
uniistod securities ameet LBe standards required by
tne Aut for exciuage tradlang privlileges Lut, av &
practicsl satter, the Commizasiun heliwvey that, 1o
practice, the walntensnce of ithe siatus gus will be
ia twhe pudbile latereat. Teruwinztion of the:is privi-
loges would deprive thoussnds of investors of the
saarset Lo wmhlca they ave accustomed and would reduce,
often by disastrous proportivns, the business of tle
nmaller exchanges.

(2) The second catugory conaists of securities
fulily 1isted on one or more exchanges. Yhe guestion
here i{s - shull other exchanges, o whiah the lssulug
corporatlons lave nude no listing s cstion, he al-"
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lovad to ndmit these decuriiifs gty
privileges

Toe Commission recomamends that 1L the security
has sufficient distribution und treding in the
vzcinity of tne exichnngt which spplles, such privileges.



shall be granted., Bince all the necessary informztion
Bus been made public b. the listing on one or more
axcninges, the Commission does nob feel thct Lhe fssuer’s
feilure to apply for listing on . wpother exchsnge should.
pecesssrily be & berrier to trading. '

(I&oae two recoummendations cover the greal majority
of sacurities which would bo .affected bty the Commiasionls
proposed legislation.) .

(3) Tne third cutegory cousists of securitiecs walch
are licted novhere but which have been ispued by corpora-
tions which have anmother cluss of securities listed. For:
instance, lbe preferred stockpof Corpurstion 4 wight be

‘Aisted nowhere while its cozmdn stock was listed on the
Hew York Stoek Erchauge.

Ihe Commission recommends that auch securitiies be
elizible for unlisted trading, since itnes liazting of the
Sbrotuor 7 security wsually gives the publie zll the
informatioun necessury.

{4) The fourth cutegory 3s not now existent. 1t
connisty of securities ot lidted on «ny sxchange and
not issued by & corparulion witlebh hes any listed smecuri-
ties outstenaing but regarding =hicz full information 1is
avallable through "reglstration statements and periouilc
reporisY, eic,, {filed with ths Codmisusion.

The Commission hopes such a group muy be created by
the registration of over-tie-counter securities asnd the
Comuission believes that such securitles should Le
¢lizilble for uniisted tradinge.

It mo effective means can Le found of effecting this
purpose, the recozusndation 13 wmithout significance, As
¢ temtative suggestion bto briny this about, Hr. Londis
thls morning offerod ¢ rough draft of a bBlll requiriog
corporations, whose 1s8ues nre widely distributed, to
" undertske tne furnishing ol prriodle egraing reports

and other date a4y & comiition of offering new securitics
publicly. :

In $ts £irst reocosdendations, the Commicsion 38
gulded entirely by praeticel considerations., In the other
thrae, it sugiests implementing tue policy that if an
oxchanye msrket 1§ desirable for other reusous Lt should



not bo btlocked solocly by the 1asn1ng corporationts
failuru L0 seek listiag,.

In line with carefully »pressed stundards, the
Comnigsion, ian the propsescd leyislation, is ziven
pover by rule and regulation and by order to mexe
Abe recosmendstions fully effective.

I sn not & lawyer, ny tersinology 13 necess yily
loose and an exuct description ol the unlisted tracing
problem would be much longsr than the letter you
suggaested. I hcga; howevar, thst this may give you
a very rough idea Df the Comamisslon's atiitude,

1t you wish furthar saplapation or inforaation,
plesse lot me know.

tegpectfuily yours,

Boncrable James F, Byrnes
Ual: ed States Sonate
¥asnington, D. C,



SECURITIES AND EXCHANGE COMMISSION

DOCKET, MAIL AND’ FILES SECTION

File No., 122-2 BYRNES, JAVES F. (SEN) -
"CROSS REFERENCE

Date.___ 42535

4=26-35"
From or To:. XXX
ﬂsﬁﬁjycp:-“,k Advising that Committee ‘to Audit and Control- the Contingent

expenses’of the Senate will have & ‘meeting 4~29-35, -Also.. °
advising that the committee willl have under: consideration,-;t
Senate Resolution #71 arid several members of; the- Committee are;
.desirous of having Chairman Kennedy present.

CorreSpondence or .documents

';med _under Bile No.. 122-3 COMMITTEE TO AUDIT.AND. CONTROL. THE commm;m*___
) . EXPENSES OF THE SENATE.

881816D.



