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’ 1*' was 2 maiter of coztarn o the Ca_nigsiun Ipesfar oz ﬁ;y{ac%inn
. v § it wcglﬁ'take vas an action which skonld be telien in {2 con-
A : I fe;t ﬁf @ha genaral public intsrasi ond the prolaetion of
| __investar#t

Thern tnara was Ap Area ol soueg ﬂaua. and TEVINE

_ z “,,.__..tn.;g;a
RO
zlternat’va nrnceau" 5 avhilnLTE in the Co sqian, I itk
-;h'-; : £ - - -- i;_ :,_-p%-”u
32 the Co*ﬂiss*nn 1n bzing persuzdzd o Lnopt Yha procadura
- ug whicu it ¢i6 was afizeted strongly by the prguneais which .
- " vera presentsd o Ths Coindszion af that formel conferzne:

eod 2¢ conferencss DEford snd after 4hal, dheoi 4ha ADZ gavlze
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. wWas nnﬁght largely to provide more roady trapsferability in

_; l

trading eud securiiiss vhich alrecdy anjngﬁﬂqa.narhau in the-

-.F——-—__._________-"_____'_______._.——r——

;Unita& States.

To that extent, 4t wos ip tha 1n??raa» of lpvesiors
tho alre“ﬂ? vera ZTinaneially interasied in spsh gorpanies

snd in the in&arasﬁ of other inveotorz wiho nighi wica teo achw
§
guch ap interest. '

I meraly want to moka hat perfectly cleaw fox

the racorgd.

ME. BPOWTETL understond tast. Uy point it onliy

=1

23 ord completely dizzgeinte the

“

thatl ysu cznnot fenr tha
existing crnews of seeuriiles fron Yhoss nio wpht asecsa

ovners. bocorss otharvice the Conniszsion would hove scin
[}

£t parheps, dn prommigeting Form 5-12 to limit iis uoerbilivy

‘-H- -

to stncksnlte“" of foreien coomoniocs in this couniny wke alrazd)

ovned their shavres.
The Coapission did not attenpt or even suggert

:ﬁﬁtfing 242t kind of a linitztion on the uss of 5-12,

ME, LCDUIS: 1 wonder 42 I could add just 2 little.

Althnugh X dida's bava ‘much pﬁrbﬂsinﬁt¢un 1n tlﬂ discuscions
An 1955, I nave the _upressian that ﬁhia wagﬂconslf*rau at

‘;‘ _.-3-.? ‘.L .

‘that tive 5s_pfi rily 8 prodlen nrisiu# unﬁer the Brcurities
fAct, tha qLastiou n"nbia*n%nﬂ tJe ra#*surau*on and gvoiding
e ais'::rihimnn o2 waregistzred securdiies, vhile et the

sa=0 tias, ms you say, provic ding a eonvenient nachnﬁis; 2or

_' ~

-




a4

traﬁinz._ y
But thers gva quasiions, particLIn:igwwhnn you pgoi
r-i ¥

into the Brea of introducipg sacurltios 1) 4 prwvianly trndag

hors mnd sezurities fron eounirias wharo fhajp ary ezrizis ji‘Lg
spacial problezs - cnesticns Erisipg vodar iﬁe cazuritias
and Exchanza Aci, both with Tegnrd Lo The comfuci of oxd dazly

F

marke«s ond the ozezeiicr of wiethar, even ezsuwaine that
there ic oo rcgiztr:tian_y-chle; wnier the Speuriiies fod
cFor the unlarlving securities, the fisciogures are pazguLte
to reed the ressonsibilitpiaes oI brolorvs traﬂing in the A0
In the rorke: hays wko hove on abligatie €3 pale dis:larﬁre

to lavestors, vho nivht B2 Inliad inzo tha Ta2lie pag el

18 ! tation thad {his Duobhlen wider the 2o 204 3.-12 15 rasalvad,
4 HR._%IQHHELL: Cf course X eenty 00w vhat wea on
15 | inside e Ccunission, But 25 far os those cflus ﬁhn DaT-
l o L
i8 ﬂ ticipaied Sn thf 1835 zarince and ¢ha ¢istussion aliersend
. ) ,}II are coccs rnéd u-ﬁ:e.cnﬁxaﬁt thaatd Taia stuéfi:g tha
. - &éi prohlem pr:marjly frp;.the ?o;nt oi viaw ol “a 1935 Ret

2%

35“ But you will raeall thag o cq:ﬁgip Yon': and g

e

althou;n I  @ssuae everycne alwsys had 4n Liﬁﬂ th= question

L
T

e

of the 193# ﬂct in fr dirg. "_ o Aﬂfﬁ

But the racard n“ tna 1955 henrins ﬁhous that %ﬁa
PoL L T ﬁ‘?@ .
enﬁira d*scﬂasion “evclved n“DL“d Prebleng nf {he 10;3 ant,

i -

MR CDEEH- Lat 05 paswsr {kaf, exg T centt vaas

ca .

to engeg: in any preat discuscion phaut vhat h=zppaped in 1955,

o
L
@
£
=
=
F
ir

. — ——
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apou a Iat ¢or tant bad bean 1ssuad ECne years :ar::.n.“li.»ae'h

| which Iatuer WRE concorned Bolely vith tne prnble; e reeia.

. h,-; E‘ T
E—aﬂun-!r*r_d&__fhe..isjﬁ_m SNy -
:.' Q;fq&.

" The conferencs £01%0wv2d closel y ﬂjug ; recotgina.a-

-—"'-"}-

tion 0% tiat pertienlns »wronlzn, The persugs}in attandaﬂce
a8t the conlerscoe vsre giz ac?inﬁ teersolvgg Prinarily ic
that izswo, and the ecopierzace Tinaily wes desizpes o rl:ice

F
tae Compission in posgession of inforzetichnard Drments

that ths banke and ofben Laorlie visied to DTirg 2o Lazr on

that particular point.

b | ﬁerely inﬁicﬁté'fﬁét'l thuugﬁt ¥ ka3 pode it fak=3 o

fecily clear to everybody vho hnd an intorsst in this nriter

tbht th Coomission's CONBLTN WhS Semavint widar ip $235 2,

and tJ g in ado;xinﬂ S=-12 i1 hnd iu pipd {hess vorlous cons

- -

EiﬂﬁrauiﬂLS va ch iir. Leonis hag noy £p21led ont in sone ca

'tail -

I migh add in tanl counsction that sa 3 0f fhg

probleus taat wa nay u*scLss erder zha 8-12 1in opr opvinion

relpte also ta taa unteriying sanﬂwﬁde&. Thawe arg p“aﬂlr*s

nf'fhé charﬁcter thas ix, Lnanis '15 i cnssad Thesy £T2

nct proylers éréaied esngcialiy by #avm 8-12 pr_t_a ZDR arvange.

-

_ _ a . B
graater .!‘h_arinr_n 'E-F.I"'Liﬁiﬂﬂuiﬁﬂ in "ec‘"r-i fas %f tl::ls eraraster,

——— Tl memg s T
it soxt n* wiﬂens the azh*ﬁ n:nrF tie nzgh_unT_if thera bz a

rent; but to the extent iqat tha ADD arra:ﬂeﬂﬂnt euucu“*gﬂs

prnalaﬂ.

L )
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HR. BIOWTTZLL: Mr. Cohen, I don't tht at this

ttn:u th nmtnmpt ta 121k too much hecauau.li w ihera BTG

.

v

nthar zentle“an vhe wovld vary puch like tﬁ ’.har,rd on tals

- W"‘ai”w ook
nnttar. But let me Bz¥ onlr by way of :Lpplnmautine mhat
_ynu have paid that I rezmecler ve?y wexl tha& gﬂu znd COJ-
miesiocer Voodside wlo amrhn' vere Love acilively éngafeﬁ +3 g
Catails of the 1935 oparation ihan, other naubers of the biafi
wiih whon e voare in contrat oade 14 very clers pt €he tipa
Torm 5-12 vas fdopied thet you ware breaking naw srsund, frnd

' ~ _—h‘__—-
tae subject wes one thal you weve going to follow plosstiy.

Coneictent wilth $hat fanire ofn your wari, Morwain
» )

Gueranty Tovst Coupoany of Hew Torh aed ny Tivn bave moda it n
prastice, as I Dhiiok you will reczll, of conips dooa ot :eri“‘ic
intervals of & yvear or a venT aad & half or t30 ryaars pal

ipformally @fscussing with eidhar Cornisgionas Voodzida ar

- ————

yourcelf a3d ngeberz of your sindd tie way In vhich the niz

e — . P = . 3. ma 1 rem e -

mechainssy vas oparating. . L T

——

Ve gave you flzures siowianz the avount of ADR'3

.

'tnat wara - ovistandirey An thoe various issuas, pnd wz ko

full and f:apk'ﬂiscussgup: -- alveys nindful ol the Izapt that

thie was 2 piece of machipery which ahuul&'ba-nue-a ed, at
Y jf,'l ';-i "
‘least as far 2s .we wera concerasd; st: inﬁ%y ‘n LOCOT LACS
" ' i -’*ﬁa:“.}

-with the policiss thnt you wvonited tn_l ¥ daun.-

‘Hotbing formel was evalr gives to us by you or

CoralsslonaT Yoadsis o any of the others ot “hat “inma,
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butf the opicion vas exprecsed that The procedures ne wo oug-
"11uaﬂ them tu ruu vors in accurdanca with ynnr genﬂ"al in-

teut. Ye hupa ulwnys in cnnnsntinn Tith an; Eﬁﬁ nnttar to
' taap you tully posted on Bora of the palicg &n!:tiuns fthat
‘gre hera today, Ve nppreci tz erliing £u;';;:;Mﬂ;u$4de*atian
and wa very rush want to tal‘ ihen ovar with y;u and come

£to a joint conclusion 2n to w&at the best thipy fo do is,

F - :
- - - S
MR, LOOHIS: I wonder if T esuld Just add o guisk’

note to what 1 saiﬂ-ﬁafqre. I poeie2d an #ﬂveﬁtﬁse anl of
1 ocal oifice of Hz?ril} Lyiiesh, ﬁﬁicl ponaoral in the 1osk
counle oI dzys, to Tuz yaneral efiegﬁ thoat an? Torsign sasuari-
ties issuzs enyvhers in the free werld they would riobably be
prepareﬂ'tu kendie: and then théy rei “"cﬂ > AD2Mg ez p
resns for roapy of thesz transseotisns —. geﬁh*.lly rﬂ“ing ik
lock rather simnle.
. : I 2n ot eritiecizing this edvertizsnant, bui it doss
indiéate & growing, perunng, iradips problan
LR, CO:2 L, Mx, Browvoell, I just want to sav onaz
further thing.. I Sidatt iatend by vhat ¥ soid o be eritleal
o MNowvean E"aranty or wiat Lovgar Geuaranty has doce. T really
used woat 3au have sald as 2 spriaghHoerd for dE?@lQPiﬂ’ the

LR
oroblen hera -- 1f thers is a2 pyroblemns nrrgt-laasn exzisining
whot {hé dinszsions ol the prodlem are nr r:a‘y ha.

._.- R

Lavas it is the tven 0f scmz of ?nu* ccllerzass.

J-

1

As far ag I an conceresd, since Jim staried f2is fhins, noaybe
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*

ha nught to take nvar. ¥Ur. fustio. From taie point on, would
the q:ea.har 1danti4;r himsel:f fer the '.-:-Ia::«:nrda I ey

) T
ntiemptin# in ‘Bny wey to control taig d*scusliph or to cuggest

vhat ghonld bha szid.

-X would like the four points -- 1f)fhara be Zouxr
pﬁints -- @iscussed in that ordevw unly S0 we Lay have a eo-
Berent record. Eutl apart fram thn c, bying in snythiag you
thiok relevcoat at 811,

MR, AUSTIN: My none is J. A, Austin, Viee President
of Irving Trust Comozny. ¥ wont for the gost paré %o ideatiiy |
nyself with Nr. Brownell's renerks os to' the ares whle: we
envisage ac having bLazon coverzd hy ihe ADR éud forn 85-12 a3
davalepad by the Co—nissicn

.EE have, I 2wm satlisfled, tokan such B28rS8 ag vers
pvailable to usz 15 sadisfy ourszlves 3o every instaneca vasoe

T2l solely

™

Bn ADR was issuved by Irving Trust Conpany $hat it rel

Ly

fo a frading sliualion or za vofarliviag seenzlety vhave thoa

-

(4]{1) oxgnniioh was avoilable.
Wa kave not canzcaouslj,_l thtun, o wnconsclonsly,
utilized tha ADR to inffﬂﬂLca afﬂﬂiﬂ” intn t_iv cnun&r;

-I 22 g 13itle bi? nysiiZied myself as: o fthe point
- -_-"-"'_—‘-—--—"""_"'__-#41
LR N
at which zethops we have %o Yinit o ﬁalvas.a-l tawe it that

L

'1""-1"‘"!:"‘-'

the (#)(1) exeupiion, 1f 1t 45 zvailzbie, wa wil! say, to
1000 trmusections of & ziven secuidiy & ponih, is also availaﬁle

to any cea, tan, or one kvadred of then. Yo 1t ralses tae
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quentica in wy mind =t lensi gs to wisilier (B){1) 18 avall-
ably oot only for existing trodiung but for myuch tredinr ps

might exist, present or absent an ASI, "ﬂ“’”“

5
m'lu..

I bave & little diffienity in 4k at“lra;.

R, COMEN: Do you want me to rose :; to thato

ME. ADSYIN: I3 yow would, yes. '

‘ME, COHEN: 1 parizss didn't pche it eleaor., There
were two problezs, X think, t2at ife Counission econpidenad
An deterniniag wisziher o0 not L3 ghowld adapt fowm S-12.

Tié first prohlen ves thé pioblen unpder the faouri
the registraiinn problen. Y fhick as Ir. Brovmell b Ipdi.-

cated, Prd oz you suzzestel, despite JDH“ uysitery, 13 trers

is an exenpiion, there ic .an renovlon vhotker it 4g AOT

$4 or vhailer i1 is anyiaing eisz, whelther it ig tan suoTas oF
2 fhoousand choves,
80 that jusi Dy way o7 exeuple, AT Jonanszo sacuyrd.

ties were to b2 broughi inte the Tuided Stztes -- fergatiing

ADRI's for & nopent - under circunsiancse vwhich did not re-

quire regisirrtion, there 15 no registration nreblez vwhich

would preveat thal fron bhannaning

I think, Lhovever -- and ¥ vont %o claa. grmbosiza
. ER
tizds -- thag anyona who *s resucpeibls for causing the trading -.

I:’:‘:*

I 2n tal%inr nov abont pronessluzals eud bnnk to ths exient
EU:'.: "F x.-'v.- .-’

that thoy aséisf in this révul in secu“idg traﬂi in tha

ﬂneriuan nar“at ar widening tas 500D o it -- m2y bavs ca“‘ain
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‘duties which epring Zroz other gcctions of the Securities

Ant a8 wall ae the Exchonge Aet wiih regerd fo. ﬂilclasuras

ta 1nvasﬁm-s gnd for tha pmvisioa ol 1n£orml;_ £

things of that sors:. zﬂ:}:ﬂ
I merely want af ths ouisat to 1nﬁi€a'i:a- that,

in adopting Porm §-12, ¢he Cormiinsion Gook duwbo pocount ilose

proilens., Ia resolving those prch,lﬁm in fevor of tka /'Irﬂt'-'

dasire of {he banks nad the Prading coominiiy for a wev

. ffb
& fora such ng Form 5-12, thse (eunizsiod was rsuaded -- L{f'

— e — ——— e

_____.—-._-.-

understood thnt Torm 5-12 was to be used 1o r*ral:? to Ca2zl

with the problen of ‘szearitios thot arz alwvandy tradad in

1o i wisely or othnerwiss; il is onen to -:p..n-'t 23 - that it gez

arraagensiut might widen the areh-o’ trading aad opybe iniro-

o i the Anzeican marked, althbough 1t was recoznized thoi the IR
( duce additionunl secerities. ' -
L

15

36 T ~But 4t was not intzndad t o brisg To {hs Azeripsn
qLe Miohalid

17 mariket in “eny major wa:,r sdditionsl seeuriiiss es to vhich

thik basic problen of the men engazing An {rading would hsve.
In other words, %his Waz o problem of the Cormicsion's

respunsibili ¥ ©E an agency of the Covarumani coneir2d Zanaer-

11y with 'E:he fajunciious apnd ths stﬂmtﬂs to’Easu'e theg it

L-.JE., ,.a :

) actions are in cavfﬂmi'i::,r net only with the statuua 7 Fagquire-
. -, --v"?-rfﬁ}_. .
P } nen‘-':s, hnt the Etancards o 2-ihe Act az “311;' S

21 Thozs &%zalas -ds aua 1'5213{:?3:1'111 & w2b ol provigious

25 | nhich ways ﬂazigned %0 so2curs the vasvlis that I have t=ptlorsd.

I
1
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. ) | ' Thet i whot I-meimt.

MR, AOSTIN: I cs:-ta:lnl}' azree with you, Mz, Cohen.,
| nigh'h tm‘_;', B> far a5 wo are cnu...a'r'nad, “I:hl'l: lﬁh-—inta“as-.

would have- dintatad 12t we would 1ol wantzn noke ADAty
T
evailable in coses Wizra there was noj est..fb....shsr:__i_:;ﬂgéing.

b

-~

Whether or not the Fnet of i:he fvtrodfvotion ol

7 an ADR wiere itrading vuas ectablished resuilted in move of 14 wa

—

nﬁ B orzthing uwﬁmzut_ma@ It Los do many in-
' é stances rasulied in lesc of it i"nr raopgors noy Laving o do
rc.g wi'_tE DR's
) it IR, COHZN: I‘ woni %o e"'a‘msi z2 viaat I s»id o few
~ :zE pninh tss :aga.' It was racc:g:::?ed 122t the ADR vould in co0ne T
(" _ fgﬂI etirmliate invesior intesrest in seevirltles. e erkaps the
443 answgr ig tEa.. m.:“f_c?idnri e-n-.risarre -~ I my be wrans ploud
_ gsﬁ the facts -- quito the stirwlation ibat it has raceived.
H% I thinX vhat ve nre doircy hars ot‘.ay is 13*.'*:1 ing
i

rore suout the problizn io pernit ve ond the Coonizmion o

or not this ADR or B-12 nrrapngsrent ceeds recnnsif‘.'e' tion oofd

review, whailer oiher procadures are _necessary, Or taainer

_ ever;,rt,in# ls going aleonz in su,h B hmur fm:.io"l £:al the

[ Ca:n*ssi:-n anﬂ 'l:he :lnd

 ¥orn 1s the 5-12 Tpet

MR, AUSITIN: 1 tﬂ.uu ve Hﬂﬁa“H»&nﬁ tha... Ipzonfar 23

ﬂ’ o assess the problen, 4f thers is ena, to determins r.ur-*r'-*er
! disclosure prohlems ars concernsd -- and I have im nindg now
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perticularly the Jappress issues welch asre the pubject
initially, I teke it, of thase hanriugs;”lt 1-llt tcey
bring the probvlems to & hedd -~ 1 beliavn‘lt : n foct sc far

u--é-— ﬁ:,?
as vd pre concerned at least thet ve have: nn% rnt bean satisg.-

" €ied that we h wae Ea tisfieﬂ the Cormission H§5ﬂﬂnhars of

the staff es fo whether disclosure on fhe regisuratlon siste-

ment relating to Japorese sacuriﬁiés which we hzve 2ilad
have been fully met.

Tant was 2 schbjesct that tﬂxﬂi as o paiier
praciical copsidzrotion w2 lot rids uut*l ne §-1 baca—s 20%es-
tive. ¥ think we all fgif tant fhoi, beling a full registra-
fion wnder the Aci, couid be the bollwainer hera.

Taat of cosrze, as we recogalse, stands ca its oTo

fest insofor as the twe millicon sanres of Japanase siocl

fre concarnzd, sien orz vegisters with on uaderviltsy.

I thiok, bowever, ftheore was siiil open tha dig-

closurs problens relating to oll of %he onzs on o-12, wagthar

etiective, or effcctive subiect to 2 deloyiag amendusnt

That is a patter whilch is, I take i%, one ol the reasons

_why we are here. - - - - i

- . o ) )
MR, COMAH: Yes, indzad. Enva you conclLd»ﬂ shatever

yau tnaugh“ you ought to =2y with regard to.the first n“ca-

‘$f. AUSTIN: 7Thais aspaet of 1%, yes; I have.

. ﬂ i £ I bave poan lad o understang -~ I oW
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net sure that I have all the facts -- particularly with

‘respect to tha ADE'g for Jepaaese !acu'itiﬂs tha dapend for

R

AbR'e in this area wes not ® dezanl vnicaﬂ h}‘ jl‘.e trading

ea"‘

communlity, but that Etig_ggg_gg:ggjing tis’ haﬂks uuﬂa"‘
'ﬁ!'_n-. n‘é-l _:l._

on thair vwa inltietive. }:_

If that is wropg, T weuli like to get the facis

_ ,a to the extext that you or emay ol yoiar collapsues con danl
] ,é wifh the gitustion macd periicas 9551ain how ere Jepengse EU2ig
-,Q erila 2bhout, beeanse the filingé wors nreity ¢loss ia point of
E :
&?2 tine,
. Ii% LR, AUSTiN: Lat mz pnogpoaw ﬁ;gﬁ by savior, Hr, Conhen,
h :
[

I am not cwnre 0 A4 snecific da:;ni Tien tie treding corgmzity -

. ——a— —--"'——n—p-_._-.__.___

1
[
u
==yt

el T R N O T L P i O BN 2 e . - A o T T S T N o L

~to usa youy langunfa -- for sn ADR in tlke case 0f -- and I
linit pys#lf to ocwr ova action -- $hos2 vezistratios sinie-
oa

nzuts vhich ge £i1led Zox Tivz dAi2f3rent Sonnzsa ssouridies.

Ve heve filed «- znd I want tho z2cord %o slovy %his -

bt

for ¥uji Iolznd Steel, Fitnshi, Linited, Hitswhishi Chinieal,

KBipohon dAlecixig zad "MEgzod Shinvbwilidice.,

[ ]
L -

-
LI

- During fiseasl 2600 thers: wera ouistandiag o

E

foreign holdings; in the cassy o Tuji in the zmount ol £50

nillion shares, 320,000 gharas hall abropd, Lnst of vhicl,

-,1 -. ‘_.

e r.r,
we are advised was in ihe United Siates -1rﬁha puz=har o
y :ﬁhﬁk,l. ,
2 (o 3 sl tds
. 24 stochhn dsrs bel uq 39} . B S e
; " Io tga e of Iitashl, out o? a-dotal aurmber of
* o, sharos cutstinnding of 600 million, thewrs were dusiay fiseal




T f#r_j . 2k
| 195D # ﬂgﬂ,ﬂﬂﬂ nhnran, wi fi?fgﬁaiuckholdars anong foreizn

holdnrt, n::t nf tham in tna Tnited Etsﬁul.

nutn.anﬂing, 293,000 £hares avoag ihe ioraggn'h51ﬁ1ngs, vith
'70 stoc! zbolders, f 3

bl
[ 4]
]
[T}
L

Mitsuizishi Ehe.ai}a...., out o2 119 rillion B

Lo5,000 shares here, vith 139 stack.olda“s,
~ And Nippon Elentriﬁ{ out of 160 rillion skeras,
35,00, 000 sharas he?e,tith{??istnckhol&ers.

On tha bosis of fhat; we £11a3 tha ADR, e sa2tis.
fied ouirselvas as o iJﬂy tyoa o2 L'SLleLiiﬁﬂ, thet avall-
pbility fou trading in this counir-y baforsz procecding, 1
will nnf E0 B0 faf as to soy toai, in presering o discass

this and prepariag to file $5-12 mesisirotion siatsnsnt

L1

covering these thines, that wz conselonzsly saswored o ocouscizug

denznd by the tradling cormupity, Egtiﬁﬂ_nuqu¢né taera mus

A —p——

gueh & denend, G
UR, COREN: HHay I ask this in regurd to the Jhu anase
Eituntion. IXn rempeet to other ADh nriangenanﬁs'wbich Torm
§-12 ragistration is filad.oﬁ bahalf of by Irviem Truét
Conpony, did thoco siuuatiaar cons about if«g reault o &

demand by the trading community for an ADR. nr again has that

-

been sonaihing tﬂat the officlals of Ix viug &rﬂaf-CDrjﬂn?

. haye undarieken ¢o do for wefsons sinilar to those'yau have

Just expreszeald?

H




"
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‘MR, AUSTIN: 1 would B2y in mosi of ihe cekzs of -ika

European ones, thsre.has baan 2 ﬂananﬂ aprassad te us by the

T Y- 8%
trediong conounity. ' ;ﬁf e
|a.a.- {.I
M, CDHEW: To thiv oztesnt, the :apmaa situstion
.F_:"_-_--h-"_'_"‘—'—-—-_._\_
4 ' i

ig ﬂif*erent Elag_the oDoey ﬂERfs.

MR. AUSTIN: I inink so; Y €ink =o.
MR. CoE¥: Eave yor aryihing nore you womt o zay
at this poinv?

HR. AUSTIN: Not ot the wmoment, bui ¥ will on olher

BIDRCLE. o i
MR, CONIN: Ney we rpass to fhe u:.:ﬁ‘i: toni, f"F{’IJ{;;’{
. i?ﬁ: My unome ig Willilam D:1C;r:. I an Yia;’ '
Presiﬁenf:i.the Chanical szt erd Teust CéEFEE?.. He.r GYitedn niz
'ﬂxe policﬂ a; the Conpission that Apn dﬁall mot b2 unsed

- mar —ma - -

to Inivoduce de novo froding in forelgn scouwitiss in ihe

Arieziecan perkat.

————

Ve satisfy cursalves in 2ack Angizooe that ithere is

tradipg beipre we fils the S-12'g,

- - Actually, beerinz out what Mr. Austin szid, the
plrost 1nﬁhfiﬁbla peteern is that we ga% calls irom dazlers
r“'_

tallin# us that the"a is t4_ﬂing in 2 na“taiﬁ sauJ“itv, nnﬁ

b O b
- -"lﬂj R -
fhay fhin; t:ahing would ba faciliuﬁteﬂ h? tha ADE prozcaiura,
- I aﬁuiﬁi:: '

a 1 alsn awrea wi“h iz, ﬁustin thalt tna J;n nange siltuon~

- -

tion is a 11ttle differznt. I bolisve thera tha prazsuve
' .

n"igﬂually caas *ran Jenan rother thpon frem tha toating
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commnnity. I belleve a visit wes made a yezZr or so oz

to Japan by ono of the banke, and that dia. Stimmlate B

f-w ¥
traaandcus interest -- as 2 metier of tnqt, iupabiiian £m0ng
A .
the various Jeporese ccapanies -« to aconire !aca thyouzh 1ha
ADR.prucedura. j'} .,
I think to that exten: thz Jonansss s Teation ig —;{i
differant. I will reiteraie thaf in all oiter cpsos ¢ha
T

initiative eomas frop tho irading cosraunity,

For the record, I would

like to say co fay ps gu=
Japaieee filings €0, w2 have £iled for Tokyo Bhivorz Tiaptoia
Compnny, of vaich there weve 1216 holders as

861,

oI Januvapy 23,

vhich is the Jatest Pigrre I h w2 nere. Thosa shaves

are worth at tho then markei prics arcund $3, 690, 000,

1

Yawata Iron and Sisel Coopany, 1160 holdawvs; mortet urice,

$1, 290, 600, Mitsubishi Ranyy Infustrics faorgsnizad,

nzykat price, $383,UDD.' Hitsubishi Shoji Aaisha,'

118 holezrs; §288, 000 pavkhed price; Mawn

Zan 011, 77 boiders;
markat prica, $82, 000,

I believe that 1s il to tha® raritievlar noigt.

M, CﬁﬁEH: o w2 have ezny other banks haze?

J . ~ MR. ROEZRTSON: I am Jamas E. Rdber.son, First

kT
Lot ne bﬂ qpita Irank in
ssring that . we ere comsarativa bewco:a“s tn ‘the ADR Yials.

Hatiooal City Bank of New Youk,

1 pre an intzroatiocanl boanle ﬂh are.tha eidast

We fal{ that,

il Inrpast Anericen bask g Jopon, will The
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tremondous fnterest in Jepanese D' e, to preserve our con.

petitive PO!ibiﬂﬂ we should go into the ADR arrangew=nt
.,..-l—"-'—-—-___l___....-.-.---- ’qn‘

Ve did, kowever, verily hefnra fi%;ug on the Ffiye
e i
1ssuas whick wa have f£iled wiih the Cn::iusiun that ftheove

.y G-l 1_ -

WaS & EEpstautial foraiEncinteras“ Zn tha ﬁytras 01 thoss

Iive ADR candidaiss,

Vle are not ﬂﬁplicataﬂ o4 any of our issyes. =
will not &gplicate any A9 ;ssua;.

Hit, COXil: Do you have oy figeees esnmaralble o
Toue of Hr. Bustin? _

Mz, EDQEP;EDH: On Yarata ircn anﬂ.ﬂﬁeal, L7, C00
shores, Cn Eanzu_ “1ectric FOTRT, una,nno; On Hitsni 2p |
Compeny, Gé?,DDD. Co Tokyo Firs gnd Earzn ﬂLE 000, LApg
on Hippnn Tnol;.E,ﬁ?D,DDD.

L, LﬁGHIS: Do you kave ory figures sy to tre
oanverT queted?

NI, PﬂPguﬁhD? . Ho, I don't 2% thig tine. 73 Can

provids those later i you wish.
MR, LOOHIS: Te woulﬂ lihe ?n aave thase.
HR GOEEH- Just sa e hnva it in one place in the

record:; hr. Brawnell LD you hnve cauﬁa:abla figu*as°
e Fovr g

HH. BEDTREIL- Hr. Ln 13; ﬂay hava,tham. b he _

hhsn‘t gnt tneu ni%h hiu -

LR LJF‘#Y- o, You have tha izt o5 becausa,
ol our five accaunts, four of ihan ware dunliented, Tou

B
\.I-
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already hava the figures on four of tham a*xached o %he

ntatnnant oz Ansonia. Of course thot 18 nu; ﬁfﬁ secount.
&

There i3 no auestiun o duplicatien hscﬂuii tharu v hnve

: #u 5
?"ﬁ"i-_,

the public oflerinz of the two pillion Ehnr&l

I would 1ika to Bay this, Mr, cghénh ca Jepans=a:

o'B. This vas not somsthiaor roey with Hovgar Junrhnty

Trust Conmzzny of Mew Yorl besansg oS for breX a5 the lotiop

!
. ?i '
. aii pert of 1855 znd tho enrly pant of 10458 ve visialisod vhors
] . .
|
E%[ tiare was going ta$e, at leazs in our grin_aﬂ, p Serrifis
IG‘E ecinonic espacsion in Jasan,
I

It gcema2d 10 ws fhai the Leildirs of zcomonic tiegm

betue n dazen gad the Taitsd Cintes ang bzoora 2iosgr --

7
B

1t " ehich I thirk since his bHaosas borae out. ¥n 19556 ve tcon
; =
F .

¢ tp wAlD our geed correspond:ai Lol over thners Ta2 guastic

ol the necksniss of evesting ADN's Zor Jepruezz spenvitice.

-
L%

Thera was a terrific lanpusce problay in gatiine

the correszonleccs back and Zorih that 2efi & lo* to be Za-

sired. Tb: Ministar of Tinzaze in 1956 vos of tua cninion

T ——

that, vhile re fnlly apprecilated that Jzoap nzeded foreima
epital, 2nd thile ADRs would nmot give it o theﬁfbécat;e

they conld got thot by their dobt *ssaas thay thogght it

‘m2s a 11**19 it prematurs..

————

LS
e
L

So while-wa.s aw con uiELEﬂ Amariéin'in»a + Az

Jepanoss gscu: it‘es, ve did ra-nna*aach tha proh1en Just a

year ago, I em sorry to say im e voy thare was puslicity




s et T i ,

‘_‘“l; e W -I:‘;.r.n-" : :__,\li . ) ] . ’ Eg
given to this quesiioa in Jauan taat wes out of sll proropx-
"tion to the purgosa !nr vhich 1% uns 1ntenﬂed. But these

. __&E-.‘;:.-._ -’-. fl .* . “w__ __‘w_‘_ .
' -

thinge got out of conirol over there, and 4% sure po hown

: : %5‘:{:;* "{‘:
_vasg done. Lo T Amas 751
. . ) . ﬁ*}!#’{,« Al

| _ I just wanted to give you-that bajkgﬂuund 50 you
would kpow that this VaE nOT somsthing we heve ro% baern
_thinking aboui eod have not baen sincying aﬁd Just pichkice
oyt of the pnir quite rzeconily. ‘
MR, CORTM: I wordd 1ike o g0 beok to Ur. Austin.
I think tﬁese PiguzTaz repvesand IQEL*”“ holdiess of Jeooiese
securitiag?

MR, AUSTIN: That's corroct.

- HR, CATR:  PIuerican holdingo.

. :.eE '.!IR. Coyaily I thint h=2 gonid its_‘g::gn. Thzt is vhat
g;ﬁ I an tryicg to claorify. You szid thoey ware leriely inzrican?
B MR, ADSTIN: Largely Anericen.
vy KR, COwEi: Eﬁw_ﬁié'fcu deﬁérmihe‘that, iz, Austin?
. = - UR, AUSTIN: By the ndrice o vnrioﬁs zousz2s on the

—

. r . . - _r_._h_-
10 sireef who were active traders in %he«we shavres.

MR, COLTN:  You actualily did talk to the varlons
. hﬁuses?l- -
fy

© | MR, AUSTIN: Yes, we did,

M of ghat Infornation, T

our only sourge

e U iR YCOEEN: My, Cavr, did you went to acd somo-




30
CARR: Yes. We were told by tha JEPQAESE CEELr.
$ivs housos that £t least 95 percert of thosa figures I
gave represant Amarican boldsrz. In essaﬂg;iihey BTE ADari-

can Molders, o -

ME. ADSTIN: To were toié ihe sard %hing.
CME. ROBIRTSXN: Thet wos also e movves of oo
ivforratlon, Thete are foreimn holdinzs, not biok2a domnm,

whz pooket, Ig

18

Hﬁ. COIm = Ynu.saiﬂ yaa.ﬁeste
that chat gou moznt Ly cﬂqujr %, Or Gid you havs sczeﬁhiﬁg elpa
in nind? |

MR. RODEETSDM: Ve talked ﬁitﬂ e pecurliiies Rouges,
primarily tha Japanese seéuriﬁiea Iorszs.

MR, COMEN: Tor vhni puypdse?

ME. ﬁDBEETEOH: To deteriiine how cany of thoze shovas
and what p“auortian were ha-d in this gouxiry. ’

UR, COHEN: Did yourizsting enNeoTNALSs Spy othar
inquiry? |

MR, ROBERTSOi: Along vhet linas?

© MR, GO I am rot sure; I an asking you vhether

thers were any other lines.

‘MR, EOBERTSDH: "No. I thipk thai': :ls Le only %est

TTT MR, AUSTIN:' You understand, nr Enhen, thel thesef)ﬂ'

Jopanass Shares ere not o vnilaale rhygienlly tn thig coun-

'----.__.__._-.-- e

A —— T b A T

try. They recaie io Josan, ' ~

e s Y

—————
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HR, COEEN: Are there suy oiker bapks renvecsntsd

heve? \
-.'E;'-E;' '-'.*'"':
MR. TRAVERS; T &= Edward Tre.varﬂ, 1’,11:.& Prezicant

of the Naoufacturers Trust Company. I nppuu I.s A ohservelr.
) - i e

Fo arez not in the ADR Blfration an yet, but wa may ba.

4
ME. COZEN: If you have nny visws, lr. Travers,
that you would 1ike {0 eunra2ss, ws would 1ike oo heire than
F

nowv on this pariicular peint.
LI, TPAVERE: I doal't £hipnk I £o ¢gaalifisd o
exnress any vie.ws. I vould rather sit and listen, I +hink,
| HE. COHCH: All right, sir. Ur. Bri.';tTInell, you
Enggested ecvlier you '.'.’D‘:::ld be plad to tell us whai the DO~
ceduras of fhao boni axe wi th T esmzet Yo the problan of detarmiia.
ing or assuring yoursslf thet thera is po regisiration provien
Then you enrid.a in ADT avroncanents. .
I dou*t kpow whaihzr you profer to dispuss thot
ROV oY pra‘.—?eréo pa‘aﬁiﬂe .us Hith o neaara:;c:u;z in which von
wculd icdicate what ike procacdures oi Thae Uorgan Cicranty
Bam ara, wh“ch e would ...heu maig E‘Iﬂiluﬂl"' to the ﬂmissior;.
- H thai 15 the prm:aﬂu'*e yau rmL'.’Ld r.we ar, 1 will
aneeut 'L‘mt. I uzke i:his sta’-a.qsnt to all you other gsnilonea,
-that iz ycu wﬂrt ta tel ue he re :*.3 #mtﬁ?nf racord kow
_ RS SR A

yeu ﬂo th‘s ﬂ.nd r.rhat stens :.i'n.: take, va w:m"d B2 glad to toke

But 1f, on the oiher hand, you prefer to zwhnit toat
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by ©RY uf.napnrate wecoranda, thad isg agwessble to ma.

MR, BRDUKELL: I2 I may, I willﬁo,ﬁo% == kui rake
ny orzl stathmann very briaf ia vicwr of yﬁ;;;‘i#ing us ths
privilege to supplensnt it in any mermrand;ira sper.:if lenlly,

HR. Coasil: I regsog mlze there is zfnertniu M iizrapan
of view arounﬁ this table. It ic not nsceousary for cur »ux-
poses today, I don't fainm: -- i

HR., EROWTELL: Ia ondzsr %o covar fhe polnt wou hove

mentinned; Yorszn Guaranly pever go2s Torvnsd with an ADR

- issue nntil ey kove sat < un nagadnery, eldtyer throwpt ooz
of taelsr brarchas 1o Zurepe -- thoez bronebes ave loozted in
Londoa, FParis ond B?ussels -~ Or farcusi. eorvessondant Dants

vhoreby ihe bronchss or (ke corresponieas kounks Legan in

close toueh with ths issner so thal thov will becons 3rtia—

ﬂiately Faniliar with any new offering of sscuerities.

Liorgan Guaraniy is z2leo 4a elpsz {ouch in 21l casas
vith the dceoner. They do pot go Jorvard with ap issis wotil
they have esiablichad contzet with +ths issuar. Thay receive
votices, of course, inm their eanacity o3 rahnrd bolders, ol

| the undzriyvips sharss -- which fn z grzat po *“ny caces worig
"

put them on notice of auy new issues of sacuriﬁias.
:._-I*i..

&\:‘—
Thay na:a coars ILl inquiry to assura thsnsa‘ves
. .;;‘.ﬁ.n,.-wn.
that there ig no ccatrol situaiion a:istﬁng. In ths czze of

these largs corparles, ae I 2n gaya you kwow, 1t is not vory

difficult %o Caterming whellker oo pit thame is oy




C oy

-5
euntrnllin: bloch -= B8 this Corriemion 1tsa1£ uses tro

word “controlling.®

_ ;:%ﬁ'this
country that would have <o be  y=1c3) tﬂrﬁd l“i inrn“veﬂ taa /7
bank doﬂ_nnLagmLﬂpmitMLmMemﬁéd:_nmﬂh@g .
Btatuiary mesiof haz pls ~2p36d; and nls0 evel gsas so Tar s

to make inquiries to b turs thaj éhera'are cot unsald bloeks
ir the hands of dealers or othes ioeks which ovar bhare vouwld

s,

ccnie under the gens»al baod: ho? plosk,”

k3

R% ©

l-.i-

We have also consicarad gotiing elther ins teresifing

tockholder hiny=1{ ov the brolar oo ﬂa 1er 2evinT on hig

bohalf to file o cari**ic¢ua whico ill ce"ui”y in languﬁﬂa

f01IDW1ng tbe ﬁangu“we ©% tag Aet th2i the siock beiny de-

osited 15 ot stock thei would have to be re isterod o sold
. _ f4

Publicly hore,

Tie are Eiving narticular consideration to Toquisiog

Buck forns of cerdificate in connsatien with Jaganass isruzs,

and 11- ctbers, as Ur, Moxley poinﬁs Dﬁﬁ. Ve wvill he

more than glad, 1; xne Caﬁmias*on is inta*ﬂsﬁsﬂ tﬂ suonid

.....

the forn that v propass wslng - cnu*es ::wﬁicﬁ I hav
' R A

hera wiph ra, for suhh'carii‘icﬂhion £8 n fu*dhar prE?Ln“a*iva

h;ﬁél £?£“f55_§53E3F°3 of AD2's pgainei “hot sﬁnﬁk:f“':

a
=

- _-.-_..w-

oo '25- T The problen is sc:ewh ot 1nc111;.ﬁaﬂ 1n tha coeE2 of

wd many of the *nraiﬂn countrizy by ths iﬁnt that nav 2 erings

22 o; sﬂcL*ities ara ropraeszatasd hy zllnf:an%_IEgtars 2nd othar
. . -

T

-- . - 1“ i . ) .' . . -. - .\\
i Lt oo 2 T — :
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Ploted, when the stock is no loaper

. 31"-
-.E._’L- :;3‘@'. T

Places of paner whish cen ke readily identified, and that

the certificatez for the poy stock 1% slf dnn't hac:ue

geoerally availabls until efter {is distﬂibﬁi!on is o

MR. COESN: Ve would Iike to hnva}cﬁpi#s of the B
docuronts. _

ER. BROMMELL: I will he ;glad to give them ‘o you
at the close of the hearinge.

HR. COMIN: Thzuk you.

BR. AUSTIN: I weuld 1ika to B2y, Hr; Conzn, with
rospect o that; we wznt furiler gt thadtige w2 filad oup

originzl ADR's azd hed as on €iibit f0 the repisiralie

1=

statenent an enl::ge:*ﬁ? fﬁrn which maranh—ooses $ha lpngunes
ni the Act, wileh canstitutac a certifieation by ihel-olor
o deplar ﬁeﬁositing The underlyiory shopas.

We wade cara by our Londas ageav thet the stoex
vay not w*‘hir tae category thet wouid ba raquirad %o be
ragiﬁtered under ths 1933 Act. Bo:a'years'subsequautly T
qzscoveradjthit ve vors glorne in {hat réqui:engﬁt; tant
1t wes considerad onorous by our Euglich friéﬁe} and wa enended

it ouk.

I regret ta t wa amc:ded it nut -and'wa are goina

Rl
J"f-#-

wE SO
© 1n1nstate *t, narnans in somawvhai simg’ex ihn-L ga. in

foct, I think we have srbniticd to the Coniisainu thz %iad of

langunge, scmewbat boilagd o, whlch we wil) henealowrih




ot
3]

e ke K,

[
L
=

— e T e

i - o
d =l [~
a1y fer e

rd
-
o

L] 3
- -I'.; £ -
eattat oNe
Pl
; LT3 L
T T e e s

T

. 35
raquire 2s B furi{ber Rssurznce to us thal ve bave mace the

rerious nitamats nt asera :es thet lr, Browaell hos daz crihs

';w-\.

né-n !urthar assyureznce ia writtan form.ng S rhing,
B _1?’-' N :I..-
NR. CCHEN: Did you sy that thq;x1lled-La i1 ner
i .’-. Lo

versicn has bzen filed itk tue Cchnisaioa?

WR. AUSTIN: Yot £iled; 1% wns subnitteé, Lo then
at the tims ve sudbmiticd sugsesind inngmeze for 8 further
lzgﬁnd ou tha Jzporese agani, d

NR. COImis g, Ca#r, do you want to £dd sointhing
to this discussion?

HE, CAEE: I would say genaxraliy thot our Loads
offigce and our London Cajozivary and onz Tlew Yoi: and other
dzpocitory bruks in the ccuaizy sve alort %o The p:roblen opd
taey will nof 2ceent stosh vhieh thoy “now to bde "ko

As far as thz rights oiferings fo which zra Toiyly
mmerous in son: of the foreign comitles, At igntt too ﬂuzh
of a nroblsm. It iz a glighily wmore d:f:icul proklen Lo
t311 whether & partlcular lot ©f stock comss from coatrol or
n2%t; bui ‘they cre alert to fhe problan and I think they have'

solved 1%, so for as I know, in every czse

Thera Wos sone Giscussion g whila Ez0 nnvong thz

_1'\-\.-

fonr banks as o 'n forn of brokar cartif‘catian. I want to

w, .
reltargta vhet ﬂ¢ -Austin sal@, ¢hnt 1t hns EEGn sihattiag
Ir L,:f

iofotnally -16 ¥ou and wa .will be very gled to cpapcraﬁe writh

you lu Ezelrzy thai thoss ere filed beforo ADD'E nve isguad,




xR, nvswtn:

UK. RODEERTEDIT:

I would 1i%e to add sinply, Iir,

dbtnins s far as we are conca raad.

Ve will talla

Mr, Cehed, snd get a reprezentation

26

Coaen,

T2,

"paLa proezde

'\.-\.I._

fron iﬁk broter befors

. 3} ke takes celivery of fhe £D2 oo ¢he representation to ko
. 7 ir the forr px raviously suaﬂ““aﬁ ke Coozission,
- B HR. CANN: Thers iz moon Quesziion of vlether tha
9 rﬁpresanb*+ian gaould ke rale by ite Arzrican dz2ler 2pd zub-
i mitted to the Ansrienn bapk nt tha tice ADDrg

-

cen

1

F ]

depositicyg brokar osit ving tta

1
i
i
!
i
i |
I arorg ourselves.

“

i

iFae

viethar ii chould be 25 Irvias origly

"I goa't believs vz Eave yet Tasolved Lhat n

Ak ik

&r& lcsuad; or
ally had 1, by tgﬂ fovei
Eanras ghroad,

roblen

2l:ing e for p tenintive

Azerienn droker zhould

————

MR. COZI3l: If you ora
exprzssicr of viaw, I would ih
- 17 | .E.c that. T
T ;ab (R, CARR:
i | at least threz of us have,

HR. COEZN: Ccuing bachk
| to the alloiment lettors:

fees £ - had refgre:ca to
: 23 vhsther avr u* il
L ] -
e unﬂarvri far" as d2

I BIOWELL:

Ve bove cone to thet teniai

»ﬂDBB in ra,hrd to t:n_pnaaihle q

ILkpd redersace sore %o tha etcac ]

ive coaplusion

to Mr. Brovmall pity ra eoeng

Do I unders»and,prowerly that yeu

L‘*“ﬁ'&n.-!l_
Fiun

R

JE ENLTHS coua fren a yarsbn ﬁLny ke Ten

stinguisuad fvoﬂ B contio}) nparepnt

E_

63 oI

. ",
- -

s

.
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tiza that had elepead beiwear tio dite of tao originsl oifar.

inz and tha date of the tendew of f1a soenrities for ﬂcﬂc--*
ngainst the issuance o? an ADR, becouss thu cartificafen
0f new stona under the proctice of Io“aish tuhntries ton!¢
Eet out into cirenlatlon intc the narket i;;T:.;;rinﬂ ot
tina. ] } !

In the caantizae ko allotsznt letters TEprezept tho
rights. Yt was the peiriod of t;ue I kod in ping,

HR. COEAH: Tuen Perhiapz you onsht o Pursug tuzs
a.litﬁie_EUrﬁEer. You hzve tolhied shoul sesuvones fang a

s;g;ﬂp: rarsons hayipg &

= -

ghares don'§ co:a frcq coﬂbra GO

conirol reluntiounship, vhich T thinpk: is coza nsarly _taz siziu-

———— —_——rr - e e— —_ e —— .

-—

the shures or soypeitieos are oot coning fan £ uersaa 25 oy
. . it oo A

! tory fest
LT B What steps o you io™e 1o azsurg yourrelvas (hat
be a sintuiory Lﬂﬁ“?“r1E§{3

. M, BEOUWISLY.: e to%s stans to bz ﬁma 1nfornsd whan

tiere i anv public oiferiny of ;haras. Vo are 2leriad whan

ve have word of 2z pablic offering. You brooden tha gquaztion

t inclvde soneona whe right be in a position of undartriter

L™

on a smallsnala whexs ha nurchagsd spcuritiesn direculy

frum the issver witn 2 view to distni hutioﬁzﬁﬁlﬁ thorz was
o -u-'- Tl

LOT A genarglly recozolzsa public of*aﬂiné;ns ﬁhicd our

— _ e L

Tepreseniative wenld khave notips., . fﬁ”?3"-"

UR. CONER: Yes, sir,
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R, BﬂbﬂﬁELL: Taera mighf be B possibility of %hni
kind, That 18 ona of the rarzors vhy ve nru;prupua* to
Rdopt the form of certificets. I dourt ra:y&nur:h 12 ire

s,

ounber of sharas involved in such a siﬁtaiiuﬁ would be very
lerge, but 1t 15 to glve farihay grntesﬁioﬂfggain:ﬁ tk2t Ling
o7 thing font #he bank 45 going 3o mate use of the Zomm of
cortificaie to wvhich I hove referred,

MR, COHESH: M=, Ansiin, is gour c¢elarzatient Zorm
€esignad to cover Eha?'situ;tion 25 wall?

MR. EUSTIH: Yas, Cefinitely. Bui thsrs iz 2
furtaer arsvranco as Te ag wo arm corearazd, - Mo, Cohzg,
gnd tant ig {his. Ta have a London £m3nt -~ or2 of opo
corresﬁaﬁdﬁnt banks, the Jetiorsl Frovineiai Lan%., Thcre 1ig
on f1le with the Commiseion as hart of ezel reg:sarp+1cﬁ
statenent tke pgroeciznat peivaan oursslves ood o;; LonLan azant,

They in thet agroscsnot underyiaka {0 s2¢ to it
thaf the catszory you manilonad ig not rods a?ailable for
1ssuag;a.
| iR, EﬂﬁEﬁ: You undzrstand, Mr.. ﬁustin. tLaa X em
feniliax> wiih ihgnl, Je bove discussad 1% nany times. 1 |

i~ .

peot fo gt it ig tuls rocord, 2

MR. AUSTIN: I undersisnd,

KR, CCESN: Do .any of tho bﬂuks want tn EL22% Inoihas

to this preblsn kefore we Po53 on 1o ﬁha t:a&#n cc::uni Ly
. . --'—""‘;"—---..

(; HT. rray, I take 1% you £1# & repressniniive of the
'

_.—'
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trading conmuuitr.

Eill you 1danc1‘y oursel? erd mmaak

tu thin prnnlam or :ny REDEC oz it that you tuinL wopid L

—~u

'rulavnnt to our discusginu ‘2nd belpful tﬁrf'J

r__ b g = ..-.;,, =
tantly -= tu '1 u;;va tice

pu‘b‘l 1c - . . :.

tth: backs, and -- nore laposria

| R
MR, FRO7: I gn 7, J,, Froy, Chodimpy o.-." t=e

Eaanpiiias Conities 0f {the X

FoTalpn
AED, E‘ﬂ 1 pa*tnar in tas i)

& Co., manbers of t:a Taw Yol S%co: Ezclhianca,

Be;a*a I snguar your quasﬁ;cn, Zny I sxv ot we

£T9 wosi gvﬂ*a 2al th 2t 8- iE!ﬁ AT@ in exisisnes.  Va arz ploo
very pleanszd ihnt 2 hava Tte £ ecilivies o ADMIg,

Bofora I zngyer any ?1“th1r quesiions, may I for

thy bernatit of thosa vho are rog ue"cers o2 the L taka

et g

a f57 E2 a01d5 o2 yn“? tlpn iu explcin {ha Darcora of puw

ﬁssuciation. Tﬂa banﬂs &r2 ol richarg nf the KASD, Thig,

T an BUry, will ﬂssisi you to uncarsipnd w2y ve mwst Fires

a nd fbrézust fight Tor ¢ha pra%mctiun of the publie, {as

final end p? tha canln uf £l oup prc et 4ous.

Tha purpnsa o tﬂu JHSD is

o’

ntiva eifn_., *ha invﬂs aant bpuﬂin, ~nd sa*u**t‘ss businsss;
to s;anﬂaréiza iJe prinuia1a, anﬂ prac*ica, to proote the

.'hiﬂh sta*dardﬂ of cc:“ercial ra

BoT; auﬂ

LIPS L S .

Eecunﬂlr, tu uraviﬂe a "ﬂdiLﬂ tnrcu'h whieh its

. ..4-{ o

to pr:nnta, tarsush coosner-
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.nanbarship uay bo suahled to cnn,er, ConsOriE, and wooperpte
with Envernnant and other ngenc es in the pﬂlniinn ol P‘Db1$LS
affecting rgZ investors, the pudlic, end the invuntnac* s¢uitities
business, . 3:2??ifg-

That 15 ns far ps I will oo about:ﬁha KASD.

I beliawa.l will not ha?e to sinte -~ 23 wns ie-l

cently doae by e rember of tha 820 in answe irgr gquaztiony of

Iord Jenkine in Londan -- tkot ths TemaThs thad ore pace Lara

soday eve mine and not necesshrilﬂ Thoza of $he Comission;

H ¢ i oor that thay do necess;ri;; refleat the views of tha Acseein—

11 i tion cor oy c511ea-vﬂs oL tho gomm!itea,

-(:T 12 ) e fesl that.fh discus zsior waiek bas taien slece
151! € Iar is probohly in an ared whiey is vory surprisine. fe
14 Teol that tha issuance or ADI's by the banks 35 8 Borvice of
18] vhich we avail ourselves and pay for 1t vary denéng The

banls 80 doing n very aseinl Eervies, but they are uhder
ta¢ dnpression that thg broker-dsaler coraunity would be
caﬁpletely lest 1f ﬂDR's would rod ba issvad by bﬁhks..
"7 Ibelieve thers s other fncilities. I balieve

that the broker-danlars cnﬂld ret fopsthor aad erests t

own isswing machinery, .and would- ren this 'on a ron-profis

: . SRR
errning bosis, ' There 46 absoluis 2iy no reasnﬁ'why v2 shouldn':
' "&‘*-ﬁ E'l- ." .

arrive at that noind; ond the 3.10's haich ara gvallahle csmlg
be fﬂleﬂ by suck an n“*nniau*inn nud tLﬂ ﬁLblic woull hava

the ultimaie banefit of such sn airrosansat.




ir

e : . L
We have baan toig that ths banks Zeel thati cona.

-tition i good fnr_ﬁﬁsinass. Tha ftrat hnn - ¥RE igzuzd a*nﬂlx/f

) 1;25;'inﬂ coupetition bag been goinx on arur“tluce I do

T —— ’ W X Ir"‘
ot baligve that the ADT rateg throach cngp; tlnn have ever
é_ '

'heen reducod.

. : }.? '
We on behnlf ef tre publia ave rPeying Por {his f£o_
cility,
You have discussed in phriieniar Jopopzes ADRte

today. Y mnintain th@* ihe b“okarava cormmnd gy Qid not peg

— e —_— e i——a =

origina]ly cn hove a_ ~fRpeilitieg a7 ADR's uniil such ting

e

T T e = e e — —— .

R

a8 we vould filo {ha wa cauld mainialn an oxderiy narkef ang

would 1o 1o wey deceive ting * public, By déceﬁvin# the public,
I mesn we should have Zacilities to exnlnin in sitwle Ioccvags
tae risks iley are runnigy in reguizing sueh forsisn securi.

ties.

a Jave EO faf sugcaaded in Eoin* thaig in rpost
othey foreign macurd xies orior {o the issuaﬂce ol ADR's
bscausa -~ 2% Mr. Cohen PULs it wu “homa are tivo difforani
egimale who are dealing in forgiga securitios, those vho
originally buy foreign sesuzities besore AD: g ara issusg,
vhich %5 the reeplt o our discussions e;plnininﬂ corinin

-Ar:-._g};".

reasons why theoy would 1ike %o ba investing in in*aign

* s

securliles; ard thoss lovestoirs wiho buy .&Z}R'qﬁbeeau*ﬂ They
ere wader tha Inmbression thnt this irgirmant hasg boon craated

with the pernission of the 820 fnd vifh fhe halp of Zhe mASD




1

3
4
15

H
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and with the grest aspisionce of tha banks.

E

This is probzbly craatins a very Illaa Amprzssion
_ ﬁ

to the lovestor, It does pote oux pnsitinn -ztrnhaly 5823

il

eult bacsuess the type o? investor vho buyu an ADE is gﬂLﬂ?a11y

the suall invesior end pot the vevy large invésﬁur.
The large inveator dozs not feel %that ba kas %o
nvail hipself of the facllities of the ADR's. Fe feeis mo

can spve this money mud bave even the beno?it of otasy Paoilal

ties_which he coulé not bave under thﬂ ADR arvengonsuis,

I don'g think-l vort to saﬁ auy“ﬁare stout fhis }
gltvation now ﬁecauée ths queﬁtien oF duplf:atian, I o3 sure,
ls going to conz un lﬂxer.

I-would dnly 1ike to pointjcuﬁ that we are setuoally
the benaficiagiaﬁ of ¥aosce ELR's, But I thind {he broks ara
under a great misappfeheusiﬂn-if tiay Think {hey cen forca |
our hand ths way they have bLeen doirg 1t in the ecpsa of
Jepnaness sacuritiecs,

HR EGF“H- Did you wani to respond o ihat sinie-
ment, M. Browuall? . R o .

2 MR, BLOWT Lis i don't went to resuanﬂ.fo »ost of
it baz 2use I th*nk Lost n* 1t is cc:pleualy uutnide ol the
) Pl
four questinns waich you said e weve hara ii ﬂiEcLss-f f, bf
ST e e L e A r‘

'_ But Mr. Fro}" d*d :i.n.fl"caue thm‘: ha ﬂzoug.rt e use

- e — —

of EDR'E for Jaahnesa sacuri iES invnl?ad £0 alemsnt ol

decelt kacansa it wos not sossibls to enposs sardain
= _ .




AT | ' . 43
i._“ o . - .
» ¥} cheracteristics of Japatose stocks in esnnsction wih tha
ADR'
X potnt out firet that our prw;nsnl‘invmlvﬂs 1
. L
: great deal pore disclssura thon ig requi*udwpndar eny 1%
:i. Fo '!":ﬁa

ing proposzl or practice with resacct to ﬁhe sale of Janapese

., - & Btocks that Rre 0T repracenled by EDIte; ong I wanted tc ash
i Ur. Froy if the comnends thzi ke npede uwacde» {hat patics
difficnlt vord "decoit" viieh apndlr to ASR'Ee would Lot ezualiy
appiy tﬁ the séleé in tﬁis cauﬁtrﬁ of ghores in Jzpunsss

companles,

-
B
e LT A

LR. FROV: I Qid twry to pcke trig aussilon very

+
=i
ey

™

in elear. lMaybe yow hoven't haard. I exnlained ¢, Y7 ws iry
19 to sell or denl in underlyins securities, toat peans originally

Japanese sscurilies, ve ara dealing with 2 giffersni tyns

of invesior who invariably geois z full explanaiinq from vg |
verbzlly vien ka wanis to ta%ko an interesﬁ.iu fozeipgn securi-
tisé; |
'ER. BRﬂﬁHELL: Suppose sone othsr fira dacz_nat
ccnfine 1%teeli io nealing vith tha large investar. Would
the paswsr ta By fquestion uith resnatt to then nut_ﬁa'ths,
_isaua wilha respect to the sale of Jroanase stock ané vith

1rvspect_tq an ADY, except perasps in cﬂnueciiun il the ADD

thege_mi;ht_ba_a graaler ﬂisc}osurq_ty n_Ehn

11-

tu wilch you

refe:ra;?l

HE, TEOY: 1ot oz tha ﬁDR's which ¥ bpva 4n f»ont
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1 of me. But ib principle ihat 15 wiat 3¢ should b2, Buf in

our opinion it iz lusuificient., Besides,” the averppe in-

, -‘___,_;-l-'-'_'-‘---\—_ —r . _..:'l“ I-' v 1%:&: e

vestor does not see the ADR probably aveif'g%iil.
. - A ; i

i BI:GI‘IEELL- But you 43 ezreo that the crestion

jn:u raleed undsr ihig -- I 'l:nin‘!: imnp opri te -- word

€ Tgeceit" would apnly equally --

S .- . . ME. FIPY¥: You say ve ‘decoelive?
b i HR., BEOWITELL: -- $a ADDIg?
¢ - MR, FIDY: Ln, bogrusz I have Told you that in the

crse of the pan who wvonis 5 invest in 2 Zoveig: sacuity.

B we wou'}.d g0 to awnylengih of tire fo e}.p'i iz fo him the rigks
12 I:md the ﬂnnzers ach thz rest»iptions, Tha‘h is ket wve bave
.IE'- Ir """" in tha JLD - Viers the idan hek bBien Svaried thot this
1 is the Wew York markst, which is m_a"_ sasy'traﬁing parkat, oaod
5 | yc-ﬁ _'n:-.-nnnﬁ go %o fhe s:rlr:s —
1% MR, BIDWILL: Vhy couldn't you make errcily tha sane
17 .- di._sc.lqs_u:'a hare with raapec*k o inc sn‘la pf &n AP fhet you
1€ |! muld. r.rii.a ragpect to tha splz of A s..ncir.- rezurasenced by that
f&nﬁ? B
| i , MR, FrOT: .'Ba':.tiu.ée there is o vedy n;:ch lorgor desmont
- v P
| géﬁéfally ffc}r an ADD than therz is for ;:ha nnrn_l Enare peicre

:;,-a""fw-‘-

N 31 MJI‘: is issued.. _
2 :m. camr- lay I say tvo t:aiagé stout ials eis-
24 § ct.ssinn._ First, Ir. Froy et ributaﬁ 'Eo =3 20as stoaterzant cooul

B o twn di'ferem kinds of apisals, T sm osuore all of you wedazrston




. ‘ I
iI s not referring to eny investor -- vhethey he is saihis-
tinntaﬂ or unsonhisticnted ~~ Q5 A2 animal.l Tﬁe secont thinps
I want to say is thof, vhile I aid lizt gl‘;%;‘.rl; pointe that
I thaugat should be discussad hers -» r.ud I%Ihnuld Zeve made
this clear at the outsel -~ ) dién'g 1nteng£§p 1imit o

discussion to the four roints.

I thin% everyihicg thﬁﬁ iz relevent to the ADL
gituntion should to tka o oné »pos3ilile be developad An this
racord. TFor vour ia_annunan, 1 kave in ningd that 4kis
recn-d will be prﬂuwnah ta eﬂﬂ“ E* tha Cocmdissionons =0
that each oune of thza czn corsiéor fhe problens to the exvent
that we icdcotlfy and dlveuss -zon 13ﬁs Leré-uaihy. e

I think our roferan c- 10 tgu difZerznt sitvatioas
related o a di cussinn I had wilth ﬂr. Froy in vwhigh I raa in
mind tint thera pary be g ﬂistl iza 50 IoT as invesior inter-

. . . , T———T
est is cOnce:ned and Fubllﬂ interest is corecernsd beiweer Ths .
prnfessiona; araiyrager, wao thearaiically at la2ast is sephis-
ticated in a11 of the nu#nces oI {he prodbleug; and *he ordipary
-invgsfo%? 'ho may be con s*ﬂereq_part_qf 8 nasg 12 et o vhet
: may"ba ﬁopad to ha'a mase narxel, nad thsrsart of thing Pail
- ) N _

Loonis referraﬂ {to h?u he o Hd?erted to tha aﬂvﬁ tiszmzut of

-Hérrill Lynch¢
et e o . . '_'.._J_*__ *1,’%

I ﬁcn t meLT by chis, nox d*é ha men u hy this,

S " =T

to suggasa.t i Larrili Lyoch is 1mnruﬂa lr advar»iﬂing. Buat

1t is an 1ndicaiiun n‘ tha casire -~ and thers is no rzocon LY
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12
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1t shouldn't be earried or this woy == to attract o wider

1ntarast and therefore rors of & npss markat Inr en 202 vaich

%I,J'Tb'l""l.
g I understand ir. Froy, has traﬂitionnﬂl:'buan conliced to

- ;'. {""'%.-

a sn:allm mrd 2 move sophistiested mar‘ket.; Lo

AR

I think thzt iz tha point that 9a$naré disnussing;
I didn't moaan to quarrel with apy:ing you sald, Hr..Brnwnell
I merely 2m {ryinz to explain the allusion,

#

Are thzre any other reyreszriatives hore of the
tradicg coimunity who wish_té ba hea:ﬁ cn this paipc?

LL, FovY: 1 will:agrea-to*stﬁte the nanherﬁ
of the Faraign12ecuri#ias Coxnitiee wich relerauce o theip
feeling anont anzne;a ADN's irem cur miﬁuiés, qhich ora
eonfidantiel, by thg vay, ond ara nol publishad oihzowise, o
are not supgosed to be puhlished, |

qn. FilSN: My noms ig waarq Zoen. I gno the Focre-
tery of ftha ?O?Eign_senuri#ies pp:mi:tag ui {as liat 10nh1 .
Lresoeiation of Securiiles Eealers*

HR CGL#H‘ Eafara you praceéﬁ, Tas referznez yeu
made tolcpnfidenii;}itr: _Thig 15 rot a pubile hearing in ono
BCDSe, ﬁut L“QTE =T'® no restrlcutons on Vang Y3 53y hewa itoday,

02 cnursé the Comission will have it, and whﬁt v@ 62y here

e

today nay becqha 2 Lntter o; pun ic racurd !n nnaiﬁar forun,

"@‘-_:'* -

‘.. I.l"\—\._. : .5-.

nn FRDY- 'I.haye pa__issinn :rﬂn uur IZnecutive

Diractar to he va thﬁra ninubes read i rnu wuu1d 1ix

. UER. COLEH: Thank you.




AR TR c ; : : . i
‘HR. BUEN: There vwere discosslions witk regord to

2

tha laauanne ol ADR's, mud pari inularir the Jénanesa rorilp-

tinnt.' Tha antire Conmittea vntad ES one tn= arnr of this
F‘"’ -.'..-

3

tasulution- writa R lat er to the SEG agp;

':' nf the Cnmmittee that 1t 15 necessarr fo. ﬁhangﬂs to ba uade

oy

in the axisting ananese ragulations to pru%éﬁﬁ the rublic.
—._.._,_'_,_,_--'—'_'_'"_

The regulations ate presmeni aive 20{ accepizdlie to
broker-dexlers vhe have %o neke Primary markets in thesa
,Bgcuritias.

- A% aﬁnther taetiug,.June-E, me:he“ﬁ ag?aéd unnn i
moucly tulsand B telegétﬂ To ﬁta.EEE suggesting k2 Souy
Tegistration bz approved 28 a pilot desus: . the oporoval of ths b

B
issue of all of the AD's5 to ba hﬂlg up until the foraign o
eﬁgg;ﬁge realations caulﬁ e eased, wutil the Cozmiiiaa

e et et ———
could evaivate the Enn; 023 tion_

— -

L

I way ba Ebih# ohead too nuch, 'Thape are tvo
athar rsetings witn rarnrd o dalecaﬁion.

Mz, FILOY:. Ub wiil wait uuyil pulc cuna to that.

'HR‘ CDHEH- Thank you, Iz thers any repras=ntativa

here o a Inpauesa sacurities hnure? Is thera anybod; he:e

_nuthori e& ta spa k on aeha‘f nf iha Japnuese securitios

- il .3*:"' LA
houses or a Jananesa *ss:er or. ony rav—esan?ative ol the
. . . - :ﬁ"-:.* I-.i'l'irij -,:1.:..
Jananasa ana nmand he“a, o any waru of t&at Enva‘nmznt? .
- P . . '_'.:_-‘._-_ - |’ ) s ..____ %# Lo
g

- MR J&H:S Du?Ln- I tninﬁ pﬁ"haps the racard shuald

show that the absence oﬂ taese intsras»s whach you have just
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mantiunéﬂ ie not &u--to tﬁeir deck of dpteras: in thig ELDjecty;
lnt perhaps becaune 1t wasnlg unﬂa:uﬁngd g?af taai_ inuﬂxéuig
lhanld be axprassed hara nt tais tiue, _f;Eﬂtt kpowv {het
o I think the san2 mipht ha saiﬂ *ap tha sonction of
the ftrading cu;nuniu; that 1s reopresoriad by that ad. They
. obviously have iheir poinis of ﬂfffaranca vith the aresco.
tatior which bas besn nsde.
| HR; COEH: jﬁy I tzke sdvantone of e fact {bat
you did volunéser your state:@nt. I? you aéa_fauiliar ﬁith
e polnts ol Qdiffsrenco pnd core o oxpress them, ve woL1d
aporecinte having you <o so. |
| | LR, Tﬁﬂ"ﬁﬂ EDVLJ_ I nﬁﬁ, ﬁr. Gotaa. I pas £
reviesantntive of tha Pivst Hap1o“u1 Cii? Eanl n91e, bat X
thiok 1%t is prorér tant e reeard pol 1aave an- inL‘c“‘iDn
thnt thoe JE“EEGJQ securities hovzag would nog 1i¢¢ te exnress

a piassntaﬁion o weatzver thaly peint of view 1s. T dog't

But they are éinply rol kere, end. I don't Xnow ¢hat

they upre nsked to be hera.  Lerrill Lynch, of cocyse, coulda't

have knaqu that 1ts npna woule be discussed. e

T = ;5;.--\.1. '“""-!‘

WR. LCOMIS:® Siree lerriil Lynch'a'nama ves dis-

"\" LA

cuszed, I thini 1t only rcnsonzb1a 1o an fhat that savertizecss

cnntaini na m*ntinn o Japnnese;saquities. I precene 1% was
| :

uot pddresssd 4o that particuler problax,




. £g
MR, PIOY: May I just say that ons of the naviners

of Herrdill Lunch a#nd Compaty is B mewber of our Comitice.

: A e

He was of the sare oplutos as ihe oue sinied ;b;r e aad
"'.:_" ,:h!'#i ;

coverad !:._r the plontes rezd by Mr. Enon.

R i
ER. m’Eﬂ" Mr. Troy, may we ta.::}adv.,ui:“a of the
. ] .
fact that you zro prnbably post £a03licr with the atiituds

0% tha tradicg commnoity. ¥f therd avo nipority viswvs vhien
; -
you thick mighi ba hslpful 1o the Cfa::.:issinn in thip arez,

gl

despite your 4% szgra“ 2ent w1 ..h Then, 1% yon LD dizag

E'}

with then, we wc-ul_d aooracitte 1t 4L youn would indicpate vwhat
tho minority vizwys zra,

ME. TEOT: lr. Colen, I beiieve Lz, Mo ':‘.‘.e,,r i5 nora
qu.a‘liﬁ.eﬂ to zaswvar this nués im, &3 R xns ba2en in tovch
with toe trading coomnily setively over the 1::.5.?. TYo wealis |
to covar ihelir views and hova the necesSLTY infeipation ot
his disnosnl., | | | |

e even cﬂntac‘i:e:l firms vho Ere perbars of our

Coraittee, I think his inm*‘ns‘tinn is m-:ira sexurcte tho

.mina.

1=, ﬂnnﬂh* Eefuf—-a I as'.l: LIy, ..Im:lay wLat Ter he

WiEl"Eo tn 2d{irssE Linsali i.o t;.is poiny, I want to danl al with

‘H%&
a.nathar point ‘thﬂ.u has heen r-_.;.l:.e. I :lsm..ad nu wrliten inviip-

ticns ta anycae, . .I. 1d iudica..e -- and I thin‘!: this reesived

E'DL.B rica ecirevln t:.f::n - t,.m‘: I wc-u'l:! aﬁﬁvecia 3} t‘ﬂosc of you

whn a2 interestﬁd :ln this pmb 20 meking Lhoowa t.e Zeet i
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@tda't intend to excluda anyore and b

we ware going to kava thig conference, eod that we would lize

to have in stigncooce at the conleraace anyone who wirki

briuz to the Commigsion infcrostlon or II:Z;::t! wvhich wors
relevent nr might be helpiul o a cnn“iﬂa“ﬁtiln oi the
frﬁhlem and resoluiion of the pronlan. ,j‘F

Wo did not iniend to enclude znyore. Y fhici: thnt

I indicated to lir. Froy that znyops vio wishz2d to come znd
F -

express p view was weleonz, I2 thie did uot reccive s wide

cireulntion as I thought it bad, then I an sorsy. Euﬁ ve

wrd no svch in‘i::.n.....an
i, LOGYIS:

It might be waniiorvezd in theot connze-

tion thet tharo wes an avtiels in Tihe Maw Yorh Tines last

Svnday vhkich reporied thai a nzeling with relewrorcs to

Jananese ADR's was roin: o e 2eld -- althovesh fthe article
Gidn't extond a public invitstion to zitend.

MR, COHE:Il: . iUr. Stevenson, did you want to soy

sosething? Would you idepitlily wouvrssii?

LR, BIAVINEOH: 1zm 2 partoer in Syplliven ané

Croovell, Ve rapressntad $he o negin* Lnd*rwri 2’3 in the

Eony rinpnelnz., - One of fhe mzeegivg underuriters was,

of course, % Jepenese securities fim.

1ika tn nz‘ f:cu thae stonid-
;,ﬁ ror
9¢urities i

- .. DOne point theot I would
roint of nzﬁﬂging underwritass of. that

are of coursa very useful in coninsctioz with a.public

ADL's

offering o? Jonaness sesurities. I $2ink thers
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ro cpposition on that point, that vhea thaore e a 2ully

ropicterad public offoring 4t is 2 great cnnv&niapce to tus

4#?"aﬁsricnn purchasers vho ara rezeiving the nav spcurlties
"' % éf' e
719 having ADR'E rather than in beving the unﬂaﬁiying shares

-uf' ‘a- 1.:-.-
|.1- Ly

gintierad. I SRR I

,,.,_:' . - . '1

I thirk it s2lso ooy he sald taat thﬂ}ﬁTaspective.
tuvestor hoas a batier idec of whai he iz pgatting if there
Lave Beon ADR's traded in the Unitetl States pravicusly =0

that I thipik there is a cordiain plug that as5 ©o be neiriad

tho other way in havirg exisiiny arn MDY nmazhed hofore & 6aY
otferirnz of p foveizan sacursly i3 noda.

3
#®41 ppninst voma of these considoratious that brye baeu neniioned
I pn not authsrized ns fEx as thls particulesr hazaring

- .r_".‘

ie ecoagernszd Y0 sneck oo boheld of say ol e Japanese 2ivns,
Wl vt it is cer:anly ny 1 on tnau == subiesi tu BLY LOT-
%0 restions that pay loter be rads .- ihe ones irat I talkad
F

]
)

ta Lre ﬂefinibaly in favor of having FO3 's 2s Tell ns undzy-
1yiey sgcuritias. But I pate ihat 23 £n ohsarvaiion roshor
than 1z 2 statament on their behalf.

LR, COMEN: I would only add one furfhor thirg to
this potat that bes hsen roised about atﬁandﬂnca at this

veating, - 1 nov wish to extend to any Jnuanasa ;ifn or &ay

‘-r' .-
|‘ L riE

~other fira tus osposiunity to submit to us’ pn; mennranﬂa
y I T

‘that thﬂy th*un relevoet o holpful le cnnuentinn with any

I N : " . .
of ¥ie patioess ve have dlmcusced tofry or eny olher notier




Eik

mittez of the JALD believes thal

ralating ©o the eative Jeransse ADR situation.

in. EIDVATELL: Mr. Cchen, noy 1}_
MR, COEEN: Surely. e
MR, BEOWIELL: Ti%h respeci to. Bﬁ: ot tha thinzs

Hr, Fray hes just eald -~ and of conzse taiﬁ Conm*es‘an, and

T am gure everyone eloa howre, es grentast respect for

£0 OXDIe35L00 o npin;nn b; i) rnittee of the ilztional

hsscciation of Sacur;;ies Larfprs == I wonld lils fo

teke the tizs fo go furitzy into ithai resoiution 80 we nay

- L

[t

clearly upderasiazd the vessons Jor i

Ag ¥ endzrstoed 3% Zroam vast lly. Froy soid of e

effect of the Taesclutlon itzel tho Toreirn Securities Com-
L

Lhe existing Jrhenese Joraise

exchange restrictions are oot iz zll respocis sciisioctory
!..‘______.__-———'-"—-—.. —— - - —_— - .- o mmem == e = .

fron the point of view of Awericcno keoldors of Jenprnese scecis.

That s, as I understcod 1%, tha only renson thet

was glven that pra:pteﬂ e requast €0 the Commissiecn that

———

ﬂaasa Anerican dauns*taTy raC 1ots for Joponese secutliiies

—_——rm . o — J—

uat be nnnrnvea or —-= o siahe it nore secuvpial +a2a% the

Ak wa AR oy o mam

registrat%an gtatenznts rozsidicg those ADR's rvol be allewad

to bet&_a el Pactiv

s g ranson.

g

I wole 1ike to ash

- q-I-
i'“ ¥
] !' IR

Alsn, (%3 thnt ba t;_ T wonld 1iks £6 sk wheirer

ezscn,

z:ﬁly t_E sazy BY g" pt wonld aot zpply o {ue purcha:e hy

Avaricsn resiﬂants ard pliizens of shorss of stoek io

s .-
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JEDANSEL eampanian.‘gg

e . COHEN: You have anticipated my next question.
. e s i fo
I wnulﬁanpruniate en snswer %o thel, too, nr.

X do not think: thag z hamtln-r*e“t to
Sn- -‘!i'.i"_?
» newar this question baeccusa ths autnurizatinu for those
: $ :
pon-iscued ADR's was held un by ths SZC and ozly op &dvica

HR.‘FEDY:

But the fimal deecision is with the LIC,
;
Hevia I misunderstool the guestioa.

of the NASD.
MR, COIEi:
I thoupht M», Brownell wns_as;i;g acother geostlon othisr thon
that,
HE. BENRIZL Thai's Tight,
Paranrs you vwiil resict? it yoursald,

MR, CO3e:

B. BEOWIIILL: Ur. Conen is dguitz rlahi.

tion, I stated thnt it apungzrzd to ne

from whet you gaid thnt $ha rensor for ove delry,.nnd thae

objestion To tho issuence of £D00's on bolkels of your Conniiides,

wzs the exisisnee of certnin Jrannsss Zorelen e chanﬂe masila-~ .

tiong,

'Einca taat ls the fzct, I ask you wheilbzy esxecily
the sdze objentians and razsons womldn'i apply-tn the s2le

ol ananese sharas that ware npot renr;sanued by ADR's
Sl

I wuuld very nuch Iik

. i‘“ *‘.{ -~ a=

Hr., Brownell

ME. Fﬂﬂ:

0 answer gour questiun, hut that ccaas intn an fiea which

-..,r.,_

walgiii'ﬁfﬁbéhly cover 1ater ;- cnﬂ that is tha ﬂussticn of

duplication ol ADD'E wLare it is eat“enely inna:tan“ thot thiz

.
- .

.

.\.

P e o A i —— ——— ... e ——— .
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question be fasvered iv that connaction.

.%-;- Anyhow, the rectrictions at tha mamanﬁ on foreisgn

:.!-ul !? l".';\..
investuents in Jepan ara B0 camplﬂcnueﬁ‘thlt nanr of the

profeasianals do not evsn fully uudarstaﬂd an I wou

T \?_"’f

ragd the ﬁisclnsura cn too of tha Bony AD?'qﬁich woE Lonroved
by the S2C, Y would say thei I haeve read the €hinr well ovew

& dozeun tines end gave it to quite a iew of my eolle

: RS WL
¥ .

and rpona of then kepew what it was reclly nll z2iout.

Bo how iho invesitor eould nossibly fael <hat his

interesis n 20 arptecis2c by this disclosvrs, I wouldn't say.

to dzal with Tho »dlic, and o5

2 puplle, That is tus only gus

As w2 are tovin

e Ere Ltryins 0 protect wae

‘¥ ¢ra give wou.

[ F1]
|

HR, BEOWIELL: ir. Froy, I #m rcot esnduetling o

hearing and I anm not im a »osition %o recuest np enswer fo ny

quesilion, PBut I subudd thit you hovea't even alferdizé o

encwer it. Haybe you dide't undavstoed 1%, -

| iR, Y =22 not B lawyef.

P N
" _ MR, BROWNELL: TDo not anacﬁly the same poincinies

apply % h resﬁec* to tha saiea ol Jana:ars ghares =5 £3ply to

ADN'p with respect to the kird of thingz you have boee irlking
' -'.'1... f‘*’-gf;-ﬁ'w'

about?

. MR F20Y: ir. Coken nnawareﬂ th!s qLeztlau pravious

- % -

I ¢an nnly r'paat to ycu that in oux oa*nin1 ‘*e ierozicy --

and we will not use the vord soinzl -- vhe $uFE a ferzien
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socurity is a differznt kind of rersca Zon tne pereon wao
buye ap ADE end o diffexrantly iniorred pareca.

This ie not banad on ery cantantio; of wing; 1% is

nf'

based on coTiain yesrs of guperiencs in fﬁfa busiress. |

UR. BEDEHELL: 1 won't attem;;;iﬁ-ﬁﬁnss-exaaiua on
that point. I thick bis auswer epechs f&giitsalf.

H&. CCER:  Mre, liozley, 1t was sugsested you mipat
be farmiliay wlth the points of view of oviers Troling valch
bave pot baen exmresssd thus oz,

UR. OTLEY: TFirs:, I.vnuld 1ike to sfate Thnt
Hr. Froy's statenzpi is incorrect. ﬂhile i iz ftryve thal X
did discuss the quesgtion with ithe broler community in Ilew
anﬂ, it was pot on the point thet lir. Froy npentioned.

I czovossed fhe comralty ou the guzsiion o duplig
tion, which nvp to now I don’t {hink hag beasrn brougat {o {he
toble dizzctly. o I dou't wish to say aaything or thal
rizht ocw,

MR, E N: 1 undaTstaﬁd, then, thﬁt you T2 not
1ﬁ e position to speak to guy polints of view of trocdars im
these sozurities with respoel to the other problems Tonid

v, Froy mantioned, apart fron the quastion of Cuplication?

MR, MOXLET: 1 wowld =olte a ge*a“a1 statazaat, that
*ék

. Hr. Froy and possibly ¢he resasluilons passaﬂ by the Forelsgn

--‘.,_,,_ - L

Bacurities Commitizz co nod raprasant_tha opinion ol ize

comnunity oa dealing in foreizm szeurities versus &221iinz In
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forsizn securities in the forn of ADR'Ss.

M2, COERt: TVould you e:paud nﬁ?phaig placsa?

HR. EOXLEY: I thipk we zre zatﬁug‘inta philosashy

'.,';5\!' K TR

.on this question. Weasp you go back to 1955,*1 taint thnt

probebly there was o 1ot to ke baid thal atitpat tine 2 lot
of the conversations might keve hinged oo thon Inericzu-held
forzign sacurdtiss, But car%aiu}y £ll of ve hava witresoed
whare this Anericon buying of forsiga securifiies kas in-
crozsad trewandously. '

I thint 3¢ is a natiter of opinion, bt I baligvya

youa would have hed fThnt vovezceal even in oz ebzancez of ABDR'E,

1t is tima theat ADD'e bevs foeilifroted $hino povenoni innzpmeh

es 1t ei_uwnwa d 2 lot o2 the hordsiaiss ievvolves in cdonling in

Lorzizn securiﬁias ip £he bzck rocez o brohoroge hovuas,

Hr, Proy kpzrs -- ond I a3 sore he will agvse -
that ﬂDE;s Lhave elizinnted p trenscdous poount of dack room
nvérhead 2nd bogk room woill. Bo I gZat back alvoys thial ADR'e
do not initiate Anarican bugipg or ﬁ:e?inan interest. £LER's
follov 1t.

That is how simnis u445 w:olﬂ hing is.-

Un. AUSTIN:. I would like to sey I endorse thos?

renzrks o2 Ur. ﬂaxley gud poiot ouv furthéffihn* the mere

£
existencs nf ﬂD“‘s ﬂnasnﬂv RSDULS cnntinuad ﬁ*nﬂing.

¥ want, for exampls, to s32 vhat heepaps to the Adl's

in this couatry to s2a oy auizlly they are repciriztod %o
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Holland.

HR. COESH: We woz't got into that problen. 1
think that is o problem of anciber eharnq&er.
L

ﬂR. FROY: Mey I just so¥y ona, ﬂnrﬂ mnre, because I

‘H
T 'r.d

don't went to appaor in any way um‘!air. 'ﬂn ha.d on our Com-
mittée criglnally a poziticn from oaz or f%&zemhers wap fali
ihet thezy conld rpeot po floag wit; Ouy views on Japansse ssoni
ties bacausz thev kawasced to e wdarwriters in the Sory issus

Vo fully pzreed thai f2ns wonld prgjudiceo thﬁi:
pesiticn ss underwritzrs oo one sida gud our posiiion of
fcsuznc? on Thr other side, So I $aink tfhat 215T0YS your
question within our sanll Gﬂ‘“ﬂﬂiu?. T

nn, CoZuM:  lir, Troy, would it he gmoaronriaiz fox
yer to 1dz2ntify Tha menters of your Cormitise and the trading
kouses with witich they pre associnied?
ﬂn_ Frov¥: By all poans, A pcéition ecna frem Ilr.
Jokn A Hevins of Modell, DRoland end Stone; sad zlso Joak

Eloclk of Esny, Stesrns & Lo., for renscas valch ware not giver

'Those were the two positiecas.

But in 221 falrnass I wnulﬂ so 11“& to siniz
those vab wers ln favor of oaw rasnlution. Hugn ?En tzllie,

partoar in Hallgartean & Co, Derek G awaann ﬂhﬂ is presset

r";-'#,_-
¥

bFere, of CalﬂlL'p?E??;Fhotﬂes " Eo._ Lax.EaJyart of Arrhald,

A

2 8. Bleichroader & Co, Eans Een,.ﬂaw_ﬂhim_ﬂ aggatic Corgor-

ation. -Jevsms O. Cuppla, Jr., yaziper dn fgrrlll Lyoe: acd
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Conpeny. Earskall 5. Murdheip, porirer io Hirseh X Coznnoy.

To be rer}' feir, we 1avited :Iurt'_a“ to our peatinz

tha Iolla:r!.ng: Alhart LCagonr of L'.i.afrt I!aJn klpﬂ Wiiidzz

t

ton of Carl Eavks & Co. Waltor Sisirer of mtu' Lald and
' . : t-‘-ﬁ:‘ﬁkf
£b., Erpest B. Behvrnisoensach of E-ith, Eari:a'jr}'ﬁ‘.ﬂu nauurazly
abstzined becnusa ke 45 o elie? wndarurifer of Sour. ko was
Jpai: pressrt to o7zt our otier di;-:xz:sions, cid he ooz oz-
- trzooly halnipl dn e*.raﬁyﬂ:-ing t:.-:z_ic': noyzanad. |
So thoca vare Tthe rsodise HusIent.
ER, CLGEN:  lUr. Sigvsnzan, Co your Zeel inacllald
0 znsvey asy of thaoreDoris rada?
=, S’E?L-‘ITEDI-I: I cca't 2RSTeT c:mﬁletely baerusae I

d“dn"t 2% ‘.:eu.. the Cormitizs E2eting., Eut it doos szen €o Do

the v2e67d ~- vhiel held thri fhage

| LAY
P

- that i:_ha nraoeant stofto O

genclenen reze opposed 1n Ur. FProyls opinior only bocavze
‘_13}* werve urdermridors -~ i n 1ivile valfnir €0 Tao:.

I thins they r:.;:r-ha!:a h2d oftkar weasons for eprnosirvg.

KR, STEVENS: Uy meco 45 Bevin P. Stovens. Deor,

Staprns % Co. 1 rot 3 parbar of tia undaryritins of the Sony

issna.

MR, GIEUCOOT: I anm ":—:nz*a'_: Creveock of cn~1 .

g

L‘:néb Ffﬂb:.c:as & Co. v ld .h-:e 0 z:}inﬂ I'Jr. :rnp that,

at 'i:h!.a paa*‘.:‘.‘cn‘ar Eaat i:g wa £xo :ﬂzcussing, ;tha*a Tas a:l;,r

ona s:bar crf e cc-*:.i.!'.%sa in c*:p;aui""ion, t.h*ch Tng Joek

Novins o2 Eﬂﬂe;.l, Eolopd and Stome. I thin: H“ ..'":ay ligtad
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four. .Ea ts tairkinz of n subsequent meetirg vhers (ao
probliex concaruing fony troding wat dizsussed. Ao X
rightt | 28 e |

H.ﬁ. Fa0y: Yes. ' iﬁi '

YR, CCDUCCE3:  The only 5pp$siéigﬁﬁ;ﬁﬁ ennTeesed
by & cocbor of ﬁcﬂall, Tolaad end SiCLe. /s

wp, 1C0:RS: I woader 42 I could ek Iir. Froy oro
ofher guestlon., It moy b antielizniting vihant may ba diseezsed
lzter,

Gountion of tuis

w
ke
"

£l

o

ol

¥F

L1
I-."-
4

tezz i

ols

Did the Coonn
pottor conzider rot omly the innoet of Thesd JOHOCLOSE it Yo 3 it 7
ewcaraze vasivlectlons,. but olso e problen tal . Ceaan
refer=ad o az>1lier, ©f {Laose rifais olferings oz tre ﬁ
Jopersoe iszues?

KR, FROY: Vary oDuca sﬁ. g we Zeo:2l,, and 25 ex-
pericnce hﬁs gzutat uz, hz omly atiTnctloz €0 ipvasting
iz Jrpansea tseurliies is you bove fas opaflit of thesn
richts. Otharviss ﬁﬂé forslgn cunEr ol sgczzities nonid,
bove ¢lluwiion of his ccoplinl, thiel nutura)ly vas &n aGvanpiasa
in & coso Thome thsre wars wo ADQ'e ond the itﬂividunl wLD
' Pdpinp it for hie ove secouat dm Jopov 2nd ko conld e-ercise
r - Thozrafoye To f21t fhat dbhe Eﬁﬁf%?ggua is p diffaw-

";:I:I!wﬁ.‘;‘r‘ ._-‘- .

ent tyoe, haviag Lully ragistored for 2utuve oizbhis issuzB.

hig rishis vithovt our iniarmedinly.

I the casy of fhosz EDD'S, JFou 419 really exteadiag it Po

P p—
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4-.

your eradit io Japan et tho 2our pevcaat rols assimst nluety

parcant which s» have to pay othzitice. ‘!iii.;, ¥ think, vas
. 'i:._ s "-_ '.-
snother covsideration, _-Q@éﬁﬁgll

[

RNt S

MR, BIDWEELL: -, Gaaaa, G B Eaﬂ::n'- inio ==
and ¥ thirnk vary pzepesly gotlice ipho —- $ha ”?na curstioa

on your list. I thizk wo have pretiy w91l exkouzied Jor tha

13

prezent, at lansi, $he fourih avasfion.

NR. OCIZH: Toa oext inirz I wand fo 2k up is iho
first quesiien gpyway, I went to save the cund licetion BTOD-
len for ths Irst, sinca §hay michd Lo the romd intarasiiaﬁ;'

X aalprepzrad o7 o dagl wvilh ths fifsﬁ nToL
and the: rolates to &2 probless which pn i
viarn ha puvelnares eifler a Jorazess poeurity or an AT cov-
tificate for & Jeponess ezcuwity ir xogaxd o, currency 13-

slricticoney esirictiors ca ranatriaticn of fuaﬁs, thadinge it
k2 caplé=l or ingonizy and soringzing alsze fzox the enszaal

pregtics o Jambnrace indusizics fo make wifatz olffericzs on

L

2 frejuent boels ond on 2 boasis vhich daends soms action
on the prri ol ko kelder Lo preveri win% Hr, Froy hos re-

ferrad to o sthatnutlsl dilutiog, .
-t T _
By G

Just To mzinteia ¢he seus ordar, &9 you vish to mpsal
. :4, :' -E:'!-'j' .5‘,.‘1‘

£0 that, iz, Broraell?
Guen o0 o- HRe BEOWIEZLL: | X would ke glad ta spaﬂh o that,
T etart out by stating that I rocogpizo 4 poliey cuestion

exigis baora,.. That 1s ooz that, in line with oor emrevilous

-
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policy, weo wont €o discuss with ﬁLa Ccoaiszioa.

At lecsi, B3 far as EOrLan Guaraniy Trust Coconnny

it conecernad, we don't vaot fo toke noy action vihles iz pog
Jk
‘coupletely couzisient sith the Contestorty A€sas of feus?
: S et
policy e thls gpnrélcelps arven. SR

£
1 roticed tlon you rafavzsl o heb2 rrihlas jou

said thet 2o mzio prebilens eistnd otk with rassaot to
fDE's avd vwiila veznzot $o Jazpresa sussto cavarclly holf

in t@3is corairy. Thot i5 govowslliy {wua, I wanld 2%ielnt

ko toke tiza == bzenrzs 1% ig tow already tvolve olclock --

fa reviey in degall foxrs iga ereanane sprulntliead b b3 oDLit, L !r
Thay arq:ééﬁ.forﬁq, 1 taink, dp . faivdy elzzy fom:

ir the Souy waziciratlen sitziecspi, PEut 4t 15, of coursa,

true that Japre, 2ils somo oibey eountides, kos pot forldgn

E) LR Byt g e L Y - B
cubETantinl richyn olicvings ot dndowvain of 485 Tmosienily 2
"‘-—-—'—_ ——-'-—-—-_.________.____'____.__.,_-—

LA o s woan RN SYSUUR R Aoy e =
tua year or YTo yaurs; =nd fhoit oo righus 2aminng 2B

aridarally oo Than Lo cuiwent

T
b
12
=

usual1y cada At a nr:c

na?tat prica £1C in igrge ersunls, ihe rzilos Laling asc kish

An enoy cnIuEe 3 ove TOT o1z,

Lo% ze sponr fi=gt to Ui aaﬁinu of ftho riits
.. . 1.: -.,L,-p-.

nffafiugs. tn tLacﬂEs veare o AD3 *s 15 ﬁfd -:d ooty effoe-

ca
-."

tivo unday “orn 5-12 I €62 Lo ra"lc s nrub1ﬂz, no ool zolicy

— - :

qLal»lon, hhera ﬁJe eonnany dgouizny ths o sa 1?15— Zhires

K




RIS - . 62

: 1| agress -- as 1t &id in t2o ¢ace ol Bony -- that thev worlgd

) ﬁ t ragis‘!:ar under the 1935 Act suy fuiure offerings tothaia-

O A

- rj-‘\“'?'
3| Enldarsz, baceuse 1n ¢Roga gz2oes 14 wnuld'baﬁn Eionle nriize

1
AL -

41 for the deposiizry to forwerd tha lifavature or Lhe ﬂﬂtt:Eﬂ“E
: ! .

i !
5% poritcoinlog to the zizhats offer to the hﬂlﬂér% of ADR's pnd

L ]
.
—

- g Eive tien an onpposrtnulty Uo enuzgribs,

In thal case ©hs eolider of the ADR would bz ot

)

a in the sene positicn as the holdzr in 4his counlty»y of &

fr

pf Jdapapese shavrp. I o Qoz-iseion plould eooos o the eon-
10 clusica 9ot 1% i= bad policy for f-aricnns 40 He 2licTed o
n own stocks in Jopazzze cexzanles, I vould Taipx ¥hat probably

( o

thet pone poliey would hava o onsly fo ADiVg,

I3 Io the cosz Lhat I heve pal, kovever, vasra the
14 i eftock thint is belinz oifexed ip mpozistzred noler e 1035 Act

b e
= — gy

15 | ihe boldar weuld ba 2ble %o pﬁntzcﬁ aip ?ig&is‘if,ha ﬁantéﬂ
A8 o do Eﬂ.bF p":c“a iz then; or he cowvldd, 1% ks weztizg, Bell
17 ﬂt;ﬁ. ) _ .
18 . ' - In tho coszs of fhgue atﬂar-dﬁn g, thz ores cothar
ﬁﬁﬁﬁ-SQuy ¢niell ora cavﬂreﬂ by ﬁ:e eZisting vexistratioa siats-
: pente, the canb, ¥ igsules ko Luuerlying ghoTae hps pot
i

epread €0 Tazister zoy now cfferinﬂs to tTa ﬂ»on nnlcﬂ““ rader

- the 1973 Act.

‘ - 23 OE R , rhat wonld Torn tha dﬂ:asutL?ies ﬁuLlﬂ .ﬂt Lave

P

2¢ | nny Zonns ol :k*nﬂ tncﬂa r,,J L5 arpilﬁbla %o ¢R3 Roicens of

25 o AD2'e, Tant would *n turn =sap Thet tha »Aghis wiald
.. . . . ~ -

b
.

w .




24

b5
t

uuan_ 18 o nvc hi rage rovio.

6
havz to be Bold by tho depositary 2nd ihe DIDLeECy caz-3
voerisd invo dollars and thono dellars would then ba digiridunies
- w"*“.f,-"

.r;'r'
Tha% dp not, of ccrnrse, on unL*nalgﬂit::a1an viga

e o -

Taaoct S0 BDM's gonerally, s 7oz Lnow, 1t.nat infrocn

hojpars (hutdbralon conpinize for Tioin ELEEEE A2R'E oo

to tho hold:ore D2 the ANRig,
facnwely

onestanding prlrg oflesivss of proT Znres Uo thoie BLoplt.
holdars withont wexis saricy t;c: vagar tha 10335 AsL.
Yhon thooa eooen comn un, tho denosoitony Sox AD3tp

golls tas pighis abhoond ood COTVETIS i procases rato

Ararican dollare nad digiribuies the fnovican Goilmrs to

the ATE holdae,

situsiion 2ad tuo

3
Lam
|
:‘J

Ths Q2¥Taepee Solooon

Jeporzes eitorliion is 1icliv ons 92 2omico moze 4han eTyt2ing

it

#1568, Tho »ishlo c¢liczings in Joonan are oo Zroyrsni.

The pprend bBalosaen $he n*olic eiiorivg pyicn 2ol the vrica

a2t woleh o rizhis 2vo ol2urad is gronter. In tho wasi,

at 1932?,_?35 Tatio of The v slost offerad to oo cutniondipng
Thaveiaza, Fou nn7e ihe coos problen but you bove

1% in ruea grealsr dagmad,  You hovo e*qctlj 22 Bane prohlen e-

y 4_; ,'._.
Eﬂd I bas: ESFaatiEE - 5;3 20 iﬁﬂi?itnai L_nzican SLonh-
. - %I. - B

PErs

bslder hblﬂw Egaas i a Japguasa coRnhY, nha;a tha rizhis

that 2ra hﬂiﬂﬂ ﬂfferau to hi# are no% razls*araa.

- . . —_ e

Tﬁare ca"*a:nly ara Qifficulias 1a edunzodticr with




. | 64
his gotting oo Tighto End ezorcipiaz then, thouga 1o

Eors ¢restc the rishis poy find {:eir way ,tp *:l.n ard ha any

go thend pud exercice thzm by uss of the
"

Yo prapcsa to handle thi* rights’ p‘ohlam, firzt,

hy mnking approa_ aie disulam'res of iis afi#* uﬁa, (1T aaly

’ - s 1in tee bau? of tha AL® 1%s21f bunt ip inzzar fvpe et the fop
7 of 1Tho ADR, ;

B It pay be ey ibe Comulszion wosdd thiink $hatl

a I gogs Durdhar disal smre would

10 [ nit thaod o furisr dizghomura, I Lot roguirsd, pizav by

§1 | *APproDs zly-iayozaﬂ ou 211 neles of Sepcnrezo slochks a3
(:- g2 1 woll as néles e? iB2's ropresenting Japarsss sicehs pud R
] i3 izsuss of ADR'E coprosontirg Jomnzane Sloclis.
14 Onn tho guasdion ¢f rfgltri?-¢ug e2zrloon ollar

s5 i proguads ﬂr:n a s2le of such Tigals, the sitoatlion is

o - —r

——

16 | coazplicatsd. Sinca cur lari nasiing dowm hamo op this sib-

y7 i dect, wo heve covcindad thsat wvadsy axinting Joponess Iorainn
{a | exchange regulailoms 1T is quitz fessible.

Wzere iha Jeponese stosk venresonting the ADR

has baen kald b7 ths'ﬂeasaiﬁary for wuTe Ihom (WO years, tha

tlchta pa*taiuinﬂ %o thocz charas ean Be soid in {as Jzpinesa
ﬁ’{ .
.“? e g R

narket ond the yen pI‘qu‘;ﬁﬂs con e rauatﬂ.atad at the curcent

w-h-.-.‘_
. : . oo )
. - .. N . =_ .
. L i o2ficinl eucﬁnnﬂa raﬁs n- tho re;uiar @x: ranga rote.
_ 2s |7 " wWoether or not ths shcres Rovs ban hald For LU
- 25 y ar3 by tha ﬂgpagitﬂﬂy, **a Tichts Teceivad by Lz Cazomitnyy

Ry




A

\
e . 63
on accovnt of shares keld by him szaipst ADR's con be /?

luld to o nun-raqiﬂant ol Jupan. Thsgwc an be £old hera o

anathar A_aricnn—fnr €ollazz. ¢ ' @'3é§;

Tizera o> othar ways in vwileh ealla;a mn ko oh-

‘-n.
-L..l.

tainud whica I a;all not toke youmi tipz to ,n.ittn. Bu¢ in

WiaZ, tae righ ) ﬁﬂrtnininﬂ to gopras tont Ea“a 2213 Zor less
ﬁhzn tuo years efn ks ebld ir Jonze cod thoe paocssdiz onn I

F
ralp7aGied in co**ain pther 199t of seusitiss ip Japaen

— e ———

vhaiek can bacons dcllar_v Lidoi=2 =»d teozg sactrﬁtiaz in

tara c2n bo sold in ibe United Stcizp fox 6311 P

= — - —= 7 —- ‘

LR -

The Zzet 2zt t=e snlz of those izhis wvoald te oads
m.differanﬁ ways; anﬁ nrapwnably ool aid ob e pima nazant of
drve, would tenn.tbzt it would ka rcecessory for the dsponlitary,
in order to distribuie equal zuouvuts to eock £DR holder, wiuld

fggga_tu erereze -~ in olher norde, ho alght pot get esnelly

the e2ng SooiME Loy oot rlebd. ;
That 1 a dillzraoce Saluazsa $ho positionm of (he
nen w30 beolds zn ADT fod €he onp tho pight hold tha Jejanase

& tock himsali - OTH oi.fha diZdgrznezs. T waet to mut it

rizat ont on e inble.

|¢ha ot TLEt Chorp vounlild Do nvera:lLv 1n Gnch a
\ it

- —

¢230 uoalﬂ, oz ca?r-u, be dlcelonsd, no only 1n taﬁ baly ol

A . -u...-
tha Anﬁ put az tﬁa tap Df tho KD 1tﬂa1f bg apﬁ"apri e

- -

raforencﬂs.- TL::a 13, Hr. cg“an, a cortaln Cngr:s of avorawiug

in cnméc‘t on T 211 ADR's ~- nznla 1t 15 a mallor o2 dagwes,



.. Ll
v

- o 66
¥n the cage of an urEinnry LAD% for mn Erglish siock,

ihﬁf@ dividsnde nre rYecyived in paunda.'ba!ntl ﬁhay pra Gig-
-r |

nto Aoliny3,

-. .T_

f 'r

trihated to the ABR bolder thsy mre cnnve‘&?q:

f Ennuti nog tha block of povads is e5ld to ona purt_nser at

ceno tixd at 2 cericin riﬁg} eadl pooaeiies t_ey nighi Bo gdiE

ovor a parici ol crne, two, or thrza Az s at sliz0ily diffozsns
rates. {

Tiers i3 uevar any atizoni o Givice Che LO2EyS ©a-
ce‘v 20 aong diifere:ﬁ stocthollars ik nrororitior o Lhe
dividenda 22t poerand. It werld bz isossliblo o €0 thal,

fo dn thoue o2ses then dividond

i

28k5 073 pardt out
to ADE kollura, t2eoy 2¥e ooni onv o 22 averepe Losis, Tae
diflerence is rooin one of Soz@el Deennsz e avenaging nicht

lnvolve noye pracir? dn £ho ecoag of =ichis salas than in
(3 r I-FJ'

ay
i
e ¢oez of dividend saies,

Hovever, w2 subulit ibot the uschinery (ool we bove
davised 13'1n rocovdaopnse with the act, with 3 propey dis-

clnnur&.' It is cer ﬁaiuly eporonTiaa Lo igove pn LR ncdey

thnsa circ“nﬂthuces.

w

Hon T coze back 40 15 polioy auesilen. It iz true

. -'_;n:-‘li':'ﬂﬂ o
that these 1 8 wichts noo nn"s:al in nLr gnas"ia wey. It
_ i hEe
is §rup thn&"iz o ©an ﬁaaau‘ﬁ erzecica vights Ira: tize fo
_ ::111. -.lf_.:h_a. 1 :

tina ovar 1 pe*iod nf yacos, als ovigienl invpa.ﬂsa" will o

Tadl

vary nnoh ﬂiluuaﬂ. Tast cortalnly io true uith rﬁspant o

any holdar of Jamanzse sincis, ozl it is ca:tninly Tris widh




r

;E
|
g
i

Mm% OOHN O8O %R m o

E

B % n @&

)
L]

TR B

.- - : Y
E reonact to a2ny holder of ﬁBE's_n- =2t the vaésrlylng shliras
are oot coversd by an agrascani on “he peri oi tha lzzoer
o BErE R
that the righ%s offerlnzs wiil bo ra*xsﬁaraﬂ unﬁar the 1033

Act.

I thick thz Coomissicn elorid tﬁéaé_ both the
pea. X4 tha Cooodission covzidars
rormlations or vrohibigions will ke znde in onz2 case, &

. :
think thay gaculd equalliy 2zply o ths othar. .

But 1ozt is & guaztion o zeliey Tozlly fez us o
7 7 =

Giprxaanz ppd Gacida,

hava alwaady fovslad on it. IT is Trus thet {hese euelaare
Treralations irooss bardsns in €1 eadse of both Jeneansy

ppaaritiles s2d ARV $holt pro not prasanﬁ pith yamwmaat io

othar LD s anl, for enomple, Buoddlsh securicles.

-

I baiisre thot ooz of the thinzgs the iJABD Lernitise
ka3 waniad o do Les boan o g2t ths JoncneTo fto modidy
end irprove fro= cur padnt of vilsw those resulaticns, I
an #ot 2% all sure tuat that fesire ooy rod Bave vadorlaio

thoir obisetieon to the oflectivoness of Yhe ouistlng ADR's,

ol

becaves I fhink 1% 2oy be feli -- 1 oy 1t 15 Eelt by scnaz

=_,.,, r.

-.‘-:q_ ‘-f . -

o prko ¢horzoes in their wagvioiicus A2 wa ﬂiﬂn‘t go ria0d
wvith Shass ADR's, I eon only Sinde thof 2z 2 rucor; .Y Cea't

voueh for itz ncoulacy. .

pentors of ihe coimumily -« thot $he dJo 1aaasa niggt Be induead



15
7

s

1 e . 6'8

Again, wo Thirck thal ia e endo ol the ATR'e

va ena cover ths notier waler the Act by mz-.:.!.:kaz proper dise

cloﬂura of the ;a#t thet ﬁneze eveinnzn r , tinnv azic

£afd that they recuire caritoin thipge md ruduca caTeain
rarults. J}E

Ta kror oF po other wry 0 kardle fhea. I poiﬁﬁ
out that we 2o fuTiher -- prap:aaitn Lo Turtiar -- vith
recpact to srch disclosurcs fzaa under your exlziicg wrles

and resulsticns pospla po in eomazation with he sola dn the

1¥p

partat of Bhires of stock of Jiponess compeiies vkle

12

vapresenisd by ADRYs.

Tozt is 3 pral tty goud aval ep3Iey c} intzoceetios €0
%hia qﬁsética ¢2 Taz booTing Lhst Jonauesc cospounises) poiiszleos
ol iszuicg rigﬁts srd Jopnueseg excusnze Tezalatioos bBove ou tae
ADEYE. i

HR, CUZSY: T talet 1% would be appoovrionie, follow-
$ne your disguscion, To haye Ur. Yroy da2i milh it so we have
1n cua place ir k@ rocord a discussion 9% this problea. I

is voy abopt 12:15. I 23 sozs w3 vould oot be able <o consluda

this bejore 1300 o'clozi,

I taink w2 probebly will kave é; ¢o%e on sdicurozand
harﬂ gnd cona back in Th? nI*e"ﬁeuu. I ﬁPﬁgﬁ 11L9 to cennliste
P
al; of cur dizcucsion today. ’ha w15 nﬁﬁbéﬁéﬁl n 3 ked,
but 1 Wil vait for Fail to doal with bis stafsmapt £i7st.

MR, IOGIES: I just wanief to ot im an ienficailon




65
wifa respect o poraaps the dimaensisss 0 fale ricavc quectica,

wvhich frankly has Leor & soures of znncarﬁﬂto_ma. It opraprs
WA .
froa Yocking et tho Soay regiatraﬁiaﬁ sﬁaﬂgéééi. £ar eronle,
that betwvesn 1553 zrd 1959, o porield ol np;;p%iﬁztelg gix
.,sazrs, ther Bed fiva rigats ofiarings,'ncst;;fgt oaz for 0312 --

-

Bon? gt onz pafd ore-22lf £o07 RO -~ Uhieh Areranod $Ro ond-

starding pEoskt freom HOO,000 riaves e 16 md1lien chnres.
F

All o tha righis ofilorings wwrz zZofie ot paw, which
ras B0 ven - 2ithousa at th? exd of tThe period, ia any eventi,
{00 naThet price £nnesic o Lhive kaoa 550 rap. S0 at lecoi

at ite ond of fho »owiad tha rishis nrics wet adont O peuezat
of tae et prico.
_ S0 this deoss soz B0 De o vathor woesuonl, f@p our

vieupoing, maenitwdz of rigals fspescetlozs -- ot lpost 4t iks

easa ol this foopony. Anyoely vio didén*t exzrelse his righis

(]

during fhet perlod wouldd hava Logpn neastierldly iluisd crk
of the pletura,

I juet wontad to iaguire of anvena vho is Zenilicr
witk tha maltise ~- pad I g soi'e g mimber ora -~ whather tols
iz g rother typicel »ecord, or is this seosehicz uausnal o3
far as Joponsse .- C ke

i1 . a%_ H
MR, GRELRCCZ: It is voibor o typieal recoxd.

: _ i . R N
R Ty - P
- - MR, COERHN: 1 want Up osh oy quostlicn, tien, bacoucse
it rolated direetly to thls. Tou rzde raferanes to ihe
EIi
Bzitich systea and the Coweral fentivenial s$7itsn of noxing

;

[



17

18

A ?“? ' ' 70
rights offerinzs. In Bpitain, pe I wpdorsiand 1%, €hors po
tmsued reccunceable letters ond tas mezked Malqps in the

letters, ecnaihing akin to ¢ho meriad ﬁhinﬁ.ﬂgvutﬂpﬂ in dhils

couatry width respact to righio.

I bhave baoz led to vrdorsiecd the¥ fheze is noi
cuite tha saons sifvatdon dn Jozon. Bo the poodlen of actuslly
exarcieing €he rizais is move acqtal T=ig, Y lad to

—r ——a

undarsiand, 45 6uo 0 fhe Jpeh that 4% Ao na“ cuiia ac ecsy j}

%o dispese oi rignis, nor ig

———r d—

T ©253iple to eauiza, 23 you

-

oo

II
1
» ot lengot ioe valuz of tag

b |

can 4o the TPalted States, in Jonm
*ights.

I ¥ an wronX chout Thoi, I.wuuld 1ika fo bhzve the
recond c#rrecfaﬂ in any w=2y. 1 ithoazhi ﬁ; Jigﬂt £o tﬁat
beipis wo zdjoura and Thon nilor ve oot azaim pevihnns lp,

Froy wculd tell uws his sulessuandicz of e prohisss,

I, BIOWSTELL: Lot e szxein Zirst point oni e ~

M2, CCIF:  Asguniey thet to ba trea fer ke memewnt,

provlea th*c Fou raise vouild exing equﬁll} vithR rzsoopt to

1

Jaﬁausae gaares o ANR's onrescntiag Javanese Elors

I vouid 1is 0 havy ==

~ .
:hﬁL Bmﬂdlj It ie oy ﬂn;eratauaiuﬂ, althoush -
. Fm g
there 12 o ﬂi?lar»nus of ihe kipd that yau 1nﬁica+a, that

G Ta i'il
EAt

tha:a iz e ﬂiﬂﬁincq;ou in tha fiazzat fo"' 15hts %0 puTchoca

oras in er ZE2 ca:pﬂnics eed wizads in thie ca:pnzr TEITe-
. I

santad by n snrt c; choguitets KA~ I o ¥y rights in Gozat Brlicip,




.j.,. -

| - | 7
I o inforoed, kovaver, that therz 4x in thooos

-

cases A1 adagquate mozlet fa:- the rights; q._na;l carfeinly the \{

L — _H_ll

denositary wenld bo shle to ¢o at lanst Ei#ﬂiII BE pDY

individezl koldar ¢ Jopocreces Baaves.

| RES
I2 thexe iz ebjceticn o1 tra peorgfihat wa pade,
then you oushit €2 4o sonothlioe abhoul lotticy Anaricans bhuy

Jassnane shoasdd.

b

nn, CoOYy Just to exmirmid ny guistlom, 1i in D
7 -

undswstazuling adt the ovzsrolis~oonnter pariat in Jesen io

not qaite thm aace tyae of weilzet That we hove homa; tha

ros% securiiices avy Sradad ob Sha croha S2Ee; LTIAT VRh one-

¢

eharges kove not yeil "LD‘ﬁ&ﬂ toa prustics of peroitiiny frad-

inz ia €he righis.
————r— T

ean bo rezlizcd,

If you eor mgrank fo thwis, 1 would azpracinie i%;
or if vou enurcod, we wlll waiv uail Er. Proy sseslks o it
this =27terrooh,

HA. BEOWISLL: X can-nnly saswer 1t a5 I hove
engyared it af this iies, _ Al

v;*ﬂymn

MR, COTSH: Feracds Lr. 891 evehsnn, nhn hos juss zonz

taroues ponslng oF o bapiioo in thls m-.aa, TeRn Qonteiled
scod 11%hi to i exhjlect.

PR, STAVEUEST: X falnx thara i s0om bochisvenad

‘\.
T

~



: , 72

that iz usefel ie this counzciion from o zol staadp cial,

You nannat traesfor wigats AF you £rs 4 Japanada resiaaﬁ“
“N.-." . ; -

Eowawar, tha Japnroess forolien investaaut 1aﬁﬁﬁllﬁﬁﬁ tha

companies $0 copsont o the Zxn Jﬁnﬁr oud 5o 1& u! righta
___._.___.—-—-'---__“_h-_ i S e ..«.-—---——..-.._.-.._...___h___

tn tse cave of Zovoitn siecioldons. s

Aesovdipgly, no for neg Jocornose boldzte ave o

—

corasd, thoy have pot Resn i poni“r n to dippase of their
rigatn., In 19 enco 02 componies (heb have na sonropinnis

puTder o fowalge pteekiioldssg, thoy hove uouz isnelly smivea Chis
-‘-——-—'-__._;.

"'—-.._._|

coneeont.

“Enﬁavcr, it i of ccuroe Cro $hnt, for the veasunw
yoa yourpel? muan -o 20, b mos¥ Awckoaces thers dw 2 profore
cace for puovcetze vsther thep 5419 avdn in oo enon u”.
Porsisn olockholdors,

whilﬁ thove is no zeiive marized An rights iu Jepoo
JAp the senso that they are not quated o2 ihe etook exchongs
80 Tant yog‘can't actrzlly get o sdool excharze guoiatlon,

I hove Doen advised thed in dispozing of rishis -~ 2t lenst

the ong sifention hnt I Ruowr eomotlhles rltong ip o enze of

a3
3
2
1
t
b
-3
n
“}
M
(Y
in ]
Y
?+I:‘
[
»y
L5
E L |
=~
[ 4
7
o
o

s wvare Gisrosed of,

pacple did poi h‘. z¢a thot wes peszornbly rﬁlntee to the

- 2ikdt cifioroutlals ' ﬂﬁi
& LPHTT
+ 23 The oxtout o vhich ey have taon ©b¥e o achisra
23 ol on B Cove poroanl bLowsils is eraibing thed I 4urk eovid

oty be doturmdned by Buouing tant ihe histowy of ell dho




! |
I | &
¥

firme which bave handled izo salo oF Ticnts wipght o,

- i)
R I ... 1 dontt rowo it informalion.  Bub thawo im, oo
nvg- ! ' ' e o v S

-~ I vnderginad &%, & foirly active vicp-izorod papeel o

2 .
a 47 N
- Japen valch wouid efZerd vou size critorion for

S

M fagtuitoeiicn
: Gaether your price wis for oz zot. A

IR, COZSEd:  This iz o padicz (het goos fo the orux
Gy the ﬂ:i.t:slo;éurs proplan, of opy of o EiEGEO::L!:‘-E'.Pret’EG:JE'

r

It ip = cavlber 8 to which ve vonld i1lke o b eunosed Tully

ﬂ-ii o tha oxtont that we cpn, elvher dey or &t Sous Gtiar tina.
K E I pm swrg E0me of you folioTa got vd enrly (hig ‘.-:orn;-
Ky ’E ing ¥ pot hore apd you ooy be huagry. Tais ey bo o good
ilg tioz to adjourua. Ve hava 2 nuiose nfé other 'i;rhin{;s o trlx
%1 shout, I don'% Lo hew A ne Lt i1l Unle. o To ooa

| |
i} bnpc: at two o'clozk? Is thet novoesdio {0 cveryoum?
;53?: Sone of won bave apsointozato with vo dor this

I
'Jf-" ertarcoon. Ve will jumt rove the Lowvea dovo a 1ittle Suwilew
£F i on the cloez, |

| 0% -[Uhereupnn, £t 12125 puvi., tT2e conforonsns rocodued,

w) to racmwam; 2% 2:00 p.a. of the seme Cny.)
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-~ ¥R, cOMEN: Before I ack Hr. Froy th
-::uith this prdhlem, I think that 1n nrﬁ;; %u{hava & ﬁuzplata
reunrd, Hr. Browmell, T will a6k you nh,thedfﬂhare 1 eny-'
thing more ynu‘ﬂant to add to what you Bqﬁd this nnrning
.anﬂ thther lir., Stevenson has anpt;;ng rurtnar to add.
MR. BRDLH.:...L. I womd like to, efter I . Froy

has spoken, if I may. | ‘ |

| MR, COHE3: All right. M. Fray,.I will aslk yveun
to deal wiih ihin proolem, Just the faj-rou think he#t.
You need not conflna 30Lrselr tn the frame=work in wh*ch
Mr. Browaell pur 1t althouszh Imculd like you tn supple"art,
nodlfy or distinguish any of the reoarks he made wWilth
respect t: the severa. matters he discussed: Tﬁe currén“
restﬁictluﬁq' rephtriatﬁon of funds; and the rights offering
procedures in Jepan, as vell as the markets fnr rights and
Bimilar matters, and I have particular rererence to the
rﬁfﬁr ance Iir. Stevenson made in the case af Sony; as ho

underatandu, there was not much diﬁfiaulty 1n tal 1n5 :

care of the rights viaich irere nrfared as a result ﬂf the

u. S. ﬂffering. I mean, nrfered in Japﬂn.

:’ﬁf@¢‘ ?m;¢u MR, FRDY. Befcre I ensves this, I mﬂy s2y I

.-.uurl

-
R _— - . e _|

-~

| feel very nuch better net beaause Hr. Bru'nell was Lind
-.,--..-"_,:; . L_-' __,_: #ri- I
enaugh to tell me that e are bntb here Cn hLainess, EO

by

'& "f.- 3:.;’._. - \,.. . I.!" .. : L . .n .- ] B C .
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I reel less accused than I was before.
.gﬁf;?{ May I ntaru with the enc of rour reparks and that
15 the questiun of righta offering and q§ﬁ .éiIity of

I will start with Seny. I believe that Mr.Stevenson

is correct, that there 18 not &n cben market 1n ricshis in

any security in Jzpan -- open nzrket, I mean, Toere is
neither a sbock exchaniz quotatign taich could be checled
nor a free over=tha-counter market.

In.the eczse of Sony, I have been led to helie?e_'
that the Bpzelalist In Sony who 318 2180 generally the buyer
of A.D.R.'s, 1s in Invure Securities -— one of the
mz Jor underwrlters ol this latest issue.

I have no [means of e¢haclaAng if the price uhich
the banks aJnieve for the riqhts of t* L,D.R, hﬂluﬂfs

ic the best onz obtalnzble if 1t Epes to 2 specl=list who

himself hag an iﬂtETEEu in the aecurity. That 18 2 very

serlious point and the next point ynhich is rezlly vcrriscre

to the\N.2.5.D, i8 that through dealing in rights, and trz-

L

1ns tu disccver the best m.*ket, the banka are getting

again, more and more into tha seaLritieﬂ business.

"'ﬁr-.vf 1'—v i

I believe they have not the sama racilities of

,r_.

II:.‘ 4 \"(1 it

- o 25 cheuking a marhet via bank corresuondencu that tie hava
. | o 23 with the kncﬁ-how, which the Gity of “Eu Ybr; has aeguirad

2. over many year® of i{nternaticnsl trading. It would be

gy o L Tl L
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very Aifficult to disclose to our customers that the vreceeds
of these rights may very much varm: An p'ﬂiu& @ aseount ol

the rate. First of all, you will ro® recpivi imM&di&telj,

J-‘l'- ”T”&-‘ ‘Il.

on the ualﬁ ef your richts, the officliel wen rAt e that s

_elesr undar the existing fereign elohange réﬁtriationa;' You

are elther blocked with your yen ae long £5 you are blocked
witnh qufJHEEEEEEEE;“qugfgﬁ%gﬁ;fcw Tou cpulﬁ trv to s21l
thzse preceeds In £he iz Yorlr over-the~gcounter mailet to some
kind of philanthfopin assoniaticn who would like to bs 1ozlked
up 1F yen Trom any pericd fronr 23 noaths Lo gne nonth -=
whztever the A.D.R,'s have to ruvn.

Well, maybe mahy'nf us have awengy to waste but
I st111 think you will Pind it very Gifficvlt to call this
& I'reely convertible CUIrency.

Mr. Greucost whoh2s 2lso recently returnsd freon
ToPyo haa nade a very close study of the foreign exchance
restriciicns of Japan and I think he will be aple to
explalin ovr disagreenant with Mr. Stevenson's statenznt
and with Mr.Broumell's staternent better than I can; s0 X
will call on him,

ﬁﬁ. COHEN: Have you iden: 1f1ed 3our3e1f for the

n!*-du-

e - by
rec?rd? e o . é?ﬁi

ro0l 17 MRJ-GREWCOCK: - Derek Greﬂcnck.

.-

i\.‘
"-..

- He feel that the exchznze regulations governing

the trading'nf'ﬂeﬁurities ere extrenely cnnpléﬁ. In faqt,
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there are five kinds of yen. This is ail cnvered in the

prnspectﬁs of cnurée.

I would 1ike to spell it out h..m.u,{'-

1 “I ."_ “

There are five kinds of yen and e Must consider
four of then, whensva we are tradinsg in aecuritieé or
righte.

i

MR, COH:N: Som2 of th=z psopie here a2re having
giffieulty hearing you. Would you spéak up; Pilease?

M. GRIWCOTK: First of a2ll, 1s the Hon-
resident yen. This ecan te vsed ~- 1f I m2y read fronm
notes hare -- thia ean be uled to porchise hecﬁritiea
by non-residents; horever, the proczeds fron the sals

of equitles are not convertiblis a2t the firee rate -- which I will

coiz to in 2 minute =-- but after a tio year defernant pe.;cd

although dividends epd intersst may be vemitted at the Iree

16 rate. Non-resident yen %8 freecly tfansferahle betieen non-

17 resiuents anainst payrant in foreipn ouvrency; hovever, it

; 16§ can only be converted at the free rate by purch:sing corperate
bords with a maturlty of not less than two years and holding
them to miturity, It follows thersfore, that the holder of

Securities purchPsed vith non-resident yen 1§ at a dis-

adyantege against the purchaser 1in free “En, ecauSE h: dces

not have the'two’wear'waitinsherind at the enﬂ'nf which

..i
time he oan get his proceeds out &t tha Prealy converitible

-

b

rate. whinh i= three#sixty or various Partentzge on Lha




S

T8
aide of three-Bixty.
Becondly, yen with deferred ucmvertibility. ThiE i3 n

s A

an official descripiion but & term arriwn!

rvtﬂ describe yen

! 'purchaseﬂ with free yen &and nnt heid for the;tull dg{ggge““
ﬁgriud of tvyo yeara. Proceeds of sales of securitles not
held for a fuli tuo year defermeﬁt period'mnat be relnvested
within four menthz. |

‘This has sone disadvantzge in that yen with
deferred Eﬂﬂﬂerbiblﬁ lotes 1ts convertibility A 1t 1s not
used in practiﬂe wlthin fowr montha.

The fu]e says one month; 1; pracfice yol can use
up'tc fcuf nonths. |

After the expiration of four months, the ltenm

; becomss tntally:blﬂ;ked, or you have to transfer it to a

non-resident account, which is the first ¥ind of yen ue
&4 discussed.

& | Thlrﬁ1j, this free yeh; which cén.be purchased
4 ﬁgaiﬁsﬁ ﬁallafsrand several othzr currencies, which is
permitted to fluctuate. - -

e r“ﬂi«sTl'um I was in Jaﬁan, it was 11? °f onz pe"““t
T 1»‘"' e

nn either siﬂe of 36ﬂ rer $1 -- T think thare 18 a little

- B i --#r;ﬁ-—ﬂ_-:
= ahanﬂe there. 3/ﬁ‘s cf one perce1t on the nther sida of
‘ pa 35:::. SRR
= ) - Then the othzr %Ind of yen with wilen we nust
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-

uuraelves is yen arising from the sale nf rlghts,

L PN
Proceeds of the sele nf rights lrb Ithecu
.k
to the Bame regulations as the proceeds uf anle nf the
-r-'S“f .

§harea frem which sugarights wvere derived q}tp the trezty,
eicept that such pfuaeeda a2y be held in a forelsn 1ﬁﬂestors
deposit acgount in cash pending repatriation et the expiration
of the two=year defevment perlod on the underlying sharec.

It therefore ﬁiffers fron free wen, wnich is
freely convertible, or yen with dzlerred eenyértibility
whichhaz a four~rmonth tims laz. | | "

Therefore, we feel that these reﬁulations ara
eXtreniely complex and Eil5EEEE_EEEEEEEHEEE_EEEEEEFE ol
A.L.R.'e at this tine.

MR . COIEil: Thank you. . -

Mr. Froy, do you want fo add to that?

¥MR. FROY: Hell, these regunlations as read
out to ycu, are the result of probably muﬂyins this for
many,gmany veeks, and bringing 1t dewn o a poind Jhere
& few ﬁrnfessicnala can understend vhat we Bre talking

‘gsbout, but I should think th: broad publiu is heing -

"-\.--

Wi ‘-1.51‘:
forglve ne -- nlsled if ADR, iB 1n etistenna, vhere the
L .___:m. -
public nibht have the feelinu that all prdblens haye beszn

ironed out fur them by the banks vho are, tu their wind,

the lsauvar nf these A.D.R.8, even if tre know they

£y

Iare noﬁithé 1esraps of AD.R.s 2nd 1% 15 realiy asfficult
' ~.
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to perauzde the public that they have to Bitudy the prosnzetus

of the Bize of the Scny prospzctus, more or less unbil

they kncw what they are getilnz. 8¢ th ahﬂilﬂ we ba
4"l- r.."."

foreed Into makinz a market in seuething Hhare HE Tead ve

"',n-.-'

cannot protect or disclose efficiently to the prliu, ths

¥
risk they &re running and mat should the interest of tha
benks be, to foster this buelingss o to us, which ve do not

F
went. Uhen e want thelr facilities, we ask for them; we

have done 80 before. They Here very helunful iIn 1ssuinz 1%,

They never regretted it because their income has profited

It from 1t.

R ' MR, COREN: Withous apﬁearing to take one rosition
C;. oA p? encther, Ik, E}ny, I think you indicated this morning

P Cwl that you Were in a position to ma%e the necassary dis-

15 cloaures to tho individuzis vho perhanps have baen accustoled

13 % to trading in fa?eign is Les. |

175 _7 I talkes 1% you raan this trpe cf disclesure

184 Which has noir beeon eiplaireu in = Ueuhﬂt sunmeary foem, end

13 the typg of diselosure that yvou would wake to your customers.
R T 18 pha% right?

. MR, FROY: Yﬁs.

.-'_ i l.

HR. GDHEH'. Is it not poss*bleJ?b ﬂevelon

:. ool o

1n.wr1tten form suah disclosures anﬁ couﬂd such diseclosures

¥ accorpany any_qf?ering docurent in cennection with the

- . . '} [

= A.D.R., arringenant to the seme extent that you would m=zlre




"
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the diaclosures informally or formally to your private
oustorera? - Aol
Lo
MR. FROY: Mr. Cohen, one of ouy Soupetitor

. t'.".'-a.'-"}‘\. E
firms has traded a few weeka apo wilth a firm on the Coaczt,

'in Japaznese A.D.R.5 &nd they have read a*éimilar statement

to them prior to dealing, and have suvsequesntly sSent

thelir ccntract to.this custcrer with a stasp attached, sover-
ing these régulationa, and ésking them to return the contpact
copy with their sigﬁature at to the agreemant that they have
read these regulaiions. _
Tﬁe gustomer has rebturned both cuntrasts -- tia
criginal and the copf -~ and he gald ha nisunda;atoci thas?
regulations_&nﬂ thersfors, a2 werld liite to cry off tﬁe
barcoin beezusa he has bezau wmisirformed, end i.hEHE no 2y
of.éupplying evary.cne Ef ny trades with a miéraphnﬁe,
taking down ¥3at has besn said on both sides, and I think
the averace dealep will ba in 2 simdlar position.

¥R. CCHEM: I 2m not sure I fully 2ppreciazie that.

I-take it you are nov saying, fir. Proy, that you might

palke cervain trades In Jépanese'seuuriﬁies, igroring
A.D.R.& fer the moment?

-~ MR. FROY: That is ricght.

"aHR. COIEiiz 3 took 1t frcm.what'jﬁﬁ sald

earlier in connectier wit: zuch to16lag activities,

=i

you wiuld mals @fRliofnIe ug vour gcustomar? -

- .
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MR, FROY: ¥Well, there 1s une differenca.

- My only hﬁsinesa neot is to exenuta orders.
m custoner ealls me up and says, "Do you haw;n o2inion?”
I say, "I 1ike them but you knoi the risi.'!.,-éiﬁ this man
will understand these risks perfectly well nﬁhguse = 18
- giving me an order; ehares are belny placed 1n hle oren zccount
in Japan. Tnat ends that end of it.

Hére 112 have to go further. Ve havg_discussed before,
our rights. He 15 loslng benefit of those rights. even i he
gets a2 certain amount of casn for it. |

Hm: bDHEH: I an not goling to quarrel vitn uhnt
ynu say, lir. Froy. Fow do you kaoh and how does the #en in
Leeb Rhodes knott this customer uyho calls up, undsrstands “

: this intricacy which I am frank £0 B2Y, a-gfeat ﬁany of

|

¥R, FROY: This 1s generzlly buslnass vhich

us do not.:

has not been canvassed by us but 1t 1e eoming to us on
accovnt of a verson who underctands omathing about inter-
natioral businsés. Ve are in a different position to
'éibiain to thém what hag happshed, if uve male 2 praﬂing

market, which 15 our duty as broker-dealers,

:?'-:*‘_ f‘ o
- MR, COMENI: Do I understand you to gay that your
:_L -ap'i.‘ E

|I\.'n.-

. activity 15 Timited 4o £1114ing nrdess? Ybu don't solicit
any businesa 1n“this'asea it all? |

MR. FROY: At the present tine, in Japanase
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lecuritiea, this 1B Q0 peruen o,
HR. COHEW: And this is whiolly vﬂlut&rr'husinass°

‘hp-u;, .°,

It ip not generated by anyone in the trﬂdlng aternicy?

5'.__,.\:#}1.
MH. FROY: Very little, eicept the Jaransse

hrﬁkers uhn advertise on & really large suéie.

MR, COHEM: Do you Lzan the Japanzte hrﬁkers

An the United States? d
. MR, FROY: Right.

MR, COHEY: So they are soliajting business 1in
this arega? | |

¥R, FROY: ¥Yes.

How much tliey &isclose, in splte of the fact
they arg rerhers of the HASD, T don't knoi.

HMR. CO3EN: I was soing Yo ralse that questlong
ﬁhether you, in your official cartclty, héve Interestied
yuurae1r In this problem. .

ME. PROY: I will say tha2y have dnne B0 1ittle
business here that the Hlnistrf of Finance 1s getting

extrenely worried as-to whether they should nat close the

office, beczuvse tﬁere are 50 HAny eNpenses and they have

l B ,;
T 'T.f.._ " -

not produced any busipess. = . Eiﬂ

c:l o UAMR, COHEN: I take it then rrnnﬂ "t. you say

;_ 1_-*;-45 g
that the HASD 2s such, has not re2ched the paint wkare
| 1t 1= prepered to 1ssve any rulings, or rules, with respaoh
. ’ 1 ,
to the nature, the guantily and the qualiiy of disclosvrss




kA

R I IR S

unmply-with the reculrexents whlchn I ﬂAGEGt-

: 84
that should be made in comnectlion With trading 1n Japanese

securltien?

FR. FROY: Well, we have nat benauni :a fz2r, this

Comnittee has voted thet ¢hey do not wish ,fg;t“ve Japanece
.u:’ mm .

A D R.8 in enistenge besavse they fesl that ther could not
/s

1R, COIEN:  You nale A gl etinction batueen tha

A, D.R.p for Japansie Bzcurity and'thé Jancnaze seceuritles

theiselves.

MR. FROY: Very stronzly.

MR. LOOIILS:
& 1ittle, you wewe saylaz thot the existing trading in
Japanesa sezcurities is mostly done ~- aside frcm rerhens
the Jamonese firns -- in refpoass to unsolisiled oilers

who are f2irly knoirladzeable ard if not 1In

by people

trictions,

detzils of Jarensde Tetb 21 firnense.

in internatieon

MR, FROY: Right.

M, LOOHIS: So that yuu can exnlain to them what

thece problems are and they witl underatand the iangrese

you are tallking, in any event, but that 1L you got Japanese
ted to n:ke a trud1ng

. ir_..l-‘- .
market wh*ch 1s thelr uswally fairly rapiﬂ telep1cue tare

i u+ -3 M
operaticn, in end ﬁmons d=alere 21ﬂ the custumers, nd you

- 4'_ HJI' ".
.....

ﬂ D.R.B tﬁnn Fou uould bg e:

den'y think 1t feasidle to rﬁ“e these dise 103Lre§ in the

context of that neriet, and tnat in view of the 1d=ntivy

-
~

T I uwnderstend you, Just to Epimarize

e
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and experience thet peopié ho right be in 1f would have?
- MR. FROY: That is right. '_%_
‘MR. COHEH: There iz one thinz thﬂt ruu failed
t0 adﬁ to what . Froy said. I wenied tn he Iure I under-
stood that, : a
I understood M. Froy to s2y that when sonacne
ealls him he Inqulres vhether th§ caller uﬁderst&nﬂs tha
yiets. T did not understand that on the telethone, he undertalke:
to explain the rizks. T would 1like to kunow which is the
gorrect urderstandlng of what you sﬁy?
MR. FROY: Ve explain the risks attached to 1t
" and we also dray his attention thai we Wauid not ba able,
.28 brokers, to hold thz sceuritiea for him,that we would
open an sceount and nave théae securltles Gelivered to the
Mational City Bank in Tokyo. Froa that mozent on, he s
no his ovyn. --
MR, COERIl: Let me carry this one step furthar.
Assuming that the bvanks 2nd others in the: A.DLK.
arréngugenu would devige a prosetwre thereby the 1nvestor
would be appraised of these rights, in scae fora that
you nould consider suitedle and intelligiblu.

Would you tave the Bare concern f%;t you Lot

';':!“ "".‘-"1

-expressed? -

. . . . MR. FROY: Vell, I shouid think that it is easler

to explain the Eituétinn to an investlgator than to the
E
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ordinary trader on the telephons to whon you are expaoted
to make gimilar discloser, end &n nat—af-tnﬂn.braker, ir
he 2alle ;e up, I pannot aay, "if I buy thela:trnm yeu, I

must imow how old thase A.D.R.'s ar:, because 1t depands

B on @y price =- Af they are Bix nonths or eigﬁ%amanths. if

' 1 Bell theu to you, you rust undersand thess regulations,™

¥R, COHEN: T was just tpying to underlins the point
you mice In respcnse to Hr. Loonis' guestion. Essentially
whgt Yo afe saying is that from th: point or_vlew-ofiaﬂe—tﬂu
facé dealings with & customer that you knc and to yaom
you can maeke the nzcessar vy explanations, that you hnave
less concern _than if a narket 15 Lo be created here, which
A& essentlally & telephorz mariet of the uwsenl veriety?

MR, FROY: Rignt.

And T vould 1like to refer to another remark fros
Mr._Bfuwngll; in tfhich he said thay Intend to shetr elezrely
on éhe A.D.R. how rights ara being dealt with and that
they are probably disposed of at an avertse price, as tre
&lse do 1In the case of other geourlilies.

| I wonder why a sinllar disclosure is not also

. -
shnwn on tne British A D R.'8 wkere T am B

a sinilar

L
.Fh!“

sale is taking place, on average rrice, anﬂ why should
é ¥

we auﬂdenly have th= facility on Japanese "A.D R.'s?

”ﬂ;.BRUEHELL; The answer is very simple,
! e
Tt happensd vary Infrequesntly and the market 1s such,

.
+
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. 1} that the average resnlts in such small differences, &g not

to meke it & metter of reports. L
: : -$ﬁﬁﬁ§?i”

i

.i

MR, PROY: I would say, Af you ,juut ?lm the pizseznt
tima, you gald that in Britaln these riﬁht i

Bues ars traded

on an allotment basis, whieh may easily be ;E%ded'rar thoae
weeks., S.y for instanse, you would s=211 the first 1ot today:

i - the next lot 4in 2 weelt’s tines anﬂ;Scnth ﬁfrica decides

‘to tear themselves away from the Pritish Pmpire, and you nnlé
get half the rate for the baléence. |

Won't you ¢ue an explanation to Four. ﬂitrur“”

! MR, BROELL: The praciice 1s not three wesks.
ﬁ Tt is 2 perded of a few days. |
M. FROY: You Bee why the banks arve getting
' into & business which is out of tneir depar»nent. It e
. have to dlsposy of rights to custoiers in any Ehﬁpe - Torm
: ‘An the foreign count»y, ;f wve live there over a 20-day
: period, we will glve instruction to a broker to-eell & thirtleth
‘a part every day to be fully coversd 2nd protect ths custerar's
' ] 1ntereat.--- S T e -
'.-.}if?ﬁii , - MR.COHEN: There are & few things I would 1ike

=t ""‘:"-'.

'Tac : e T
'\- _} o

= - '{ne, Hr. Proy has ant 1c1pated a queat;on T waa

bomay, .

‘going to r2ise in respect to A.D.R.'s of nﬂn-J?pE

varlety. - think the' Soath Afrlecn sitvat!on reuld "Lghlight'

a problen,
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Before I rorget.again, I did not interd, &t

least 8o far ar T wag concerned to ralse gny epeotors

I.'-n‘
*

of problans -that might aprits under the Ba,n - lr.'.t of

1933 with respect to the setivities of t;;ﬁgankn hers &a
th: distiribution of secwrity. This 45 a m&Eter thet{ would
have to be dealt with in arothar forus Bnd I dentt dndend
to get into that but getting back to tite other point, an
I correct that vhen the South Africen Stzie brele aigy fron
Great Britain, there wers cevtain currency resirictions
placed Into effect, and T am not aware that any of the
btanks lssulng "A.D.R.'s undertock to advise theota to whon
A.D.R.'s might be Issu=d thereafter, in tﬂe fiew situvations
that do exist, with resQect to this matier -~ or &m T urang
about 1t?

MR. AUSTIN: You &re right, I think,

HR. CARE: You are »iznt,

. HR. COAEW: ;at > broaden tiv guestion. I ﬁoﬁ'ﬁ
know to what extent there 2r¢ other AJD.R.'s-in elstence,
wheré therz iE & restreictlon op a problza bf'restrictinns,'
with greater or lesser exteng,siﬁiiaf to the ones that

exist as a result of ths South African situation or the
s o

. -i.

- Japanesse aituauiun; o o 3 =ﬁ
I wonder 1f sScmzone dan enliqhten mﬁ nn trat?

I am 5ust trying to understend tha scopu

 £he problam.
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MR, CARR: You ars talking about other currency

restrictions. Great Britain? Australip?

' f.r.': {-"r Ty
MR. COIEN: I meant soteth4ns bgyond the rovial

. T

Bltuatlon that we are all famiidap with; thu Sterlirg

'p' _,'r_‘,{. -n.

sitwation. That sort of thing. I reant ngething that goes
. L

beyond thzt which 18 in existence In South Africa and of the

klnd exenplified by the dapanece sitvation.

Now, doess anybody in.;he T.A.8.D, groun wiéh to add
anything Turther bazfore . Bronell Eets his ovporiunity
¥0 rescond?

HR. FROY: Well, I think we have coverad it.

I heve Eiven you enoqﬂlreasnna_ﬁhy e feel thet

we could not m=intain an orderl market here, aad conply

with the requiremenf.or the N.A,8,D. and thz vroteetica of
the public in advance of trading. ) : dﬁ

R. COHEN: Nr. Broinell? Ty 3,“

HMR. ERGWHELL: Ir, Cchen, I feel, I adcit, thEuE
Jananese forelzn exchensze regulatisss involvs eouplicationa j
in the Japctese A. D R picture.

It is one of tne Te230ns re.are here,

"I don't ﬂenj tna» thera 15 a polic; grestion
1nvnlved. I subﬂft that the policy quistion 15 gne that
can be properly rasulved unuer ths Act ;} ! proper dis- -
closure i3 made. I repeat that. T v

'c:_-r_——-;-—-____.n-— —
- The IMorgn

Quarantez Trust Colpiny of




S - | | o g0 .
f L 74. Hew York 1ns preparad.tu make any disclosurs that the

uumminuiun or the stall urges or recommznds_on th;s

particular subjlact, BE He alwa;a have ﬁ;an ln'the past,

. "'"" "!;,«l
and we have Suggestions to meke nurBaIvQEJAI_ﬁn not razlly

'gathér a_clea::ansner froa M, Froy to the g%;stinn that
6§ ¥you asked hin, |
i} 7 He says, 88 I unﬁerﬂtend 3t, that he would
8 f£ind 1t impoasible to explair the Toreign elohange regula-
¢l +tions ernd the ccmpliecatlons yelating to rights, to @ man
0 i who cams to hin evd said, "I would 1ilke to buy an A.D D.R."
13 RBe says, 1f T understocd him corrzetly, that 1 that saps
(: 12 I- wan ¢omed in and saya; "I want te bay 1C0 shares of

18 Japanese stoak" that he would have 11ttle difficulty in

Id| explaining the sare kind of thing to him, He pede differ-

15 ing ansiers. One of the answers was that he woiuld say to
15 the man who wanted to dur Javancse stock, ®Hell, you are
7l & sophisticated lnvesior. You lmew what the risks ze.

10 Al) righi. Send ne é check. I will buy 100 shares for

19l you."

I subdbmlt that 18 not 2 full dicclosure; wWhether .

"\-

or not thé man 15 a snnntsticated hnyer. I Bubui* that

_"-u
., '-'

' the prchlem in connection tith the sale Bhares of

r
- ' . -a"-r'::"'ih "-'..
23 Jepanese stock 15 exactl; the sﬂhe as 1t 18 In econmzotion
2¢ )] wzth the 1s§uanne of the A.D.R.'s or the sale of.A.D.R.'E.
. B _
25

;  Wow, 1f l». Froy --
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. ¥R. COHEN: Excuse me, Mr. Brownell. Hay I interrupt

you. : ;Eﬁ“ig”na

I don't attenpt to speak for Mr.; r. He can do

F"'d.-*

that better himself but I think as ve nlarify‘the position

M, Froy expressed, it vas that phather A,.D,K, or securiiies,

presuzsably, if you wer: dJealing face to face, he could ms're
explanations. The @ifficuliy of Fmp&anatians ronld in sone

degree depend on the gophicstication of the customer; but he coul

contend with that. : . } [l i
| - |

I thin wkat h2 vas sayirg was that once you | / .-

. Ll
Intreduced A.D.R, Bnd fa2cilitate trading, ycl are gaing't11;1=
sreate the type of trading that exlsts in over—the-counter

markets in thelnited Siates wasre trodcs &re nade oved

the telephonz and he says this sont of trading doas not
lend itselfl {a the type of diaqlo:uﬁe which requires prégise
and careful explanation that he ean mate face to face,
That, I underatand to de his point.

MR, BRONELL: ¥es, I ﬁesitate to quasﬁénmr.
Brodnell and also thafcomission in that Uaryicular ared,
exﬁept to say this. 1 wauld liLe ‘a lot of proor before
I accepted the fact that everynn who acQLired an A.D.R.

el P
15 in the pcsiticn of an unscph*sticated_qgn dealing

) very rapiﬂly DLEP'thﬂ'GDLPuE;, uhereas tha'nan ﬂho ¢noos

to purchase a hurdped shares of Japanese atnc? wlthout

huying an A D.R. was in an entirely d*f;efeﬁf cateﬂnﬂy,

-
!
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thfrefnre, sould be handled more readily end mora
easlly. . S ?
MR. COHEN: I Just want to say that I wag atteipiiag

7 H
to rephrase nr.F poy's statemant. -

I 434 net puroori to mpeke any atétenent en bahalfl
of theleonissicn, of the steff, or on &y oOUn bahalf.

MR. BR&WHELL: I zn surz of that,

YR, LOOIAS: flso to fuxrirer CETFy On 2Eain
with the point I tﬁ*nc ir. Froy was maiing, and for &y
informziicn, I wnderstecd him to fndicate that abt the
present time at least, with regard to tha Japanese secrr;ties

themselves, there is not the usu2l type of over-thaz-pounter

market that exists in the Uriited 8tates in trading in, savy,

bank stocks: but that irith the Cevelbuurent of A,D.R.. there
would be expected to be that ind of 2 ﬂarket; end that
18 whers & part of the problen would 2rine?

' ¥R. BROWELL: That 1g what (&, Froy sald,

lir, Locmle, to & certaln extent. I think he indlcated

- that but T thirk that would be & very bad bombd on which

this Commlssion miglit rest the distinction because you

heard the flgure this corning, for thé h€Fber of holders

Lot
TN

' © of Japanese shares of Lhese gifferent dbﬁhtriea in the

. l{"‘-*_h‘-'t' "
fntted Stetes; I think 1t s a matier .of conaon knziledge,

" the intersst in them 18 1r=c;~easing gteadily all the tize.

He knaw gt the momant, thare 13 only on2 ALD.H, Bet up =~

-



. o . o
! to wit, the Sony one -~ that takes careg of it and 1 submit that

e THOAE wauld ba very 111 edvizad for the Com:iZsisn to 8ay. in case

Y

iE essentiszl

of A.D.R., we think such end such £ disal

el
Far iy

but we will inposs no yastrictione pe all 1d.'unneutinn

with the sale of Japanese stocks., I thin': ;r'gou ary golng

7] to impose 3ay regulatiuas, and you iay well see it to do

S0, they should apply not oniy to Ll lesswance anrd sale of

T, rhiry—

A.B.R.'s but they shovld apply to sic2ls of ell Japarsse

—
£

r

SuTE

i

companies, and Aif you ﬁrer ur s5uch & regulotidon, I a

-
-
— - AL Ll S

Morgan fSusrantee and I an surs theﬂe other Danlks alss, they
ean =2peatk for themselves, w11l ba nore than glad to ecaply

rith 1t,

E K
i
1
-—_'_-— ———

L

HR. CONFN: I am coning back to this roint nor. I
L want Co ialia up N, Froy!s peint.

13 Ir i understocd your position correctly, as I

~
]
e

expressed it, Hr. Froy, lezt m2 esX vou first vhethzr T did

74 express 1t correctly?

.
)

o ; IR FROY: You did. Absolutely.

MR, COHEM: If thﬂt ig corfect,_if you would agree
with Ep 1f there 15 a teiephdne market in the Jhpanese_
securities of Lhe kind e have ﬂﬂscrihﬁﬂ then 3¢u would

- G

express the sare concern with respect to that txpe of
B g i .

trading as you uculﬁ with respﬁct to ﬁ D.H.ff :

_HR.LFHDY. Indezd, I vwould., It could not
- b _ . - . R
|

dEVQ10P-




| the=-oountar narlst, : | S

t . gzl_

ER. LOGMIS: Wow, the n=xt questian is that I think:
X
I will ask you to inform n2 -- the X,A. B.ng-r.mheth=r ¢ not

..

there are such marlets. ‘ __3%?
MR. FROY: In Japan? )’5

MR, LCOOMIS: In JapenesSe seourities in the
United States. In ofther words, isithere trading beyond
thez confinss of the Neu Yorl raprizet, and hoiwr is that wariet
conducted in Newr York City, because I take it from your &im
position, you wonld have d1ffiouliy 17 theve 15 a typs of
inside market developing in Japanese sB2cuwitles.

¥R, PROY: There 15 & morlet 411 oﬁer the United
States in Japanase securities, on az order basis in rest
casss. I only know of one firm in Mau Yook City tdic meles
2 market In a fe¥w Japanzee sSzourities, on a #Ery; VERY happdil
scale. I would slassify thase peonle rzthar as hrnﬁers'
broliers and théy have spent meny yezrs before anybody has
thought of A.D.R.'s in explaining the Japzness currency
regulations to tuese correspondents of thairs, because
th: Japaness regulaticns ere moré stfinsent but thay have
really not changed much except as it has been BhoiIn.

T
80 I think yeu have a very largﬂ ;j%ereat in

Japanese seeurities in Favall, on th: caast ths Wast Cozst,

and to & smail extent in Daw Ybfk, tut in astual trading,

ﬁpart fren Sony, you troulcd not call it an erlsting over=-

-\'.

.
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¥R, COHIN: Let's take Hawail. I have been lec Lo
ﬁnaerstanﬂ that there is very pubstantiel and fctive mzriet
in Jaﬁenese'securities in Hewaii. i{é%%ﬁ."

Are you familiar with that? ~?;;5é;§?i

Mi. FROY: Yes. I have Just heen)%here for that
DUrPLSE .. |

MR. LOONTS: That 1s a fairly broad varkst -—-
Ezwail?

MR. FROY: It iz pursly hased on oriers which.are
passed thrauﬁh three Japanzse broler houses which have
branch officeé, T think, or their oua nfr;ces, in Hayali.
The banliz dcon't traﬁe.an& the brovers pass the orders to
the Japarese brokers. I hava not found a $rading nar:et
of any kind.

NR. CO=H: What about the West Coast ? Gnl* fornia?

HR. FROY: Very Emall.

MR, LOOMIS: Vith further reference to Hawall, I
would lilke to go into that. I have heard from Ylme to tine
théﬁ thers are snall hrakefa, often of Japanese extracilon,
who offer Jzp2hasSe securities to their custo*nru vho
ggain mag'bé pennle ‘of Japanese extrhction and that this

-
is fairly active. It 48 on the se114ng anﬂ.

{,—i AL *-r""'-
s

MR. FROY: Hell, I an arraid ‘thig 45 a lower tyde
bi énimal then I have sovereds

IR. BIOWHELL: 1 submit, lr. Cchen, 1F I mIY, thzt

.,
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even teking everything v, Froy says &8 accurate, and I

am.npt questianing his intent tou be completely accurate, any

LA T
mcment, your Bopnisticated meplcat in Japanana-ptnckd covld
¥ o
chtnge. %We know tbe interent ia mounting; 3£Hhat ha said
F'_h.%-" ? o

is correut, I dosn't knor Ehat you ought to ﬁely on the fact
that 1t Ia enxy Lﬁanlinited trders that conz in tihen
JapEneez sticls ars bougal, bab whore there arz AD.R.'s they
2 always bownd to be sclicitedjgnﬁ Parnaps he would sugnent

Alpth pressure or snxwthing 1like thas,

1 think you betisr draw uche %ing of a éule; AT
¥ou are &5 anxious about diszlosvres 25 he is, Ia the cirfe
of 4A.D.R.'s which vould be 2vallabile ir tivd Tenmar that
nz descriliel, hapnrens o chante ovel iMgat. ¥You are gelting
there very quicizly., Than e wIll folliesr tite sare rule
on AL, Ts.i

HR; FR0Y: e Ehould have & school for dezlers
1n Japenaie szcapities, where Lhey couléd bo tréingd in
Japanese foreign exchénge r¢"u1ah5cﬁs. vo relleve the
Eﬁnks of theinp resparaihility"in our.ﬁesire fer proveation
to the puiblle.

HR. CG*"T. Do any of you dentlen&n at this

ﬂﬁ?ﬁ?ﬁ,

end of tha tabls dare toe jJoln t.h-: Mray? .

'-'u-‘ ,pj x.;"-h .
. _ Fah A
MR. CARR: e have glven a gied at d nl nf thcu*nt

to the views  exprecsed by the Papvers ntq l?ea, and

re3ciulions raseal thove, at their vupicus mEeetings.




.ﬂ

It 15 our reeling that ths Japansee exchange

regulatinnJ are 8o cgaplicated that 4t ia i&ﬂnst impossivle

I'

tu explain them in a ghort way to the tyre ur iﬂ?EEuDT

& ~“{r

uhu voulg de aturauted, PrEaUuahl?, to Japangse Beciirlties
- Ay
by th2 A.D.R. procedurs.

Take the Sony prospectus. ¥ assvns thet that --
I ant sure that it 1s the prcﬁuﬂtjoi voiy 2ble ninds: not
only of the banis and the und EPPHiLEP aad the Segevwrifies
and Exchange Gsmmission, but I will he darined il I één
aunderstand 1t and a luﬁ of veoble vho are é lot nors
sophisticzied thon I, find 1t almost impossiblzs to undesctend.
Hoy are you goingz to, In & short way, eﬂpla;n_ |

J

that to the averaze AD.R. inventor? : ' i

=

Oour fealing wourld be -- as a part of ths I:cn_rﬁfj,

we in gomneetion wita the A.DWR.'s that it would te mueh
: e . .
- better to wait until the Jzmanese hove modifled their
-..____'__.________-—-""-"'__
rastrictisns o 25 bo glve us wnat you might cali & real

e e - = —

Becurity wen, beforsa tra&ing, es is allovyed in the

Japanese A.ﬁ,H.'s.

MA. BROILELL: jley I speal: tﬂ thﬁt, lir. Colrzn?.
e TR

1i'-!'R. COoHEil: If I ray Just say one ybrd bafore -~

m..-*?

..-\..

erplanéticn glven ol ths Sony praapentus. I must die=llcy,

ccﬁpletely,ZEny ¢lain %o authorship by the S-ourities and

Exchanze Commlselon.
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MR, CARR: You must have looked at 1%.

MR, BROYNELL: Ye are gefiing ints another polic
question. To what extent should diqclnnure: bu Jade in
oonnection th the purchase &nd sale in t}ﬂ.ﬁi :umtr_r of
atooks of foraign ﬁompanien tthich are not nﬁb;ent to the
'33 Act. That 1s the tthole guestich == thegfbreign eXohinge
.Governmeﬁt ragulations, ard soc on, |

You can s8y, very easily;.that the burers would
be edvised that thzie ars fareigp eurireney refuloctions
which nay naterialiy and Ternaps adversely efTect his
interest bt they chéhgé of' cowrse, frew month.to nonth,
scuetires fron wéek to ﬁeek. |

I would hesitéte to =ee the Ccoummiesion adopt
a'principle fhat was nécesaary to sat forth iﬁ creat

detail 21l of these forelpgn zichans: regulatisns heoeauvse

T think you would make almost irpossible in scoe
L]

7 caszs, the nurval travsact*nqs involved in securities,

i S I am pindful of the fact that 1t has Tsea said

,9' t¢ ke the policy'or cefﬁain ﬁiﬁiaions of cur goverinent --
.. 354 I think at ome time subsoribed to by the Seouwriles and

Exchange Courdsesicn -~ that we should not vrdnly rostrlet

invesinents by Awvericans in forelgn cunnaniea hecause it

}"’" p-w

zf was one of the ways in which, withcut using Eave:nnent
C R
s funds, we world be’ ffording  the amsistance of the

£ Ameyigan dollers in foreign areas.
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I think that purech28ers Ehould be -gff

given fair notice that cerfain situztions azist hut Vhen )
i /
yeu talk Ebont lonz end dompliciated pozes nr groﬁphct.us x
w ol -

memoranda, I don't think thay ere necassary,. ¥ don't thirk

they are necessary In connection with the sales of Becurlties

-that are not sub jeect to thz 133 Act,

¥R. COMDH: Well, you r&ised scae larze philesophical
problens, Mr. Breoimell, as well as legal problenms. If

oteloclk,
everybody wants to uﬂka th: plane at %:00/fe will put thoze

gside for the wenant.

WMR. BROUNELL: Please do.

HR. CORZil: But I will only say this. That thaie
i no desire on th: part of the Seeuritles and Exchanzs
Ceonmissjon to inhede the canital maritet, the Eepcurities

_marikets, but we do khave & responsinilicy and this is tha

—— -

e i m a— -

nnly tirs we 2re ciitieclzed, uien ve Tall to recognice [/ (/f

that reapansihil*ty to as re thh 11vﬁsta* tazt he geus

—_——— - —— ————— .

the Info=iatlon ha heedd vhzn he 1a ent*tled to it.

e e ——

———— -t = x

M

—_— . . - omT oar

¥e a2lsg have 2 hotion here &t the Seourities ;
and Exchangs Coznission, . that the prufessional Feonle
in the buslness -- braokers end dealers -- ﬂgké'a somaunat
“higher responsibllity than a »an dnaiiné a;iarm's lenzth’
with his fellcew man. - 0. R
| "It 1p in this contoxt that tte have the notion.

- perneps not fully develored, that thzre 15 & duty, parci-
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eunlarly 1n context svch as this. , Now, we kay quireel aboul

the extent, the nature of thz disclosure, hut_I Gon 't thinx

. . R .-‘a:?n;___ E;m
yon will f£ind .2nybody on thle side of the tahia,hho could
S
agree that disclosures ére not Nzeessary 1ﬂ.ﬁh15 typﬂ
. L L
of sltvation. . ) )
Ay

ME. GROUHELL: Yeuw wiil find E?erynné o thnis

side of the table conmevrring uith you.
; ; .
MR, COHE: And there is coacern here, pqw"*culcrly

in the licht of &1l thase gentlemen s2id, whether or not we

I e

mede 2 nisteke in khe Sony ease, and vhets»r o not it is

i

padsib1e to provide adecuatz dizclosures in this sitwvatlon,

L i ———t—— = ————— e w S

“in tha present contert.,

+

o, 1n thas Sony sitvation, e nf:the rain
problers &S cbvizted. This has nob La‘en piaca 1in any
other Bituation that I an swaie of. -
MR, BROEILL: You refer to.ths rights quastion?
MR, COIZH: Tnat is right.
i : Phil, do you uant to gal into this pnilosconiical
discussioé at all? Tt | L Lo
BR. LOGHIS: Het paviicularly, excedt to say that
thera 18 of course, a uhien, buu have thu impressﬂon

"' -I'

that At is e souewnat diflerent. proolen ‘Lh.."l. t‘:e cite e
,,,tg-{%‘

e hcre primacily ccneernsd: w*th, a8 far—nﬂ the uoﬂbiﬂa—

tiﬂﬂfé¢f&ﬂu of tha JarZneda cufrenzy. vedt ¢ns amnd the

Japansza zrachices with respaub Lo »ichits which Inter-

S

-
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loock to & cansidera'ble de Zrea, particulnrly I thinl, witﬂ
,a""""_ > s 1
reapent %0 where you don't have th E-c:n;r solubion.&nd
#ﬂ.rﬁ'—-'.'-

therefore, €n invector 1.*ha grotires rightﬁf I nuppos

4'

will have to sell them and cnce he sell: ﬁh&ﬂ he CcChizB

-

up against the same cvrrency restrictionsyri

MR, COMSN: Isn't it true -~ I guess Il». Froy caid
this ~- I want to be surz that ;I wndzrstand 1€, anyray.

The pgussastich a3 =2 that in the Sony case,
the pringipal undemiritar -~ ong o the princizal unieririters
==  ¥Inmure oecuritics ij:-.ﬂ.n , = thinl it wvas -- o course
had an irtercst in ascurlnyg scnzs sort of market foor the
rights In the conteixt of the offerlng nac‘:e In the Urtited
States; an Interest which michit not exist in any other
pituztion witich 18 not the Sony cazracter, Tioet 15, vidrse
there hzs not bean & registration statemant FIled, and
effective unter the Securitiss ﬁc-_::. |

In tiaat 8 falr etetenent, v, Brovmail?

MR, BROVIELL: 1 would rather let lir. Stevenson

-angwer that one. I think it is a fair siaiement, I 2n not

Bure. ) -
Ill

"y MR, STEVEVNSOI:. Certalnly, thera r:as an intarest

.‘m that ease. I 2u not surz I can anuwer;he negative. X

- ‘would sssune that the J;.:ﬂre*‘e semuuties fivrs are injerested

in having an nrd ply mariel :Ln any Janaﬂese security
: I

in vhich they &re frading. I think the guestlon trat has




e : ' o2

been raissd 1B A question of ability to do that, but 1
i g )

uertainly think -—
l-{ﬂ. GOH‘_WI' Muybe we can deal ‘Fith '.I.t ‘b‘y asking

nr Frag vhat has been the eXperlience of 1nman.ur= to the
,."I'-":‘ a- .

"axtent he lmows, who hold Japznese secupitied ﬁith pegdset

S

to th=ﬂe rinhis of feringa?

i, FROY: 1 woulé not kncu. On the day the

peopl2 boughs thelr securitis:, tnéy tiers hended cver ©O

ther and they vere Lent a8t tha Pdﬁ;ﬁﬁal ity Banl; whaizaver

-1
w

1
LF]
b g ok ey e

instxuﬂtic—s u%ay have giueﬁ ginesn that tisme Yo ¥ Feilonal

C*ty Lszqk 18 out of our control but I bzlievr they reve nad

.
FY
I emEST T

ade 1-5151*-.;1:-; thet they boughv these shares when thzy bouzhi

in
e

Lheri,

p, COENT: I wondew 10 the Mmfional LLEY Bank

e

LY pap tel)l uwr uint reooened

;. RoBeniscd: I I way talk, the showes
wreps picced ir the bank's custody for tae eusioner, 23
ﬂistin~4 shed frcm thisz A.D.R. arroizenent.

© mp. COAIE: T gon't wani o craate eny-erbarragsing

incidens, 1 '.u 1 Uithﬂrm, t-'t‘—: 1::11.-‘33-!- ion.,

-
ay

. STEVE w81 I wonted 1f 1 ean say e WOT.

i e Eiscueéad asnT a geod deal. 1 thinlt tha tash of &
R

. 1aneel, pa-tisularly in the case of the rirﬁt faring
T

v Japa“.. 2 B33 ties, 1g & Aiffiewtt on2, ppt I do

*hlnk t*a* t4zrz 2ra BOTI2 vre"s of d:fferenﬂe that &re
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epparently before us here, which ere not really differsnced.

I think that ont this disclosvre qguesilon there have heen,

reallr, two qu.estions raieszdq. mE ie the qualt.lun of the
v .;-r? .
type of disclosure that 12 golng tn be raqﬁlm 111 the easze

of the continuing Japanese A.D.R.'S. : .‘*’ Sl

Tha other 1s thz questicn uf ﬂiscl’éslwes that vere

| made in tha Sony prospectus and I think that all of us thag

| had anything to do with Japan, wofld eertainly hope thzt

the exchzngs restricticns can be further simplified.
B ' o

, I! - T thin!: that wonld be somsthinz that 15 in every-
LI P . . . . .
. one's interest. Certalnly, 1f that cen be achievel, 1t

1 %
|'1 wonld make for a much more undzrstandable sitaation.

12
C " As to the exchange regulatlons at the present

time, I dor't balieve that &ay of these statem=nis ars

i
P

Antendad to ?ay zhot what a3 1ncludad in Sony was not
1% }
accurate.
' 1 think e Bhould polnt out that it was . pevieusd
17
b;r the !Iinistr;r of PFinance &nd by counsel in Japan, and that
1€

to attempt to slapl 1f:,r tnis mL{:h mn**emulﬂ cbviocusly, craate

probdlens.

I don't think t.h_t oIy disagrenmnnt with Hr. Froy -~

REL o

d em rot Elwpne that we have so much disagreement en this
R 2 1 pmnt- - h'ut I Imm that his Garmit-ﬁee, ftﬁfminut.es that

S 2 he read tn you apprwe Ening ahaad as- r:argz. tﬁe Sony

transactian was conterna4, and_ haxfe wae no dispute, at
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- least a3 to the sharss, that vere belng covered by th: 3-1

-rugiutration'utatement, 8o I don't think there i8 any
: ELIL N L

A R

1p8ue befibre ve on that, Ue are not in q;#&ﬁreement ot
o '-'. ".,_\.....-"-:t -_I
that, are we, Mr.Froy® . ' ng_,

vl
- S
[

MR. FROY: On this paxticular 1559E4 tﬂé custorsr
who'hcquires nsy _Sony shares ghovld be supplied with
a prospactus: & full p?cspectuB}
MR. STEVENSOH: Yes. o
"Hﬁ; FRDY: If, in the care of the 5412, -= yhere
glso, Sony shomld =-- this naﬁ havé heen-omitted in sene
eases by the brokers if thay thin% they have suhstivabed
this disclosurs in hanﬁing this A.D.kE., I’am'affaid tosy
have bsen vervy mugh nissing thelr dubty, as far as dissicsure.
MR, STEVEINSO: You were not questlcning
adequacy of thz ﬂisﬂloﬁure 1n the full praspectus? |
| - MR. ?RUY:.AE yout kno?, we had & feu dlscussiors
on it. Youtiére ¥ind enouzh tﬁ-make thoss chéngas. We
felt ve prnfessiﬁnals nignt uitimatbly'unﬂerstand 1t.
T don't know 1T anybody else would.
-.HH. STEF%HSﬁH: I don't have anything wmore to

™. - . .
add . - - ! . . -_-i':':—':' 1 .
y ¥R. LOOMIS: I wondap AF I_ndyl@;fpllsw up on

P TR

A",

& ' ong point that Mr. Stavenson n2ds, to aééfir"i vnderstiocd

him correctly.
]

Kr, Stevenson, I understand, indlcated thet
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| t Iﬁmure.seuurities ﬁnulé have an interest in maintalning a
’ market in the Sony rights for the benefit af e Areriezn
stnckhnlﬂerﬂ, Enc Buggested A I gobt it cﬂwr;;tlr,that othar
Japanese sacurities de2leprs night have & Biﬂilar interest
in meintainlng & similar market, for rights;{which might
“be Bequirsed by Investors holding A.D.R.'s of other Japo nnsskgl
issvers. d \Qy i
I wonder uhat the nature of that interest Las, anﬂf
how 1t would manifest_itself?
1o MR. STEVENSON: Well, I think T said that I
was not cempateﬁt to spgak but that T assumed that if they

are interestzd In prcioting a favorable mirket in the

Unlited States for Japansse szeuriities thot certainly the
rights piroblen must be hanfled so therefore, 1t Tnuld seen
to me that it tould be In every one's interést to have
the rignts hand;ed in a fair, decent 1ay.
I was Just addrzssing nyself to the moﬁivatiﬁn.
I_had Just qneothef polnt on 1it.
In ﬁhe case of Sony of course, the rights were 2lso
registﬁred._ihe n;ghfs effering was reéisterad 5O é

conaiderable nuibar pf'stcclnolders eaerciaeﬂ thair riohi
A S T x¥2 "

’ ‘ ;T.:.'J_"
P e

rather than selling thea. ﬁh

.-;_t' ;

MR. LﬂDMIﬂ- I vonder 1f IEu Froy has anything?

- HR, FROY: May I say, the expresszion "favorabie"

is naturally a very rclativé expression. IT it is ravor ble
\\

LY
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for the ovmer of the rights o for the purchaser of those

rights, You Bee, and this i1s very dirffiocult to deternine,

hl.? é‘?h

anﬂ rau heve no peans of usinz en oDen Or 5 narliet.
MR, STEVENSAM: Vell, I don't ik gp,ana vould
Teto T

-deny that there 1B & prdhlem bercavse br nat ; B8 fapr ac
3

Japrneooe eetlrlties are conczrned, exercise of righte is the
nornzl paitern.
¥
MR, LOCITS: The trovble I have with the uhole

Bituation 1s the zasvnnilon on which you made your

etatenent.

MR. GO‘ 2il: That E?;; of yours is a very larz
fi;“. That éﬂ", as I understand it, is that if a3 Jeporese
firim wouvld be interzsted in miintalnilng an erderly Diarlat

For the rights, I wasg led to belisve thet thare 1t ezrliex

dlsgusalons, ard discussion this porining, norn 21y there

. is not mueh of a market for righis znrd that vouM mean the

Japahese dealer who mlght have no intexrest whetscaver in the
A.D.R.‘s arr&ngement here, or 1te suecceasson, autive
successor night have sore tnterest theaselves, in creating

a market where noue exlsts, That 1s the "if", and thai

is a fairly largs "r“, as 1 see it. .. ;ﬁ'
_‘_'________..,__-q.-_. F

Hﬁ. STEVERSON: All I aw saying IB that 1f this
i'h\"_

does not happan &nd thqt ir investors do surrar Yery

feverely 83 a result off thic, 1t will refleet unfaveraply

1
on the Japarness securlty business in goneral; so I trould

;
v
LS

: . . -
.

gl ARy - T



auauna that'there, the K.A.B. D,, waieh I umﬁersuénn doas
-J:iut, would have tha pags aort of interest tha; __;rh- Froy
doges here in Beeing that peoniz get & rairﬁﬂjgih
e That 1s 211 I e addreseing mysa;; *ﬁ;; -

FR, LOOMIS: fThere is ons other uabqnt to this,
- I vanted to go into Just a 11ittle.

As I wderatocd what rag stated earliens, there
18 no rrovision fnr the t= ans?er ol ridhts by Janancie

res¢dent3; end taus, the »ichis which are gecuiped by them

aZre 811 erereipaje?

1 MR, STIVEISC: Or lapse.
- . ) -—________‘_‘N , . L.
(:f 2 MR, LOGHIS: But T don'i mze why 2nybody in his

By right ®mind vould 1zt that hapoer.
! MR. STﬁ?EﬂSDH: Right. It dozs happén.

MR, LOOIIS: Accordingly, the enly trensfepsble ’ ‘
/ rights ere uhﬂae n:ld by foreizn Btostholders? {

MR. STEVE¥SQH: Right.

MR, LDOHIS:_AE I unda?stanﬁ vhat vas sald earlier,
about 35 PEPﬂent of the fnreign stockholﬂe s have been
estimﬂted to be Americans - n=yhe it is gn percent. Under
the Seauri ies Act, unlesu tha Sany ppacedure uaa follocred,

‘r‘!* T

' 1t would he di*ficult foh then to exeraise rigﬁfs, and 1t
?ZJ:-i -
aoLnﬂs 11k= 2 acﬂt nf & one vay market to’ me, with nnly

L-l-

nellara aroundl_ and that is tas trouble. - /f
' /

— —

AT

MR, GoRET: That 48 part of theCir"
-~




| T EN

i of .- MR. mmrso : T think there 15 one point, aa

1 ﬁﬁﬁgrkhand 1t. Thwre is an active nnc-insugpnnrket in

-

Jhpan. Yoa pan of course, estimats vhat a r'wﬁ~priue

1\ C A,

; rur yaur rights would be by seelinz vhat *he Hﬁhﬂﬂriﬁ+iﬁ1

price 1s and the present market priee 18. D'baiﬁuﬂl 1f
the Qifferential 18 too grest you have & cause fop ccmplaint..
MR, COMBN: At the very Teast, I would ascuze [rom
what.yﬁu said, Mr. Stevenson, that aceuning there was enouzh
interest Eenefat&ﬂ among Japanzse dedlers, to soquire
the secufiﬁies 2t su&h a diecounc of thz mar#et value
of the Bhares, that }hg-ccmpetitiun night ereate 2 nzrket
for thate rights in Japén; that is vwhat would fiow Trcw
the sitnztion ;f 1t develop2d abs wou svpeested but there
would be aﬁ upner 1imitbon that which 1o0ld be thg Eaount
of Giscount or the Bmallest amovnt of diseemt Eﬁiqh
would sttract Japensee deslers into this picture onm
top of vhich; would have to be Bdded the cost or trensporte-
tion &nd irsurénce £nd 80 on.
¥R, ST SVENSON:  Sure,
IR, BROMELL: That 18 right.
ik, COHEN: Doss Pnyaaﬂy else vant tu Bpﬂak o

1.

thisz proolem? . r-¥t}?L' : o % ;
. ' ' ‘:‘??vwﬁ- W
I can only B8y, by uay of an asife, I once

spent a day sitting at the gide of an srbitrigewr

in Lonfion. It was a pagnificent experlahce. .
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HR FROY: Trading is easier there.
3 .

MR._GDHEN: Easler than in Japan :;ﬁ;hﬁ United
Statee? o Ef

MR, FROY: In Jzpan it is very eg;y?because in 2
Way, ¥you ¢an make your own markets in soue cmsas.

MR, COHEN: A1) #=stinc agide, does én:buﬁy elca
want to. add to thls discussicn orithis point?

I take 1t that ye have 1In soms Lzasure, encocrassed

4 nurber of disciosura prnalems in discussing the general

Bituvation in Japoan. EE?haps we ocught to eddress ocwrselves

to the problzu of dupllcation.

By that, I mean the issvanze of A.D.R.'s by more
than cne VYank for the sane securlity. .

It ?ay b2 the fairest uay of dealing with this

is o first provide an opportualiy to the chponente to

stafe.ﬁhe cage,

17 - . Who wants to underiea thatt .
. 19 B MR. CARR: MMay 1 say somethinz first?

This 13 a matter of great inbteract to banks.

It is a mﬂtter wvaleh proliferates 1ceas; nhkes us verboga,

P

Shculd we Btart nolt and go on for 25 minutea-ar Jauld it

' ! F* &
. 2] not be rnore 1¢ sglorl to- ua 1t all at once, BY nne neaﬂirv?
28 .. . MR, CG; iils It 45 all right uith me, whichauﬂr

23 way you gentlemen choese,. I knct your tine is limited,

25 : L




A

3 & & =

110

ME. BROWMELL: I think the opponents have cone 2

lonz ways. I would llke to hezar vhat the. obponents --

who have the burden of prool -~ have to ﬁﬂ&?éﬁf;hﬁt.befgre
- §§£§}1
¥e break up.. . -

. o
MR, COHEN: #Hay be e z2n do that. jﬂaybe Fir.

Austin can make a stztement, and we will adjcufn wthen
he completes his statemsnt. ¥You can also 2d4d to 1t.
Then wé can kava anovher meeting,fwhen e will really
sguare off.
MR. AUSTIVN: Mpr. Cohen, this duplieation waicth
We are #£11 faniliar with;hare we have the situation which
I think lr. Brosiell ouwlte antiy terms "¢uo men on & horss
That 1s s conditicn which mekes the horsce difficult to
control and very vacoaforiable for the rider, but 1t iz
also, I think, 2 hazard o treffic -- in this cass, the
public interest ~- in the forn of an orderly m&rke;.
?he sitvation arises aolely froam a duplicatlan
by Guarantée Trust Coupany of not less than 18 A.D.R.
Igsues first offered by other banks, not inciuding four
Japanese issves how oa flle with ¢the Commisslon.
-{?he ﬁrgument th2f such course iapauyeneficial
AT AT

one to the public overlocks I thin%t, & few @spects which
. i A

T

Tan .
FERE.
G-

must be'uonéidered..’: B Lo R

Oleaﬁly, 811 A.D.R.'s should not be duplicated.

' )
only cnescelscted for thelr prenlnence and profitability.

.
I

™
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Beconti, where dees it end? I mean, if 1t 1s -

argued thet duplicatinn iz go-d, utat 1s i%ﬂﬁﬁpiicatien-of?

T ,' -

What duplicate, which certalnly i open tu.ln%-hank at ths
preeent tige A anybodv wvants to go in them.'ﬁhat htorens
when &an issue 18 cuplicated? : 4 d
There ars re2l pitfalls reving to do with the
recordation as well as the rate 13 dollare to pe pald.
There are others of & na2tvrs wihich I can
support in the recoud, wherh for eLannle, & distribution
muet be made under an estate; the ﬂecedent has 1n hiz
estafe, £.D.R.;s of different Pincu, wlth .the szne under-
lying security and the distributlon cinnot be made bscatse

they ¢amnot rake & proper allocation enong the helrs

and In 811 of these cases, the confusioa would be worse

. eonfounded in these czses where the duplicatee didpot ..

confﬁfm to the raovest ol the duplicator, to malle wifors
reuoﬁha; éat&s of dividends, Aside frou any questlon of
ethieﬁ,'which I w11l not go Into; soue of.us ﬁhing 1t

1a snvolvzd hers -=- e have the further projJection of
this thinz tu a point Wiers, for ex;nﬁle, as a result

Pl
L\."‘%" r

of a sprehd in the over~the=-zounier market& aoma ane of

]
SRR B PR

Ny
these ccmpanles mIEht vant a listlng. o ig{}k
"It has hHPPEF*d in the case of Transport

‘Trading; in the cise of harxatina, and I am sure that ths

stock exchange would pever considsr listing two A.D.R. izsuas
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fﬂrfuhﬁ Benie wnderlying shares, Its reasons ppt to do Eo

wauld be th&t 1t worid bz Impozsible to h_ve-ai‘bmde“IJ

_'91 1-_1". H’

viret wlth two duniicate isstos naden the I&na.ra
'l' I would be ziad to hzar from others)ir*s_;o thinl:
aln 12 the Bmze 1ivr2 28 that.

3 MR, COMZN: You Gid not taks a great deal of tiue.

|

Hr.Care, do you cerz to znsuer thet?

1. CARR: 1eall, T azmrze with whit If». Austin Eais.

It 1 only beezuvse of the efforts of thoze tho have Byl lorad

:lr

ajduplication that i gre able to kezp this mavket orderly

L all. If thers is & ﬂiffereﬁt Yerors daﬁe'far any purpaae;
if there is a differant pIymant date for dividends, you eszih
inagine thea nonfﬁsion of ‘2 man vho is holdiﬁg 2 licrpan
Guérantee £.D.R. end en Irving A.D.R. Xe Eets tuwo Ekeeks

on two diffevent dotos for the sane secwity., If wé

don't happan to usz the szme factor for trenslating povnds

o Dutnh ﬁarks inte ﬂolﬁars, hz gets & different pzymant | o

1

of dividerd per shtra. Al this i5 very confusing,

T Svpposing 2 pan hzs ons Howzen Gtaraﬂtee ang
ons Chemical Benk of;aﬁing In tha Bame stnak? . Thiare
rﬂt’
is & Btock Givigand. Hé-may Ez%, Instend nf a full share

wﬁiﬂh he vould-have gotic 33 bad he hzd ®12 tn ome pﬂrwinv ar
plane, he nay ‘get two obions, Instead uf gmtting hilo ﬂ%hﬂﬁgé
share, he gets cach, wnich ke Gess neb want. Me vants A

. B . . . ", )
Yo keep hig invesiment in this stoek, I &m sure that tho.
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dezaler fraternity has & great deal to 63y on the cenfusica

that arises 1n their back offices becaude ﬁﬁ'ihe duplin&t%cn

of the A.D.A,.'B.
| Mow, I will be gizd to hear rras.uﬁhe; banks
or from NASD, 4 !

MR. DOYLE: The First Naticnal City Bank, as a
matter of prianciple, is azainst dﬂﬁlicatiun. Vle £ind oursalves
in the posltion of not being Cuplicated, nor dudlicating.

MR, CAER: I wmight nov call on the Manufaciurers
Trust. - ' -

FR. "RAYERS: "e have r.ot ta%en any pﬂsiuiﬂﬂ. e ¥nxg
they exlzt. Ve, I supPUSE; are assvning cervaln thinzs,
having taken place 1ﬁ the ?ast trey may taliz place witn us
AT end wuhen we et into this. .

MR, AUSTIH: Do you mssn you will be duplicetad,
or duplicating? ’ |

KR RAVR S: Duplicating.

MR. CONSH: I suppese you all don't belleve in
the oid adage ahout ﬁhat it the highest fornz of flatiery.

MR, FROY: Hell, I have mpade a few nutes

Allow me to read these tn you. :

Bnming to a point which ﬁany pébplgﬁuall,

)

errcﬁeaualy, controverslal), I hEliE?E that 1r on2 person

i In favor and twelve paraons are in a position of accord,

this canuct re2lly be called controversial,



.}; ‘{' - . S Lo |
re . S _ 11k
My Commlttee and I particularly hold & velry

strnng view on this point; strons vieus, noh fron the

- i

tradepr's point af vievt, who 13 nos 1nterantaa.in wnat he

'.J:"i

trades a5 long &as thers is a margin of prnf{ﬁffro tha
oI TYPRN

view of the public =2d hog, end also the dpaler-brokers

. L .

and MASD point of view, The {act that sevaral banls

are issuirg AD.R.'s for ths some torperation, has glver
;

a 1ot of troublie to the public Who are trhe ultimate losSers.

reagon vhy this should pot bzcoms uliirately & triple

or a quzdruple dupilcatlen, if yeow Mika, DUt R1S0, tha
partnavs of thosa fircs wac baf Lo salte oD 193he3 Golfuse
o™ dividend B2 rent, vipght procasdings, l:38aX &0

asacurt of 4transzct! cas,arﬂ ceppiicaticns vesulting

-

[
FA"

eint

0

from different kool cleaing dated 25 & vary Serlgs

B

F
Y . .
" Alpo, to the olfizes 2 fdouble uoprk, and therz is no

which the trader pererally dees not sce 1n the course of
his sotivity. _
In the esse of Rursfean ALD.E.'S thig ks
" peen @ gmeat nuisence. I can even guote examples.
1 dop'tpuant s 3 4%t now, wzesude I have son létters
here whiéh..will take a terzific controved sial discusslion.

..;"'-
Th11 prcbleu *iﬁh+ e acoa 1nt “nountahle

f.

'---:i

- b H ' __ B
' in the caze f the Japansse A.D.R.'S whpre rignt

1ssues are *he rule rather than the exception; where
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=
g

nn'étrie}el study of exehanse'market exlsts for such rights,
]:'lnd where the-differenees between'the diffeneﬁ&ﬂl.b.ﬁ. banks

,i nay b eeneidereble.

It I8 Jifficult to think that tbe Bpnke ho
are acting -~ and I must repzat myself, ae glozskroon
attendants, for which & very handsera cervice fee 1z pald,
by the trading community -- eheulz foster facilliles over and
‘ahove those which we do require‘

1 am avare that letters can be produced here,
obtained from traders, stating that duplication is deeiretle
basad on & slogan, competition 1s geed for- buslnees, with
which I agree except that the bemeficiary of the eempetiuinn
should te the publlc at large. it should, possibly,
prefiz ftem h paduction of A.D.R. fees but no such benzfit
hae go far come to the publio, in splte eé the fact that
scne banks have teeued their first A.D.R.'s 1n 1995 -
my Becretary typed 18“5. Haybe the period %0 Bhew the
advantege of thils eempetitinn hae net heen leng eneteh.
| Te put g final proof to thie ergument, I can enly repeat
that my Gemmittee, with one exception, teted egainet

e '”‘1 .
.guch duplicaticn and thet theChalrnon nr the Geehiere

'I"E::- b __.- ;:3 ]

Divieie1 of the ﬂeeeeiatien of Steek Exehange Firme,

confirns Bt randcm - inguires. . that 1te meﬂbers feel the

Bame uay B3 RY Comnrittee deeg They ire the ultimate

: sufferere They heve the dvelieetien te keep in their
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books, Tasy have to fight 1t out in thelr Dividerd Dpariiasnd,

and they have to chargze our éccounts, ultimately, for ta:

. R . 1’
losges. o -i,m _

Y
'\n l\-

¥ &1l this is not suliicient prnnr for my

,,t r
i add that neither the Kaw Yﬂrﬂ Stocl Zxehunge

E]

AT AT Lh.-, may i
nor thv AmerieansStocl Exchange has ever given peraission

that tvo different bants cvan actd a3 issuing houses for any

¥
o the A.D.R.'s guotisd on thoswe tito exehanges. Thelr

[

experiznee in meincalining &n urﬂeriy market zhould Secome

-~
angd - -

sort of & giciring examnle for thz hr”u co fmdtate, >

the Securities and Brohange Ceomission could tak: due note

that the maiptensnce of an orderly rarket Is the bes®
protectlion for the public a&nd makes it posslbole to incigas

the infiveunzes of our nuarizv on an intzrnaticnal level,

world wide.
I em not tryring to mate & speech but T wanc
you to ‘mwy that ihis feoling is baszed on the desire

to. sze the public well protectsad, i the brohker-Gazler

15 furnisrhed with an iastoument which he can easily hzndle
and beznks recelve &n Incdone ﬂhlﬂh ther should enjoy

for tne ssrvice they are rchdzrTing. it
dunlicatian,

11.—_,-.|."-

ﬁ"‘

-

Ehat 15 all 1 nave to B3Y ahaut

1.1'

i

besause post of the detalis have &;ready bEEﬂ ranticazd

byfir.Adustin and Hre.Carr. -
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Hﬁ. ODHEH' HEF'I Just ask one question, I will
lsk Hr Brownell to Bay & few woris, 1r,hu wi1), Bo that
~your oollesgues may take suay BOm2 thouﬂhiﬂ t; consider,

_ Hae the N&SD ccnaidnred whether fi has aaxy
authority to deal with thie problam, irsufgf as 1%s Ipeibars
may tradz in A.D.R.'87 |

FR. FROY¥: e hzve diﬁnﬁssed i1t with our
Executive Dirsétor ond I beiie?e wieh M. Greteczk. Ve -
have not fnunﬂ nernvian of regulating it on ouwr laval. ,f’;f"

1R, COHEN: Now, I will not Bpeal to 1t furiher,
but by doing that; I @en't want tu.he ﬁnﬁersﬁﬂod that XY
necessarily agres with thet conclusion,

HR. BROGTELL: You want this to bz brief, and.
not compieste.

MR.COHEN: Thete gentleran want to ma&e_a 4:00
ﬁ‘clogk_plané. _ _

KR. BROVIIELL: I woh't use any nmore time than
théy usgﬂ. Haybe sthen 112 ﬁéeﬁ_ﬂgain, /e c&n discuss
1t further.:_ | - ._

- _ Mr, Gahen, T an réallyaarpriﬂed to find four

mr *R-h.
hanks and ‘the NASD faking a position nr this kind before

P \c.,_-u-'i

the staff nr ‘this Gcmmission becuese 1 thuught that we
: B R

all ancented Lhe principle of cnlnetitinn betuaen

[ -

: banks. I dnn't think that there is any more confusion

invnl?ed in differant bankﬂ issuing A.D.H,"s than t?ere is
e T - ’ . . '“-,
st
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in cifferent barks charging differert Interest rates or
oustody rates ur thirgs of that kin&. N
~3@g§ﬁv;

I must point agzin ta the fact that !UI‘E:I].
Guarantee has been in this business perha;é au iunr -
&nd I think longer than any ol these othar q;&ga and has
built up & reputation over th: years and foss have a
great many A.D.R. issues cut:tand%ng.

I &m not in & position to put on outside witnacses
to prove iﬁ but I thinkt thelr service has Yeen so good as
to glve them & estrong compsiitive poaitien and they are

williing to tale cn all eonn=tilors.

I an sure that the obher banta nust bz egqually

" willing to take on 21l ceanztitors and that their »zascns

stea from the point that tirey have nada zhont ccnfuﬁicn
existinz In tpe merkat itself.

Hozver, T doubt thet cnnfusion.'

; knéw that.ﬁe would De outnusberad 8% this
hgaring today and our pecplé therzlore, t&ok palns to
_ﬂonﬂﬁlt uﬁhef broliers and dealers in th: street and
asked them about ths extent of the confusion that

arcse, = - _pa}’
. h $¢
‘T w11l submit to the CcﬂLiasiun - and ur eoursa,

t" . \4-

capies to ny frienﬁs hére =-- a letter adﬂreased to the

. Securitles and Exchange Gann_$Sicn, narﬂed tn yuur

attention, deted June 13, 1951 &nd reads as followa:
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"Dezr Sir;

“The pur;pose of thisletter is to inform the
Beowrities and Exchange {.‘.cmr_is:;mfxt we, the
undersigned, do not egree thﬁt;:;aiiEAtenent
of opinion of theChairman of the‘édreign
Securlties ccmmitﬁee or the Naticnal ”
Assoeplation of Sacuritleg Dealers, Inc.,
that duplication of A.D.R. fzcilities for
the same forelign eountry by mores than one
gepozitor resuliis Ina ﬁiscrﬂerly_market.
Ve realize that duplication hase gxisted
Blnce 1055 Involving acthe sixtsen eompanles,
angd we fully avpraclate tnat dunlliecatien

it not the 1dezl sclution of th: problen.

I

ﬂe névertheless urge that theSecuritilias and

Exchange Ccimisslon pernlt the contlinuvance of

LAY ]

- the peolicy of the MorgsnGuirantes and Trust
Company of Yewr York in duplicating any
- AJDWR, faecillitles, vwherever deizand uarranis

guch duplication,”
gl e
RATIN (Rt o - That 15 sigred by som2 25 or EE firms, all, I

1 "ri.. "';_'

) sure, well lnown te the Comazission. T Ian‘t attenpt
_ 3 "f_{, v -

>

to read the Yist,-

lﬂIH'l FROY: Ape these simned bypartners of that
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YR, ERDUNELL:  Mr. Moxley informed me that the
signatures are either by offirers in th: csse of corporatlons,

or partnara in the uase of partnerships, op 1n iﬁme cedes, by
_f.l

He also B2ys to me that he would &ﬁpreniate it 1f

the names o theee firms were not diseclosed ét*this time,
and I have Introduced -- I hevegiven you the letter.
I will give you the letter of uﬂprﬂe; Wlth nenmes on 1t,-
and I don't have to give thaletter since I heve resd it.
Maybe we can discuss that gusstion agzein.

MR. CARR: It hérdly Beans right ty zive wveight

to evidence which is withheld framother pariies 1f trere

15 & dispute.

MR. BROMNELL: I would l1ike to withhold 1t
and discuss i1t with you., If the Commission vants 1t, it
iB all right with me. lir. Noxley apcke to mé at this pcazat
about it. I don't thinik we will have a@ifficulty in ecning
to 2 proper agreensnt ch i1t. 1 have no quasticn as to the
validity_or these signatures, and at the propsr time, we
will give you any evidence you want with respaet to the
exscution.

MR. COHEHN: 1 think Hr. Frey u&nted to Bay
SRS

»

someinhing on that, _ ¥ ﬁTﬂf*

iﬂkii
Mi. FROY: Mr. Cohen, I 41¢ not uant to hring up

anything unpleasant at this meeting, because I felt this



-
wWRE & naeting where we are trying to axpluru the posslipilities
to protect the publio, but this letter wal uwn to me, of
ll‘h..uh the etreet has spoken to ne for t.-h;*.‘;.lltmt-en cars. It
- has one very strange slgnature. I want yuuaku kact about it.
One firm which has = represantat*ve on our Ccorities

whu vntei stronzly egainst duplipati:n, as contacted, tut
the m2n who was actrally the netiber of cur Comnltiae Ynes:
nn?hing gcout thizs letter unti]l I told him z2bout it.

"I don't thirk that s & fair way of aciiciting;
a falr opinion on & matter wnlch has been decida2d by
a reprasentetive body of firms vho ays rep&esented en thet
Emnmittae, which T have the henor to ﬁerve 25 Chairzan br.

MR. Bﬁ“”ﬂELL. Hr.Froy's woint cnly proves we

Frequently find differences of opinton between 5a“£?e§s:

IS Al et PR AL & R

[}

end the Tact that one partner did not agreé with tﬁh
other doea not hother Ee In the slighiest. I don't know

whe the firn is or vho the man 15.

There 18 the letter. let it spezak fnr .4 4:1-05 g
and of course, any member of this group who wants. to
'Ii

question the reliahilitv of the exeaution, ; will malte

it poasihle to do it.

MR. Gﬂhmhf Hay I szy ihis.

HR. CARR: If we should be allowed to lmow the
S i .
names of the secrat witnesses, maybe e can get letters

&
' ' - . - b

from the sa2ng firn, exprascing 2 ¢ifferant ontnion. ‘~\\

b e — o
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ME. BROWNELL: Maybe they covld,
- I don't want to enphasize the lﬂtte“ any

further, It spaske for itself, and I‘will :ive it to you.

l-' .'-;.' -

Let B2 ~- bezauss my snlﬁ-allntnﬂ timﬂ 13 running
out, uﬁless Fou yrant to talk avout tneletye? furthzp --
speak to my next point.

None of these gentlemen wha opposed dudiization
Bvrggested any way in which 1t pan be l2gslly avoldad,

Taerz 2re Aiffepant Dasalhle wuiays, I Bubpose, that all
:‘ of the binliz eronld get topether 3nd make ap agreemsnt,
alviding up the duaingss &mon; h*u:elv,h, He tale tha

first thres iettzps 5T the giphabat.:

You =o3n fake the Tivst, tho F220A3, 2nd th:

14 thirg 1etters'af the alpohala% a3l o%: Uz dovk, 211 the

13§ way arowmg r“; world, JAmoung this group of lewyars,

L I don't neced to do more ihen o Svinest that anything thet
17 Invelves inwerstate commarce, whethe= 1t be Beowv ties in

¥ the feoreign countey that are suid in tnterstate COMMGEree,

. | 10 i an Bu:e non: of the lawyerc would 21iew theip cou;cﬁies
. :iLE;T;'HE - to get’ 1n’0110d in that matier.
S The second possible sy that o ours to me
) "ﬁﬁé}??;hiﬂ _would be to have “he _Securiiles ang Ench&;;H 00ﬁn4raion
. - SO 58

32 F relled on in the field. I pan viuual*ze a haaring. It

)
¥

Hh will t&ke sene uea!s but we 21l would prn?e our 1ittle casaj

we wonld &l1] ask for this and for that; then the Comnission

Ll
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fuhich hﬂa dacided ‘more difficult problems, might Af it

L"'--

wishes, coms down and divide up the rmﬂ"’?’t Peel

43
‘? e r'-."’- h
reasonably Bure you will not take that ﬁﬂm; Idﬂitian
"" 2H s
tn your nther duties. }'4..1..__
i,

The third way that occurs to Ee I8 that the rulé.
of first comé, firat Berve, would 2pply. In other words,
we would have a pace of ﬁiliggnce. 1f any baniz got 1ts
hands pn a particular iscue first, it vould have
that lssve.

If the filing of the S-12 docs not invelva
necessary coopératian of the compeny, any enzrgetic bank -
Ifrom ﬁississippi could go out ard flie 8-12's for twe or

three hundred cechpanies. Tozy would be first In. Yo one

else would be eble to take thein away from them.

There may be other mays of doing 1t. I think

they ape £11 variations of those three, all of which I

think are impossible and I submit that the well established

pule of falr competition in & field of this kind, is in

the interests of the public.

I will, when e meet again on 1t talk tu

4 Teem ST AT [ o ! _— .
‘i

-you'further about the much exaﬁerated unqplications

—r— ———a s -

"rf.}

'that result from the duplination but that 18 too long

T — wﬁa;.? e

aubject to go 1ntn nnw, except tu say as these

'Eentlemen have said, no serious ucup11cat10n has so far

resulted.




_Thacheﬁ”anu Bartlett.

ME .COHEN: Before we conolwde, I neglected

this marning to ldentify for the record all ur the paople
.!:#:# 'I:.-'H A

".uhn are in this room &Fﬂ althnuvh this nﬂr ba repatitious,

Z»’ﬁ' I

we will ntart &t the end of the table lnﬁékn around

'f the room. W1ll you Adentify yourself? ) 3 ' -

MR.RUSTIN: Everybody here has presented an
eppearance. |
MR, COHEY: Heow about the Becond table?
MR, DOYIE: Everyb&dy here 1dzntiTied thenselves,
MR. COHEN: Kew about yuu'gentlemen in the bask?
HMR. BATOR: ily nake is Bator. B-A~T-0-Il. I am
¢n assonlate of Me, Brounell. |
I have not =nolten.
HR, STEDNER: Henry Stelner of Suliivan snd
Cromniell, . ' . ”
HR, COHEM: fres you here with lv. Stevz:nso‘q? )
- MR. STEINER: That I1s corract.
| MR. MEDIOCK: Denald Hedlook, with Winthrop,
Stineen, Putnanm and Roberis. -

MR, WOLFE: Janes R. Wolfe, of Siapsen, -

HR COHEN: For vhoa &re you appe&ring?

mm. WOLFE: Hanuil'agturers- Tr'l.tsi.'-né

MR. DOYYLE: Before you nonclude, I wbuld 1ike
] . :

~to polint out the difference of our position from the othars
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4n the erant thie proceeding ahould be determined

favorable in 4ssuing the A.D.R, 'e.

MR, COHEN: This 1s not a procestiings This 1s
Just a conference among us. ;;gé%ﬁ?;
MR. DOYLE: That Is a proper cnrraéiion.

LOur £filings a2re not effective; e filel a
delaylng amendzent, 8o the five 1ssues on whieh the City
Bank would 1like to beccwmz effsotive are a $tep behind
the others. That e¢an be borns in rxind, 5o we can proceead,
without an agrezrnent of coursz.

YR, COHEN: 1 thint ir 211 fairness, if the

Coemnissicn Jdetermines fthere wlll bs no further guestlcning,

and th=z others nay ge 2hsad, we will tear in mind you
11 gshould not be left behind.

f
15 MR, DOYLE+ Thank you.

HR. FROY: !May I hang you For Fnur reeoxrd ihe

L L]
&

17 letier frcm the Assoclation of Stock t:nange froa ths
18 Cashiers Division, against the duplicaticon of 4.D.R.'s.

19 "MR. COMEN: Thank you.

-
F
)
i
W l-"iﬂ.

" 20 MR. BROWNELL: }ay I make & final statement for
= .

i the record I spake 1iith Mpr. Moxley. He B&ys the letter

e L)

L A Ty

‘;.-%gl.
2

- T T
e 23 ek
' 22 gddressad to the Seﬂurities and Exchanz& Conissinn, Ve
,ﬁ. LAl
{- 1‘ a-'
25| will turn over to you, an organ Guarantee Trust Gcﬂuany

24 of New Ybrkihave no objection to your givinglit to any

Bl nf the banka or others kere apgearing, if you Bo de

sios,
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1 ulnt to olear that wp before we close.
IIR. COHZN: Well, I take it Morgan ﬂmranten

- has no nh}ection to your readinz ths Iettﬂrﬁggit £z a mAlter

| of diaclozure of the name ? ) gffm-f'ﬁ

MR. BRCUMLL: Ve have no ohjﬁctidﬁitu your doiaz
it B0 long as you do it. | -

MR. COIEN: Well, wou don't have enough coples
to go arod today?

. MR. BRDHHELL;.i an =orry. I -have not,

R. COHEH: You leave that with me. I will nake
sultable erransenients i that aeens-to be the a2pprorriats
thing to do.
| MR, CLRR: Thanli you very ﬁuch.:

MR, COMENM: Thank zou for carihg, gent eI,
and we will invite you down ag2ln.

{Wnereupon, at 3:25 o'clock, P.li., the conferesnge

was adjourrned, sine die.)

- L L L T TR s i o R e e
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