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From . Pdwuond P. Sheslin, &ttorazy
Subieck 1 The Ieglslstive and edoinistretive history of

the atetus of foreign seceritles under The reporiing,
registration, prowxy and ineidetr trading pro-
#leionz of the Securities Exchange At
I Intzoduetion
tc part of the penersl atudy of this Diwiaion presently belog
conducted to implement The Securities act Mamengmentes af 1964 with
respect fo thes atatus of foreipn 1ssuer5.under Seution 13 gl of the
Securities Exchompe Act end the promulgeticn of rules and farme govern-
ing the se:urifies of such ispuerc end the penersl review uf Rule 3alz-3
.ﬂnd the rules aod [orma governing roreipgs lssuers under Secilon 12(n
of the Act, this memsrendum {5 intanded tofrste in detsil the lepls-
lstive hizgtory and comnission sction underidkaen wiih r2epect to the
decurities of [oreign governments and private foyesign corporstions
listed end tradad on the stacl exchanpss
The legislative history hea been treced by & review of tha bazie
gtudien which were the preambls Lo the pessage of the Securities Ea-
chenge fAct {i.e. the Reper Cammlitbee report, the Pecere lovestlpastion,

and the Twentisth Cantury Funid stwodv} as well as ¢ detsiled arody.of



the &rilTa . oogeossiofsl secowd sreiieble, Arcluging the Bepate and
Mewne hedcinp cad o raperte, the fioor debates, the warious ®illa ia-
tvaddioeg, the commdltten priwts and drafls,. and the dyefts and papers
o wowmz of the faditidvgle woriing with Br Landis whe st tha veguesc
of Jenator Fletrher (Chairman of the Sonnbe Banking snd Curvency
Corrnitiee) prepsred ladcial and intevim drofts of this lzagisistion
The major portion of the menovandun concarns the history of
Commizgion scilun teken and the veascning bebind tho various rules
srg foeme Affecting forsipn listes ssourities es oyesently In efbmet
Vor putrpessz of ciarity, this peci hed besh divided 1000 Separate F9777
cowEning Uit reciedrebion, 234 Buln Zall-d. T3 pomual Ropovhe and

peTindly vanoviz. The mtuyces fhecked include ell comedzsion

minatzg arnd pepe sy 511 srandssion files gwailavle odne

corasd wibh toe pwles ond forms adopted o; preparsd in gonnsstion
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ik tles . Khe gendval filos coseving Rhe twe @major

=with Earsipn ga-

atoch gxchanges; the genegral files cvveping Toralgn sequribisg;
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maseellanesus sines files suppesbzd 9y the reeszds svd Bervice prie-
voanalt legsl pericdicela und fenve: suszohoz of commission olficiala,
infernal maacrander of The divisfions sand aFficas of the Jommisgicn:

aug nevs papes cowssniz eonwernive Uhe dlizsasmslonz snd prameigatios

by tng Comwizricoe ¢f the rules god foums zovarcierg fopeign cacuvaiies.
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Theve vz teny gaps 0 She matevial. tha most zigmeiicent of

EER IO

Is =“he lagk of matarigl or mznscandum of Che Cosmissicue nargonnel oo

drafisd the swles and fovmes. Theee bave gither besn Lok 00 z2re &hhao
tiga alaplacwl Tw ooy zwont, Ehe soucses avslleble de peowlde a Fuazviy

civar pinture of the basie rzagong, faots and proeticel consideret.uns
given in cormacliod with Lhe rales sod Forms adootad.

in gonregctinn with the worfous {otma adopted, an dfem by doom
graluation hes not boen mede bBecaurz 0f Ihe Timz fector which hes
alrexdy pressalsd gome probisml); howewer, there is pusilatblae ansapa
soures material upen which fo fgke sach & stuody 1f i S5 consideres
{mportant The mnrealmportant itema and etntrovarsisi peinls are
covared in Lhis memorandam.

It shonld be noterd Thet Che sovrees gre almoet anticely daited

within *he ¥ivsk Chres years of the Cosmisglon = kistory. The lapss

of tims wrch the intendant changes in mackel cond iionn, custowg
of fitepais: pebite relations ithe Ldanlity and Cypes oF ipwssbovs

ath lpeuers. and politdical and soorcoie eouditiong, Laue w0

firanelsl pracniess tealer some 0T all of the sresiovas for Shesd cbties

end Lormp sehiech to rewlew ab (Yis fipe 1o goidician, che appllicecion

2f wuch of tha sessening smpleved a5 @ Dauis fov thees soica amd fuome

aaes queniivoable utility whsn spplied 2o moguriti=s cratzd e Tha -

cromntar, Wiel i Yhe mocoe pue
pase of vhis memcrandum ts feliual et Dracoriend ravher vDon onadviisad

A
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i1l Legislatiye Histooy

4.  Backsround

The Securitisa Exehaznpe Act of 1934 resulted from aeverzl studias
conducted more or Less simulcanecusly during 1923 and the beginning of
1934, P
Cnge of these studies was instigated st the requémt of Preaident
Roogavelt and was econducted by g committes sppalntad by Secretﬂfy of
Commerce Daniel C. Roper under the Chairmanship of John Dickerson and
included In its membership J. M Landlz. The repoert of this committee,
ealled the "Dickereon report" wes transmibfed te Conprees in Jenuary
1934, Although the fundamental racommendstions of the repori were
adapted Iin the Ezchange oct, it did not study the - Tea of forsipn
secerities. Howsver, since the repor! recomeended that the form snd
content of stock exchange rules governing metters such as listicg re-
quirementcs snd corporate reports ahould not ke set fovth In deteil bub
shotld ba left te bs prescribad by an adwlnistrative egency in sccordance
with bored atandards of the statute, it is of some probastive vwelue in
wiew of the limited extent of congresslonzl expression in the srza of
‘foreign securities. -

The most eatensive lfovestlgation wae conducted by the Senats Cummities
o Banking and Currency pursusnt to 5. Res B4, 72d Conpress and 5 %=s5 50

and 5. Pew 97, 73d Copgress <Se2 Senate Report MNo. 1455, 73d Cong, 2d Sere,

11934). Public hesrings begen Ln Aprll 1932 and were conducted on and
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The Cormission may meke such enremptions toe the regulationa
promuigated pursusnt to this Section as LY may deem neceEsaty in
order to sgwold an unredsonable Durden upon any class of iesuers
which nre not {pcorporated under the lawe of the Unlted States
or »f any Stete or Teriitory thereof gnd bave rheir principal
places of business in & forelpr countrcy.

The Conmmisaion mey make such exemptilon: Lo the regulstions
promulgated putsusnt to this Section &8 It may deem necessary
in order ta avold, upon any class of lassuera which are not
fncorporated under the lawe of rhe United States or of any
Stare or Territory therecf and have their principel placee
of businese tr 2 foreign country, &ny burdens which in the
opinian of the Commiseion or unveasonsble in view of the
condition in such foreign country.

The 1egislative files do not indicate why this provision was omitted
Erom the biil as initislly introduced,. Howaver, it is evident that the
staff drafing the bill wes aware of the poeslble necessity that some
‘procedure be made availahle to foreign Issuers of listed securities to

leseen the impact of the pending legislation.

A subsequent draft dated March 1, 1934, by Benjemin V. Cohen, one
of the persona working on this legislation at the raquest of Mr. Landis,
incivded the definition of "exempt sscurities” in the followlng menner:

The tearm "exeoptad sacurity or exempted eecuritiss" shall include
gecurltios which are direct oblipation of or obligaticon guarsnteed
&8 1o prineipal or interest by the United Statee and such other
securities a4 the Commissfon may by  such rules end regulations
as it deemg neceseary or appropriate in the public interast or
for the protection of investor exempt from the operstion of this
At or any part thereof either vpconditionally or upon apecifisd
terms and conditlens.

n March 19, 1934, Mr. Ravburn (ntroduced a substitute biil {H.R. 8720}
containing & similar provisian:
". . the term “exemptesd security" or "exempted securitfes"

should inciude securities which are direct obligations of or :
abligations guarsnteed as to principal or interest by the United States,

-
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such gecurities issued or puaranteed by corporatioms In which

the Nnited States has o divect of Indivect Intevert ss shall

be deeignated for exemption by rthe Secretszy of the Trsasury,

and such other securities gnd ifnaCruments a2 the Commizalon

may by tules apd reguiations eg I deems neceggsary or appropriate
in the public intexsast ar for the protection of investors, either
vncondttionally or upon epecifled rterme gnd conditione or foy
stated perioads, exempt from Lthe operatian of zny one or mocre
provisions of this Act which by their terms are ineppliceble

Ee sn “eKempted securlry’ or to “exempted securitiles'.

On Mareh 20, 1934, ir the hearings on the exchange esct bill which had
been in process for three weeke befove the fotse Intsvetolte snd Commerce
Compitiee, My, Thomas B. Corcovan, who with Hr. Benjamin ¥, Cohen and
cthars hed drefted the substivute bBill, wse aszhked o explsin the difforences
bztween the erigingl bill end che new bill, W¥With respeet to the definition
of Mexenpted securities* the following statements wers mace:

My, Mapee, My. Corcoran, 1 did met have gn opportunity to ook
at this Bill until we convened this wmotning, thet 1= the new draft

1 netice throushout this seption it speehs of lieted securities. and

glso "erher than exenpied securitiag".

¥r. Corecoran. 1 know what youw are thinking, sir. 15 you will
furn owvar tg _

————

Me. Mapas. That seewms ko say that on cxempted seccuriey 8 4
oregent opiigatlon of the United States Covernment and some of the
agencisz of fhe powerneent, “and such other sscurities and Lnsbro-
o0z as the Commiesdian mey by such Tules and reguistions us {t
deens pececsATry Or Spprapriste in the pubnlic dntspest op for the
protection of inwestora’.

Hr S¢ccaren.  And for speclfie zections <of che Aet, o far Lhe
whole act, as the Commission thereby lnsist,

Hi. Mapes. I was wonderinmg what you and the othem respansible
Loy the dvait had ip mind that wowld ifocliude How gznerel in Che
cigns of exempied securltiss Lo be, or how limited 1s it to beT

Lot
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cevesran bt o fsoaoh possiele ab Uheys loe, sip, oo teld
e oAl CipSens of BhCLwLLisn mp kgt grodes «ithin thos.

vt Dowmmzoslan woudld fipd iz

2 o edawpt The fafficuliy of sswespt-
fag -murkifies by elesees, air, 1 that st the presanc Cime Sheve fo
f0 CramEndcls o warTialy of grodatiops Within scoupities of oifferent
PR T ST L

T T " - N

Ar_ ¥epes. Do yoo Chink that the Commission wouid winlydae 220
securities of gll privablie corpoaratiaons fram Lthiz cowarntion wizga’

vr. Corgoven. 1 canmoi areser thet gquestien. fkit.  TheE plupElIes
af leaving the exespbion praviston as brosad a8 17 hAs bean lafi, ie
to lesws fhe mettzr to Che Commissicn Lo hengie 0 as neads deselap
in & wory flemible way, without Tring he Cowmiswslon’g hands by
toy many epeciflostions in the hiil. T cannot anewer the quastlon
FOoU mawe put €0 me, slr, 4f Lo what the accfon of che Commizsaion
would be in a8 pertdonlss emse, becauvde the antiun would e caternd g
by the spesifie cisowegiancss wnder vhizh the csee came oo Yone
Comarlueinn in good Ches

dr, Mapss. I am wonderiop i€ tho dezffeys of Lo il) thonaibk
thet those all ought to 9= exciuded.

. Tovesven, Wso He haw oe fecliop one ey o0 tha athes cuern
it osiv da mimply falt that tler only sele compliefz eExemilicn oo
coulg meke g6 the pregent bime wes inited Shates Soveremont.
2 iteresnlties sroge s the Cleuiblllty sno the workibiiloy
&t reguived, the Commission could mele such oiher amempebion
crhoza "

o

. HE‘E_DEEI'-'. Tow wopld fasqe the msbEsr entrpelis it the gz cevion
gf the Commizateon withoue: eoy yvard sticl fo meide 170

) Hr Corcotan,  UYe hove afwan bto opho verd stichk, sic, dia
THAiayIment SecuTiiien.
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Mr Corcoran tinterposingl. Ko
t4r. Mapes(continuing) on municipal honds?

Mr. Covcoran. MNo. This i2 a loop hole to let the Commiesian
give the pet 2uch lubrication as it needs to gvoid its spplication
to situations where its application is urnecessary in the publice
interest. (Howse Committee on Lonterstete end Foreipn Commerce,
Stock Exchenpe Repulation, Hearingas eon H.E. 7852 and H.F. 5720,
73d Cong. 2d Sess (1934) pp 684-686) :

Specliie mention of forefgn securities waos made only In a few places
during the course of the Senate and House hearings on the Stock exchange
bills and ip all casez the subject was brought forth by repressntatives
of the MNew York Stock amd Cucb emxchanpes, Generally, Che abservation was
wmade that Forelgn iczyete would be unwilling to repister their zecurities
under the act and thereby cauge Ameriecan investorg to lose the facilities
of tha exchange markets.

In the Senate hearings, Mz, Frank Altschul, Chairmpo of the Committes

on Stoeck List, New York Stock Exchange, teatified:

=2c 1 ghould point out that memy typee of Securities pre now
listed For which it would mppesar Chet under o citcumstances 1s it
likely that a registration statement would be filed. The remowval ,
from the list of these securitlea slready cutetanding in the hands
of investors under such g retrogctive law would, Iin many inatsnces,
aEfeet the interests of investors most unfavorgbly . . . it is
difficult to see why forelpn governments or foreien corporstions
which have {psued bonds o mpny yeers ago and which ‘have no
present need of the American Capltol market should apply for -
regisntration.

The amount of such gecurfties thet might bhe foreed vif the
iist through bthe operstion of the provision of this bill as row
drawn is, as you know, very conslderable (Senate Benking snd Curvency
Comritiee, Stock Exchenpe Practices, Hestings, 73 Cong. 24 Sess
{1934) Part 15 pp E6E3-84)

gamy Ty TARDILVN IH aY S0P TELEY



20
Mr. Corcoran {inteérpoeing). No
Mr. Mapesi{contipuing} on municlpal bonds?

Mr. Covcoran. No. This f2 a leop hole bo let the Comuission
give the gct auch lubricetion ee it reeds Lo avold its epplicetien
to situations where its epplicatign is unnecaessary In the publie
interest, f{(Hougze Committee oo Interstete end Forelgn Commerce.
stock Exchenge Repulstion, Hesrings on H.R. 7852 snd H.RE. 8720,
73d Cong. 24 Sess (1934) pp 684-636)

Specific mention of foreign securities was sade only in a faw places
during the course of the Senate ond House hearlegs on the Stock erchange
bills and in all cases the subject was brought forth by representativacz
of the Mew York Stock and Curb exchanges. Generally, the abservetion was
made CLhat Forelagn iszuers would be unwilling to yegister their sacuriiies
under tie act and theraby cause Amarican investors o loge the facilities

af the sxzchange markets.

In the Senate hearings, My. Frank Altschul, Chelrman of the Commliites
on Stock List, New York Stock Exchanpe, testified:

«:a 1 shouid point out thet many types aof Becurlties sre now
listed for which [t would sppear that under no ecircumstences is it
likely that z registration statement would be filed, The remowval
Erom the rist of these gecuritles already cutstanding in the hands
of investors under Buch s retroactive law would, in many instences,
asffecr the interests of investors moel unfavorably - . . ib 1g
difficulr to see why foreipgn povernments or fereiasn corporations
which hawe Lesued honds ko nmany yepts gpo and which have ne
present need of the Amerigan Coapitol market should apply for
repistration.

The amount of gueh gecurities that might be foreced off the
lipt throuph the cperstion of the provision eof this bill az now
drawn is, a5 yon know, very considerable (Senste Banking and Currency
Comrittee, Stock Exchanpe Frectices, Hesrings, 73d Cong. 2d Sess
L1934) Part 19 pp 6683-84)
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Mretiengili Do you think the Americen public 1s entitied
Cociile befter informatisn for ite protection than it haos had
fn o «FaTense to dealling in foreign bonde gnd sSoch®

¥ Grukb{PBremident Cutb Exchangel. Yell, we have pone inte
Vo ey thewoughly, snd T think yow will eee gt the botcoomr of
‘Lo wniigted, our reguivenents for wnllsted tyading, the poluts
. youw Bring wp wilh veference to the fovelgrn bonds and as-
cutiriey  thoge stocks, I helieve, gre all formally listed an all
Lirerzn cuohanges. '

My, Pattangiil Hell, 1 deo net wpni to interupt you fevthey
azeert [het vour argwreent i3 that yvew shoeuld de notking with reference
e [fored g stocks or bonde,  But my obserwvation io that the American
pubiie hae taken a suffictent burning in those matters, and ought
nol Lo have te sgain, and sre entitlad te s certaln smoupt of honest
irformation and protectionr which ought o be piven thes. 1 cennct
vicld to you on the peint thet they are nob ontitled to gny protection,

{llcuse HesTings, p 371

Ca Apral 2%, L0524, Mr. Fayburne introduced ancther sebatituie bili
i, R. 93237 end on April ¥7 submittfed the comritbess Tepori Tevommendiag
feBsage of tha bei]l (B R Rapr 1383, 73d Cong 2d Sesz). Seellon Sielllrd
of thls il was ldestieal Lo_Sectiﬂn MaX12} as evenlually paszed by

both buures aad eigned inte law. The commiftes ropoyl In commentlng of

Chils epction siated:

A large nuzbar of Lhe provisions in the ach suprassiy exclude
"evompled sefavities.” Thus the Coumiteicom i sble to remive from
fhpe opearation 8f ong or more of these provigions any securities as
£0 which {y deems them inappropriate. It may atfazh such cocnditions
25 it deems dexirable., The Commission may thernfore make approprisie
oxpmption for Lhe protectien af the nolderrs of defawlted cecorities
end Eoveipn secutities i1 fhe Jssuers rvrafure io tagister, 4. i7)

In commeniing gecerally on the diseretion lefr to the Commission, tha

Tepperl stated:

=INHEY TWHGLLYE #2 L QA IKIHa I
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o Tield whave prestices constantly very end vhere practiees
e op e for osome purposas may weil be turped o illepal
ctepinlont fmeane, breoaed disceretionary powsrg in the sdminiztra-
corancy Lave been found praciieally egsgential, despite tho
ez uf the Comnitres to limit the discrztlen of the administys-
speneicg Do for ae compatible withwodumdeiepiglotinn. {p &.77

FES

o

oL

e ﬁhrll 17, Sgnertor Fletcher Introduced a substibtute pill
15 4:0F ano on April 20 suboilted the committes report reopmmencing
puszaps uf The bill {Sen Rept Mo, ¥92, 73 Cong. 2d Sesz)l. Thig hill
cz teporied contalned Section 3{a)(1l3in farm identical te H.B. 9373,
ine repert conteins lenguape simllar te the house report dndicsiing the
Conmlsaions broad discretionary suthority to emxempt securities from
ore ot moxe provisiomsof the act snd Fo requite in reports only such
infotmatian as L@ neceesary or sppoopriate in the public iuterest or o
protect investors, but mekes no meution specificslly of foreign re-
curities {p, 9,18}

The bill wae debated by the House and smended in certein vespecisn hul
ay seferences or chenges vere made in connectlion with foreipn secuvitias.
Tha House passed the bill gn May &4,

In rhe Senate, sn smendment to Section 3{a){12} was Lntroguced by
Senabtor Flelchar ana the hill as pessad by the Senate on May 12 contesned
an addition to Section 3Lat{i2} which would kave included in the delinilion
of "exempted gecurities” the following catspory:

Jagurities which are direct chligatiomaof o Forelpn gowernment

snd which on the date of Che emsctwent af this sob ere listad con
zuv exchonge within or subiest to the juviadietion of the Lnited
Staces. ' '

AT YT TIHGILEN JHL 1w 3zniIEd I
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The followinn sxerpt from the congressional record describes the reapen~
ing for swch steadment snd a description of Semator Fietcher*s idea of
Comnissian latitude under Section 3%a)(L2):

My. Fiateher, Mr. Pregident, the amendment slimply
includes, in the List of exempted securities, on page 7,
oblipations of foreign povernmante which sre new ligted
an the erchanges of the UniZed Stategs. T Cthink that the
arendment is in Lhe interert of American bond holders. It
deas not apply to mev iggua=s at all, but to lasves now
listed and held by American bond holders. There le neo
wvay of getting the information requivred ae to thege
securifies 1f they pre not exesptad except by appiica-
tion to g foreign government. That mey bring on poma.
foeling and misunderstendicg. There i3 no way of com-
peliing them to furnigh the information, and therefore we
would not get it anyway. So I think the sdoption of the
amendment would be io the interest of American bond holdsre.
They will nat be obliged to go through ail this mschinery
in connection with the dieposition of such gsecurities which
they alresdy hold, but mey sell and digtribute them with-
ot giving informetion reguired of eother sacurity holders.

1 way add that this smendment 1s suggested by the State
bBepartment, which has recommended its adoption, 5S¢ 1 offer
tha amendment,

* * =® * *

Mr. Hostinge. 1 should like to imqulre whether, in
addirion to the group which the Senstor, as I undarstend
his smendoent, desires to exempt, mnother proup should not
bt exempted? My understending is that there are othar
securities thar heve been ligied on the stock sxchanges for
many years, 85 to which - 1 deo not inow whether the corporetion
heve gone out of existance or just what haa happensd - in
meny instances thersa are noe parsong left who can possibly
malke the reports that are necessary under this proposad act.
1 wonder if it hag been prought to the Sangtor's gitention
or wherher he hasa given any considerstion to it?

e, Fletcher. That 13 & matter the Commiesion will
have discretion to deal with as ecircumstancas may require.
That is a matter entirely with the Commisgion, ard 1 do not
think there will be any difficulty about {t at sll.

5 AT YeROLIVE JHL [9 UFEN00TdT
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Mr Hasstings. Is the Senstor sure that under this hill
the Comuiszsioa has thet right?

Mr Fleteher. Abselutely, there Ig no question aboub ft.
(Cungressionsl Reeard, 13d Cong, 2d Semm., Vol 78p B571)

In conrerence, thig forelpgn governmeob exemptlon was delatad but
nelther conference reoport sheds any light on the reeson for execluding
iv. TH.R. Rapt 1R3B, 734 Cong. 2d Sesk; Senate Document No. 1BS, 73d
Cong, 2d Sess.! Sectlon 3{al(12} a3 recomnended by the House and Senate
Comzlttes wes engcted Into the Exchange Act {Public Lew Mo. 291, 73¢ Cong,
?d Sees) and has vemsined incect o the present datelexcept far minor
revlsiona cantained L the Breton Woods Act and Inter-American Development
Actl,

E. Conciugions

From the deteiled examination made of the studies which formed thz
basic of the Buchanpa Act, the congresesiongl hesarinps conducted and
the cther legisiative history gvallable, it fs5 evident that the frsmers
of the Act were sware of the problems and gonflicta involved in the
regulstion of forelpgn egecurities listed or treded on the stock exchanpes.
The atnforcemant prnhleﬁs, the politieel implicationsz, and the eEfect of
loss of the exchange market on holders of foreign aecurities were considered
in the variaus hearings and veports. Howevwer, the Conpresa did not attempt
to make soy definite or concise etudy of cheza problems and it ia clear
that tha jepiglators made no decisions concerning the scatus of these
securities ynder the Act but rather left the responsibillty for study

of the problems invelved and the action e he Taken up to the complete

dlzcyretion of the Commizeion.
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e - e the status e foreisn secUviiien ad reiL
eus of o hau in =zmnheslized by the fact thet the confeven.e
COraL Lt ooprevision exsmplting ssruvitles of forelgn govern-
ZEnt ) oL «f with the orher areas of propoesd efgempt clagses of
P we etobas gtd sunicipal bonde, it is ewld=at thet the
T g © cawiged o hewe brosd suthority te declge wiieh course
Lo oo ov wzxsd zpiwd the soallicts dnvolwad in the foreign ares.

“er ey godon g handling of the probiem wiil! be the tonic of the

v taoow” Ihdis momersndem, Bt ols gppavent thabl Corgress has not bean

¢lwd o Sdeenl W Lite splubions of the Commisgion since there hins been oo

Jhact Lo Luvisa the steitube or Yo over rule the Commission pepuletions

B R

Tareval gttare of comment received In responee o the propos=zd

zretgimant of Hitle 3572-3 conounced in Balease A0-0%17 contended that 1t

i fot vhe ivang of Congraes in enoctling che =xXcharnge ach to Bucjoct

frralgn reghlstrants 6 the prowy orv insider treding repuistion snd that

T
—_

Admtnl et rative exelusion of foreipn countyisas Irom such previslon

wae in [s0t vonteeplated by Congress (Agoceiarion of the Bar of the Sty

i Hew Yorio, balkey, Aotie, Shaphaevd & €opies (Houstond, Solifwan & Cromwelid.

Trhe gsfiz of thege avpumenls zppesr to be the sssumpbion thet the l=gis-
and
lators recogiize the differences in corporele organizetiong/ praclices

betugan thiew countoy and otherg pg wael!l ez tiw ipgbilicy of thiz connbiy

i enfoyoe sueh provisiomne and the vndesizzebility of extending the woo

caprs of I8 corpmate prasiicss I0 compenizs vhese businegsgs operations

and ow2ess ato essaniially foveign  These levoors did nol cii
citsiion of smuchariiv for sech confention. Althoupgn

v Che Zpod fhar Soppr2ge Jid recogoire thess preobieps, 0 §a

Ll

1

- Sonoatla -
ims wa LAY

. 1 -
A TlART

Luat A0 wos interuies to profect ipavicen Lowssises L foveips Bmeosiilan

tm the groateat szxlent practicsble and thag ¢he Comafseion wes -
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Fé
IIL - Bapistvetion ef Forsipn Soruribiss

In its fElrst zetion fermnulsting ruies vnder the Socuritles Exchangs
AcE, the newly orgenized Comwzigsion indlosted that foreign povernments
and private foreign isewers would nob be oxeopbed freom 8l) tre vepula-
Lrsty prgvisinnﬁ of.the Ack.  Howewer, thoe Dummission did cecogaize the
enforecesent oroblews Lnvoived and in er effort Infepded wot To dizvupt
the market for the time belng provided that forslpgrn securities could he
temporscily reglstered under the aAct on gpplisstion of the Exchangs on

which the Zecurities wass traded. %ule JE-2, =depted Sugust 13, 1954

o

int Secutrities Exchangs Act Peleppe Ne. 1, pasmitiazd fovsian sovernmants

-

gnd palitical zubdivizion thevesf gnd forsipn corporstions the gecuriiics
of whiclh weove lizted on st éxeranpe at the time fhe Aet becsme affective
{gepnerally Qetober 1, 19340 to wave their securitiea Cemporarily regis-
tered, nobt on application af tha issver 3 lo tha cawe ol meost oChar

listed securities, Gulb oo application ob tne exchange. The relepse

gbsted thet Yihis prosisian . . . iz intendsd for tha orotectilon of
imvastors on such securibien rhe msvieet for which might be seriouzly
nifeeted unlasy veghistration Fecilicizs ware afifvorded thews nlasers of

zecuritdes’  The Maw Tork %iass of dAugusy 1%, 1948 JFYC-8) in reporting

the pleniton of ikis rule qooted Chatirman Retinedys

ogarding foveipn seeurities, Mo, denpedy sald that
bhe Thamwiesion was olsinalined te apnply sivrlat reguistions
1 Securivies vhieh “have no Tather or ofrther”. There
Tone, b oseid, csvar here fovelzn corporaticns did
N Hasv Lo cepesd 341t now rules, Aang ender o styic
Farvar, peteticn Ehiose weuid Leve bo he siziXken €rom the Lizts.

nt most ool thesr sre h2id by Amecicans sod they would

malfEnt, be sdded, V9o wa have previded a Tale wheiehh Fhe
GE SR maThdt Them To Tepiseer™,
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f.en though this rule indicated that the poliey of tha Commissicn

il DT ote obtolna permanent reglistration by the forsign lesueva in-

»ﬁLséu in the cﬁurse of tima, the rule vas well received. The tlew

vork Times fAugust 19, Part 11, p 7-2), in praisiug the rules allowing

Lre exﬁhange to register ststed that "In the case of foreign governments,

hawvever, £t is not generally expected that meny registratlon statementi

will be fortheoming, and that the initislive of the exchanges will ha

tequired".

Temporary registiretien wes to be gdeguakte until Juna 30, 1335 fhuie
JE-3} gnd the Llesuers gnd officers, directprs and lOE owners were ans=mpt
from the raporcing and insider trading rules during the period of fenpaovery
apcmption fRula JE3). By Septesber 22, 1934, the cui-off data for applicy-
tions under the rules (Ruje JE4), the Pew York Stock Exchange filed an
behial!{ of 5% foreign governments and 50 foreign private lswuers and Che
Curk exnchaoge filed on behalf of nine forzign privete lssuers. Thess
constitured the bulk of foveipgn securities listed. {¥ew Vork Timas,
Septembar 2. 1934, p 21-17.

1 regsect to American Depeositery Beceipes (A0R}, the Commission peo-
mitted registretion when fiied by the issver(that e, the dapusitor) or by
the exchange Minute Bock 1 p 30, September 2%, 19343,

Hith tha decisiorn that fovelipn issuers should be requirved to comply
tith the proviclon of Fhe Act to some procticgl extent appevently Eipm,
somz cogsidaretion 9f the nuwture and amount of information decired wze
givren 20t a0 cntli the eascly povt of 1939 waz any serious affors mads

Yo rezaluye these guegbiong (S¢e mema, Klineg o Burne, Sovemper 28, 19144
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discussing farelen gowerament bonda; and Commission MNinuteg of Daceabey 8,
1934, Bk 1, p 327, wvhere the repistration of forelgn securities was dis=
cugsed but action portponed).

The New York Stock Enchaﬁgﬁ urged that permenent registretion for
foreign Becurities be permitted without any sction on the part of the
issuers. In e Letter dated Jsnuary 28, 1935 (File %o, 12B=4) Mr. J.E.M.
Hoxgey, Executive Asplietant to the Committee on Stock List expressad the
gpinien that a grest nusher of companies for whick Etempoarsry repistratricn
had been mecured wanld permit theiy securities to beceme dellisted rather
then to fije epa epplication which would subjact them to gdditiomal obliga-
tion, 1In the example cited in hls lestter, My, Hoxsey felt that the comgany,
which wae in the process of repurchesing some of the bonds, war deglrous
of having the bonds delisted eince such sction would probably lower the
mathket price and engbla them ta repurchage at lower cost. Mr, Hoxsey
conceded that any exceptions which were made to issuers of Securities
temporarily registered need not be made to new tesues which would in the
future seek Lo be ligted and reglstered.

On Februarvy 7, 193G, Hercld Heff, Aegistant Ganerel Counsal ef the
Comtrigaion [later Director of the Bivision of RBules and Forms} and the
individual primatlly yerponeible For develeoping the rules and forms for
forelgn issuers, was f{nstructed by the Commiszslen to disecuss foreign
registtation with the State Department and the New York ZStock Exchange

(Mipute Bk I p 4307, Apparently the flrst ma)or decision in the foveign
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area concerned the diiferent tyesiment to be pegorded the securitles of
Wozth American aod Caribbean privzte corporations as opposed to goveron-
ment bonds angd eecorities of other than Morth Americen & Caritbean com-
panies. The regsons fap thig distinetion is set Forth in several places
in the files, In & proposed memorandum to the State Department deted
March 2%, 1935, Staff Agtnrney Canson Purcell stated:

It 18 felt thet the distinction iz Justified owlnz to the
wide dissimilarity betveen the lowe of incorperation, corporate
firenelal structures, corporate manegement znd genergl finaneisl
and accounting prectices sdopted and followed on the forth
fmerican continent end in the neighboring Caribbean countries
and those followed in other countries of the world, principslly
Eurapean and Sputh American countries and the Japanese Empire.

fr is felt that this divigion will impoee very alipht
hardshilp on Worth aAmericen and Caribkesn Corparetions, in as
rich 58 the only distinction maede in result would Be thaer
seventeen Caradisn, four Mexiesn and three Cuban corporstions
would be required to file aprlicetion for reglstration of
thelr bood lssuers on the Commisslion®s Form 10, while ninety
saven othay companies, principally Europesn, Socuth American
gnd Japaness, would have the initial choice between Forme 7
and 10, and would ulbtimetely be provided with s separate form
for repglscretion, the requiremente of which it is contemplated
will be less conprehensive then those af Form 10, though per-
hape more so then those of Form 7.

It & letter to the State Depprtment dated March 29, 1935 (File No.
135-1) Harold Neff cited the following re=sgons supporting the particuler
treatment of North American gnd Caribbean corporations:

- - promimity fo this eountry end the grester faellity
therefore in tha point of time of furnighing the required in-
formazion, the faet that theae corporarions in genersl have
corporabe atnd accounting prattices thet more nearly accord
wich Americen preetices then those of other eountries, and
particularly as to Canada the {fact that the besic law
governlng corporabtione ic fdentical with our awn. As to
Cangda elen, there ig the further congideration of the
continental inter-flow of capital and sther business re-
tacions, so that it i1s berdly possible o treat Canadian
corporations diffevent Erom our own.
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s lengiion of the begis Tov chis flstinclhlior sax

PR ©oonow tebies Leom Cheivesn Douglazs Lo g Usnesisn
o S ARB, Fliw do. 135-6, dzafted by Y. weff). Tha

g tentey follows

2 rgrsigd thet the Lommission reconsider the determine-

JIoiomnlu o madae, o Chne end Lhab Cansdian orlvecs zeuscs be
- o7 Lng samE mRewr BB Ehe igsuers of non-Norvth Aserican

i The Commissdion hes savefully ceonsidersd wous YOl R L
cwothgb the relatlonk should ramein ag Jhey prageuily stond.

cting dhae determingtion, the Conmission hes Coken into
Sk pbica noit gnly the faciors which osiginaily aperated hat
ooLee wpgerienc= which £t hes haed with the wvulsz In cusgiion.
Getd heen iT tperrLion for approxismatcly Cour weprs and
cyow suberience paimed guring that pericsd of time sppests To jugir iy

TR BRiginal UrosUmEit

o . "

vhaom you wunid ke te hgve zlateq
ied the Commigsion in che congiusion
e gummaghes Lham L o8 hrislk and

L ooccuvwverd Lo me Phgin opa
Tt caezideigtions welch s
Abarun mETiioreg T ozhall ory

snraviral mMERTET .

Lpon e adoprior of-ithe Seouritigs Lrxechange Azt tha Com
wigatcn was confrontad with the fesk of fixipg/dils and zegulabiah
che Information to he {urnished conserning the varions isgues on the
sewgral Zechritles euchsnges. The Act ppacilisd Lhat che Gommiesioo
shenld hawe powsr o clgeziiy The igasuers ang wibiiln the gevoval
cisbsilicigtlons Lo detsrmine toe vespeclive informatipn te be
Furmizhed. The gim of the legiclatricn end the reguletions encpiad
vek Lo Chbalin goeh selarration 22 would afd the Lwiesfor to
ietarizine whezbher Lo buy o to sell a8 secuciiy, and, ac tha seme
Jima, would be withie fhr pearanzblie posztillity of the lgioe- o

mw

£
LI
Foraish .

noeraszaflearvion of iesuers wrs raquisite Jue o the diversiiy
of ondeviving investwent {scbls gonczrniop Rhe seversl calegbrison.
Indead, this ¢lassificetion was zarvisd 5% to domestis iasuars,
co the point af having twelve distdnct vsgulations, wach with
varyloe provisrons.  Por erampila, relirccsd ceomogniac. ingurance
=2, dLoveRlnent conpenies, sng oomganr’as astectly Tadigscd ooo

L2l regulatians sreliagnie fa Fhem Lo ciaw of the
1
x 1

L] DS R
b =5

ryEravity erizting febwmees Uhor

s ohd MR memss
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st ihe came of the enktry into effect of the atatute thers
vea liuzec on the severnl excheanges a large amount of sccurities
of foreipn private issuers. These issuers were aof countries
in al! parts of the world; for example, China, Japan, Argentina
and Garwzny  They comprised mortpape companles, vallrosd com-
penice public wzllity compenies -~ indeed, the whole gamut of
private encerprise The Commigslon ceme to the conclusion thet
the genarael cstegory-of foreipgn dlesuers should be in principle
divided tnto two clasgses, those in North America and Cuba snd
those in the reat of the world. A% te the first cstegory there
ware nade applicable the segome reqguirements and classificationsm
as in ihe case of domestlic issuers, while as teo the rest spacial
forms were adopted. The considerations leading to thie treat-
mant ware s seb Forth below.

In cthe firgt plece, the diatinetion was baaed upon what

| "ware conceived to be very important differances in fundamental

econonic relationships. 1 need not dizecues in detail the natuyre
gnd extent of the commercial relationships emohig the countries
on the North Americsan continept, esxcept to note that they are

uf course, move eutengive and more imporrent than the relation-

- - shins 0f the United Statss to the other foraian countries. One

gignifigcant consequaence ie g very subgtential commingling and
interchange of trede end ceapital among rhese countries, Agalin,
the United Stated cepitel markst for the sesuvities of North
american igsuere was found to be of g different nature from the
market for securities of other forelpn private isauers as a class.
Our eurvey indicates in that rvegavd, for example, that as to the
listed rtock of foreipn Morth American fsouers the Unlted Stakes
markel tends to be a more active and primary one, vhile gg to
those of other foreign issuers, a Secondary ome. Thig {t supported
by the fact thet the relative volume of trading on United States
grchongea in the stock of North Americean issuers is wery much
greater than the trading im the stock of issuers of other foreipn
COmpeTHias .

Of great significence alsn is the degree of simlisrity_in
accounting methods and business practices and techniques whieh
TAE developed over the long period of commeccial intercourse
betwaean the United Stetes and the other North smerican countries
and Cuba. TIn wview of this similarity, the raguirements spplicable
Lo domgetic issuvers heve proved simost egually appropriste for the
North American lssuers shd 0o precticel difficuities of any con-
Bequence have resulted from the spplicetion of a gingle sct of
rizgquiremsnts for gll North Americen companics. Moreover, Lo
the extent that business practices differ, rthe territorisl
juxtapeoeition of the countries and the consequert femiliarity
of the warlous lsaverc with ocur language and practices have
enabled them to prasent financisl statements snd athar dasta in
a form similar to that required of domestic lasuers.
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i Lm o At wes feli thet the sppiication of

those . . c.oameuwr La non-Hovin ameriesn issuers could
sroarL.s . aifieultles of very eonkidereile magnitude.
Hotof-: - oe. czew subatantigl differances smong the menbets
of Tl <o chp oresent, &% g elass, cerkain commen problems,

= Worth Ammzivas issuers, moar of the other
22 & group, differ in codgidevable deEc&h Erom
_ aars TH FHETY Business Drﬂct1c&3 angd &ctGUHtlng pro-
codus - hsb the uee of the forms spproprlste for domestic
co 7o Unrih Amarican cowpanies would present serious diffi.
Priwi oot plicartion and interpretstion. Furthermare, ag o
ﬂ:ze# irn other than Morth Amerlcsan ecountrios, the
;ogitinn of tha country in whiech the izsuer does it
aog prayed & very nweh move fmportant rele, gensarslly
“lian iy the case of North paevican issuers. Indeed,
pranbically =il of the defgults which have oeccutved
rmav clese have been due to trenzfer difficulties
eschange restrictions; for example, the millions
ssuad by Garwsn privete igssuerg, In conseguence, it
wey Lalb Lhat this calss of isevers =hould be trested in g
sannas alciinef from that of the issvers as ta which: as a cless.
the payrticuiay problem of transfer did not ssem to he prasent
iw ozach an powuie depres For this vesfon specisl items velating
te the trensfer problem were introduced in tha forme for non-
iwrgth: Amerarcan issuevs. and the conversion iatc dollars of the
2egunis shoun in the finenciesl prLptements was prshibited.

1 -
1
H

'

1

Cypevience hes demenstrated that rtbe classification. in
Question is reagongbly justiiied. A3 o Norih Awmericen lssuers
wheye hza been no difficulty in meeting vhe recuirsments and
the information [wrnished bhes been pertinent snd neressary
fov investmant  anelysies. It would seem gicce the lssuers
uf Canada, rFexice, Cubs sna the other Worth smericsn countries
gre placed in the same positior 53 our own domestlc fesuers,
that there is no discrimination ageinst Them, even though -
becassa of the rransfar probiem end cther such factors leaders
of countyiss more temete sye sekad to meet other reguiremsnls
drgwn in view of the particular clvcumstsness of the catepory
inrvalved. There must be likewige taken into considaration
that {allura %o have the cams vejuirements for foreign Morth
american issuers a5 for suv fwn domestic omes mlght Cesuse our
natienals o incerporate in thoze ssuntvies for Che puransa
af evagion  Tals cvnsldaratlon of couvsa doss nob play i liks
degfree £GT ubher couptvies borause of fLhe difficuibies of much
lavorporation sriging fvom Che diatance end other factors of a
Elmilar natius=s :

rel
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EPRCOUGED AT THE haTINAL AACHNES
B

e

T

I hope you will agree thet the showve considexations show that
the Cormrission, in 1LE requiremsntes, is seeking soiely to perfomm
ies ducy of obtalning for the Americen investor ihe information
requisite for the several enlegories of issvars in thel ipght of
theiy respective cifrumebances,

On #pril &, 1935, the Commission emendesd Forw 10 [Rel 34-133) to
provide that corpovate bonds g wali ge stocks of North American and
Cuban L55UETRE were tegulted to use Ehis form. In 1ts Class B Reolesse,
il wgs stgted.

It is the opiniow of the Comniaslon that the repistration
ragquirements for Cuban and other North American corporgtions who
gaek registretion on American exchanges oughr to be similar to
those doverning domeatic corporationg, The lerge and contilinued
interflow of bugsiness batween the United States and its neipghboring
countries mekes uniformlty of reglstration teculrements desiresble.
There ia sufficient simitarity Letwesn the corporste and accounting
practices of the United States end those of other Werth Amerizan
countries to meke unlfosm rvegistretlion requivements practicable.
Furthermove, corporationsin these neiphboring countrie=s are cloge
enaugh [o ihe United States bto make the Eiling af the requirted
information fessible within the reguired tima.

The releass alse stated thst foems feor the repistration of the cor-
perate bsnke of issuers ie other parts of the world were in prepsration snd
that ample time would be yranied for the filing of statements .

A drafr of Form 1B for permenent registration of forelgn government
boende wae prepered and oo Aprll 23, 1935 Lt was aeﬁt to the exchanges
and ether interested parties. With sewveral esecesptions which will be
discussed below, this draft was substantially the same gs Form 1A ss
in effact today. The Wew York Stock Exchanga, on veceipt of the E;aa
pased farm, agaln insisted thet snything but the most simple form
wauld drive the listed foreign government bonds off the exchange and
puggested that apy detalled registration form should be reserved for
Future listings. The pertinent past of & letter from Mr. Hoxsey Co

Judge Puvng dated April 25, 1933 follows:



ror
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EPROBIEED 11T WATIONAL AREHTIES

T

Congidered a6 a form for the reglstratiocn of Future
ispeuer not now temporarily registered, 1 think that this
ie admirable, although 1 am making & Few minor sugges-
tiong which it appests to me will lmprove 1t somewhat.
Congldared 2z 2 form Eor the permanent registration of
securities of foreign govermments end political sub-
divisions, I fear that it would go far towerd pre-
venting the registration of such sacurities, and thek
the informacion desited is not necesdary and csn be
supplied as of a comparatively recent date almestc in
its entiraty from statistical manuals by the exchanges

1 thexefore urpe Mr. Neff to confine the reguire-
ments for permanent registretion of exlsting registered
securlties to the name of the registrant, the titie af
pach issue registered, and & statement for each fgszue,
outiining briefly the provisions of any lav, decree or other
edministrative acte by wvirtue of which the mecurity is
aot being serviced according to itz origlnal terms, to-
gaether with two Exhibits "BY and "D", of the drsft sent
G .

While 1 am sending this to Mr. Heff as & drsfteman
of the foem, whose duty, I essume, is to follow instruc-
tions ae to getting oub BEowe Form Eor thig purpose, 1
feel that to you, ps Generel Coungel of the Comeission,

1 may ralse a gquary es to whether any repistretion
gpplication or registration statement is really essential
for securities of this claess which are already listed

and registered. HNo new iasues of such seruritiss have,
to the best of my knowledge and beldef, teen listed in a
lopg time. The securltiesa which are out ave seasoned and
may be asoumed to bewe foumd their level For the cime
belng in relatlon ot other securities. Foreign govera-
ments, states agd mnlecipalitice move very slowly, ond it
would gesn o we that unleps there be some ibtent in the
law which I have et apprehended, wothing will be lost by
conjidering thepr as exeompi.

if there io some rescom why this should mot be done, then
I urge the scceprance of ths suggestion that tha form of the
reglatretion application be a3 siwple as ig consi{stemt wich the
lenguage of zeglstration as sot forth iz the epenipg ssntence of
Section 12(5} [

1 presvme the Comoigeilen hos In misd that, in any avent,
it wilil be necessary te give exemptlon for a mumbcr of montho
to securities of this type, to svold having go off the beard
afimply boeavge the issuvera can pot agb f25t emsugh.
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EPRUOUCED AT THE MATIOHA, AR EHIVES -gge
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slehough Mr. Neff in respopsze indiested that a feowm (or new
iistinpiwould be cousidarzd, thia was asver deme {leiter Apvid 26, 1935,
File Ho. 135-1}. Mr. Hoxaey 'z Buggestizn for 2 fore fox new lisiinge
o substontisdly the smne a2 the Fxecheages requisoment for listing
applicariems, and it i3 loteseeting to nobe thai Form 15 as drafted gud
adepred did aer reguice 9 much lafomstion ac the New Yerk Steck

Exshsmge 1listimg appliceticn as then in cffeet:

COEEHITIRE O STICR LEST
NEW YORE STOCK EXCRANGE

Febzuvary 2, 1925,
FOREICK COVERNCENT BOADS

PDots required in additise by Bepuizr Requirsments in crnuection with
propaegd Listings.

1 {a) Stskepment of debi, intarpsl and external, apd curvency
In which i¢ is to be peid; statement uf external
debt to be cumputed in dollars,
{b) Ceatingent avd 2¢tual liabilities, znd priorvicy.
{¢) Ravenue o zssets pledged, Lf amy, under present
and other lomne, and natuvre nf sdminintration.
{d) Summmzry of such sevanue raceipts amd incose frem
such adsete for precedlne five yeare,
stated ip dallare, 1f svailabkle,
{2} Status of the law wnder which said revenue or aszets sre pledged.

2 Past debb vecord with respect &o:
{a} Defaults;
ib} Sealing dewn interasi paywencs;
{e} Suspendiag, siokicg fund peymenia.

3 Yhsre Listed.

4 Qurrercy in which iaterget and prinelpal are ko be paid,

kn

Tex 1iabilicy 20d axenptien,

& Staterent of govermmental ilncome anc expeaditure for whalb-
ever getount in the precsding flve rosre.
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i Stataeant gf the smeme reguileed, iz dellars, Lo eeet fovsiga
lotayest qlarges in eochk of The Five prededing yeave.

B Egatement in teges Of welfhi snd doliascs (edaverindd af
merchendise iBeorta dud zwpaThs io sech oL Ehe pres
cedlng Tive vears,

2 Heatement of zenveuenis, if any, wich Tesoeeh Yo foraeni
af princineal sod iviterszt of hopdsz dependsnrn uptu seave
a: Feace or Yer sed mariso=liiy of baldar,

A o yzeuli of cispangs weeelvod o tho dyeft of Fows 18, vevisin
thagger warte swade o E@llaws:

1. Iastesecisn & waa addod o peomic :ﬁasalidateé firanaoial infor-
meatien vhere soaveral soliposs exider.

Z2, Insvrvetion 5 was addad perniziing informaifos &8 of the larast
sfecal yegr avmilable pathey than g stvict requizensat for flefsvravion as
to the lastr ficcal vwosre.

3. Iten 5{b) wms added wegeiriag the besis for determiombion of
carrensy convarsian enere the bepds comid be peid o sprigmal currencles.

d. Tiem 3L} wos added vegulring a atitopeme of dafeuits ather
thes by law, desres op adumludsrvesive senion,

3. ltem 3{gl wos added roguiring o buief fukiios af the terme
of any puaraatec.

6. Tiem 1l vas omdl fled fo xequlcss the velzhit of fmpuris and
erparits imly when availskbla.

Fooes L8 was adopked <o Jly 3, 192% dn Eelapee 34205 bul the
gelessr did acl gaoizin day elesuasiss oFf the f33w, =iy g brief {].Ellalﬁﬁ',_ﬁtimn
e Forme has baca spended gu @we qosasisns. U8 Sspicedazr 2R, 1335 aftev

i3 beeswe suident thoal s ogoverimanisl body o political

2 shaivisinn wvas

saeTi@sn wery Alfllaelt o discinguislh Troe ather publis sarzorsniood,
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ghe Fowm wos emeoded o permht thease replgivpenis whigse sralue AR pob
clemr the opiios ta file on Foue 15 or Faim 28, The release 134 379,
Cleps D) SEAkBE:

The mepdment oo Sound Lo bw nEvSDssry hetaiizs oF Bho

senpler altuations presecied wadew voriows Zascipgn laan,

Ia geyicinu instances A iz SLfFlenls ta detsiadng weozhar

# parficular i2ener fa or iz not 2 poligle nd oubdivieies,

Te ebvispe Chat difficuliy rush Ipeuers Are given the wptiom

£t §ilm o Fons 21,
1t wa3 srended o 1044 bo povelit the incoeperatlen of & Fewuriclez et
yr&apﬁgtus.ia ileu of the wegulovly roguired Lissm (¥eleaze 34-3538,
InpeTucsion 73,

The veyuirewent for pesiengni replisiration fow all foreiga recarlilen
repmoraTily vepisiteved fexeoopt those of torih Amerioce or uban private
TRt 2 lans ) war deiayed uptil fpczmhaz $1t 1535 i@ vieoor of che delaps
antlcipated ipn prorulgsting tke foras and the tfme regoired fo propace
regieiration evzizmealy {(Relagde 42721, May ¢, 1_935‘,:1_.

I} detgiieﬁ apalyeis of the itecs of Poems 1%, 260 end 21 oppoare to
be iepossikle Lheveause of the abeente of infonwabisn ie bhe filem. Mralfrs
af Cheae formme were @afz in April and sgein ip Junc of 1053, and it s
indieated that substaniial chanpges froeo the dralte sre sonreined fn the
Forma s% a2depied, Horover, ooplos of shepe eovly diufen comwet be lasnsted.
A pmiver 8§ letiers of Gomanni gve esnralesd e Pliz Bo. 128-310 bot thew
ae CiEFioulr to docigbar, Thase Forvcd e2e famptod om July 13, 1935
in Beledgns 34323, 30=024 swd 36-385, sagpoctivelw.  Yhe epubieed Ciass §
welanse L0 descriring Fhe dmparfoar foonuves of $he fooen pocad:

in easzarar ooz besn ande Do adaey the requivogents fer

domcyile ipsuors i Ihe peduilar olrenmslEndes ol Ipreim
lazgueys., In view of the dizpavisy berwssa rhe laws 204
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praccicer =uwlatiag in the seversi covnizise L wds Lesosedly
tg lotreduce greek flaxibillcy i the Teguirswenid.

In swder ©p abiair gpoecksr sinpiicicy, sepilate inrme

boge peep ssbablilished For Lioseds ongé shanes.

v the fore fav baads, Lhe izsvev s aszzd o pive.,
rrong HLlasy ratrere: 2 brealsdrwsn of funded debr; o dee
seripticen of ¢tha semurity o be rezistored gimilay o ¢
raquirad by Foep 14 & cfetewnznr a2 to wheilhsr sumy axchange
erarrel haa hesn estshbliskad im the {sever’s couwntey, apd
& Belef cutline of sey lav oy decreo detarmining the oxteny
o which the secuTliyv moy be sexviced. As o [icameial ztate-
zwoafs, tie Lgsuer l1a ashed to furaleh, in additicn to ico omm
gratsmembs those fot signiflicagos subsldicrles,

The fovy for dseviagm Cetplficptss 1s sieilar in cortain
regpecie to Che forwm 97 Yoolug Tradk Geptiiiepten. It ds
divided inio &wo paris: ode, emosrning the Amovican dermii-
flesges: the otbkey, She underiyiog ascuriiias.

The Ffeorme s nﬁigira Ly adopzed are still io elfeck. Yook 21 wae
smended fg metsd pravisuely o mske Lt optiomal feg cevtaln publlc cospoe-
parlenma, and Pecy 39 was gmendad in 1933 4 refer 6o $he pom-discinpuze
povisions of Sectism 240h33.

Hikh reppoer o thoe gemeral problern of regietration Iorps far
Eovalmm lpsuers, Hr. H2ff made the follerinvg vogsenes is g latew lawy roview
arcigle {Sem 31 Havwvard Iow Dewlews 1334, 136A}

The yezepal ¢loss of foreizn lzsuewe hovins geguri-
tles ligied atged zpary friomu bhe feaesiilc foepoewn, Theen
semaritdos coupriszd the bhouds =F f&reigp sovapmmanbs gad
velivical subdiviaioos, the oends of peismie corporate
Lssuzrs, zpd, o 2 wary suek wowe Mimized daggaeg shtvron
af carizii forelpn corpoTabisns. A plen:r medhey of che
bonds vere s defanli, iv pari Sesavss of the hueakedooo
af fogeips irade and vhe dnpbilicy of shisinine forei
exghanre:. Az ¢ wesale & fewm wes fresoed fov faredps
grvermnei:is and politloni subdivislors divepiad eogeuatis=)Er
te sbEnintay a elitoeent of che inteenal and zulernsd
funded 20 Fiwﬂ*}ﬂb Ipdabisdeess ~Ff Fhe veglscvant: 2
deeariyrion o Bhe resms of Sho soeprivy noeguoiered, anld
RO Xk =i g 18 C‘:ﬂtn‘l“l}""‘ Hai defacil thepesn apd ke feivs
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wnse Bl fon onerous,

T3PSt L3 govermeers bonds)h,

anc fostructed Efoate Dancrlaall voaressalaslivas ko maatise fhe mabi
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af any suksecdoal Sriangdsent; the zecalpts and empaadis
tuires el the resigtvank; tlie oolc dasue anc gold rosersres
of L1tg centzal bank of insvoe:; the impopts apd ehieroris of
the veglavrreal; and fhe bhalusee 6f isterprciopal poyaente.
Torr Lovnes wale adophed fer the securltiles » privsoe
famuers of counkrizs arbher (e fobs aod thaza an fhe
Veren dmprlons contilzedi. Baceune of the oversidicy effgot
ol phs transier problem. nemercus speeinl szevialons vers
ode and. in p2Pbicular, o efatasunk wes regulred as o
iy exchangs coengred in fhe fosuer’s coauntey Gpd 2o 0 ony
1w datertinlong she geizni oo eiich the seewriey mizhe be
pesriged, Fagter, the finoweinl szatspenss wers vegeived
co be stated ia Ehe apeerile foksign currency, Thau pioe-
vertipg fhe iilusicm of llsr traoniatiasn.

Afver the peblication of bis forwes. the Cammissden sel ghmuk

O July 17, 1933, {halren: Heavsdy wregs to the Seerecarmy of

fin parn} an fcilova:

er AL 1r heltieved ghat i wiow of tke instru=tizns eon-
rtained v the foru no Aifficuicies willl ha sucemntared 1in
i npe of bhe Seomia.

Forw 13 wes pubillohsd Joily 5, 1533, Such publlication
han reaulted, withmet doubi, Jn bringing cthe form io the
atksntlon of the respeckbive Issuers. Bowever, the Commissinon
Feoiests thak ele Poepaniseni of Steie trenomdf Shresgh diplieos
watiz chanuals o faveden poverosents whieh sre issusrr of
secuyicles woy an Yisfed, infsrustion 2o to the icsuawce sod
purpaee of the fo¥m. gnd ihra;m them that the Seeuriticn and
Euchenge Ocmmluclou would be vy beppy fo glve ary furtien
expinuati#us uwhlck miphe ba d&ﬁ{1+u i Depuve ©o 4Dy gLﬁstﬂvn
that wey stise comestolny tha registeving of the elaszez of
geeeriiias covered by dhe fomm, 2 bo dicouss wush guesilene
whth way replesedbablves of the {naterestad govertmeni.

In-emapsnee, Bhe Dtate Beparfumat Invearmded ke feide end zeplesn of

Eeanedy ' e latzer uu the diplemauie paprencalauives of hs conasiyier

Lo wor-

wioes the foveism locucys thet £1linyg was necessayy and that Fhe {orms

-

This was dene throuph the Popazhaent of Stace {wich
the Sroel Exshaszes fthzresugh fleccl zueuts)

and skatemants lm Lhe proeas that fne SEO wvewld fmalst open regliarpation.,

state

itvalvod

=1 with
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a vigw to eifering asziplance in ciavifying presaducer and velzy o Cha
Comriasian ' effer to digcuse oy poviicnlaze with fhe aowniries ioe
vajuad. fBer leiter Buguar %, 1933, Sintz o Kapmedy, File Ba, 13513
Hhe New Yerk Stgok dpebacge, s& e pricrieal exchange {23
foraion cocvritize, comtivoad fo inslsd 2har dscaipe iosustre wgeid
permit thelr securitles ¢ g9 oI *he lisg zokher thoe f1le 2 Tegiogma-
sien statement and fuggeried Tthat the formas be pescladed.,  the Exchonge
alen exmeessed iks wiew thet, partisuiariv as vo fovelgn grvernments, the
2rage Department, Taihar %thae ths Erchange. wee the prapsr auliarity e
trenesii ghe veaulrements Go Ehe fsreim Lpadvars {see latter dated July 16,
1935, Fiig Pio. 135=1). Tha Capeval Souneel pegpandsd oo those supgesCionn
in a lethey datzd July 23, 1935 zz follmes:
In accordagmes with oy premise, § laid hefovre the
Cenmizsina he points syphazdzed by you, Br. Jachoon apd
Er. Aliechul regavding & pu=gible oxemptlon of those
eeuritien, or, 1f 2n exwmpeisa ghould be dacemed pmwise
the pesaibility of the Ceamienion dealimp with the foxelimu
guversRenty Choough che Stafe Depaviment.
Aftter o careful cinsiderziioa, iY vaz the opinion of
the Corniseispn Ehat Torm 18, 2o pragestdy dreafied, be raz-
teloed 2od that the question @f reglstration be handled
i the esuxl way, vip. , through the stock exchanges end
. the Filacal agents.
Av T lndicased in my cueversatica, the Cowmiesion
Feels chat theve le ga great sileilheosd =of a substaprial
rumber of foreign dssuwexs {ailing to flle, Conseguenily,
ii bersger unneseleary Lo 2pYess Any opinion sm the thrae
courses of progedure milined in your commustrcatien.
To wiew af this, I asawss thal ghe 5tﬁ;k wrahanieas
wily take sppropriatbte slzgs Ea erge upom Lhe fovelgm
goverpments dizwveily ond cheoengih 2hely Flagal gpente ke
desizablilsy of registerving oo Porm i8.

Tae Exchauge wersisted {8¢e leffev Augast 2, A235 e Choirmcu Rennedyl

bux £o wo awveil.
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The press, io reporticg the prosaleatien =i the doerse {»% ferelge
ispuers, ivpaTently aided bthe Cmemission’s pesitiow.  On Juwly 21, 1935,
bhe Kaw York Timee {Part 13, . 3-4) arinzed = leogvhy columa-

Feorelga Izsve Dotg Demanded by SEL. CJerxmiusion
Tefuacs o aloer Exhepagive ety Form 18 [er Pepoapent
Jegletraliiso. Invesbeor Frolevtion Adm, Trading Privi-
lages will ke Farfeited vnlmss Heguiremenia wmet by

- Deoarhes .

A Five atticude bze baen tahes by the SEQ ageinet modl-
Flesgitn of Form (8 ., ...,
The pew fort ... calle for ifnfowvoakion concldosed sore
far reaching than that vileh hes bezg abtainsd by the

1 raguirements of fthe ¥ew York Stochk Zuchapge umder wihish
the securifies originzlly were permicted Iiatimpg. But
it was the SEC"s ludguest, afier heariog arpumonkt,. thet
the iaformziion seught eould and vhouid be furmished by
thmee types of Lsauera ko the bent Infefesis of the
fBericen LRUsaLiore.

IE s sppareri new thaf wery sound regony znst be
given if soy chenged are made. o o thils tlme, ae Car
as can be legroed, thers kos bess nn pretest by p ferelgn
pevernmenst chieetph khe State Lepartment ...

Aho guestion asked I6 the form sboue which interest
chieily centere i that vesuwiviag an accewnting of expenned
and wegelnts .... By seme it iz arpeued that thie question
ealls far detalls ghot 2oms govsroments woeld willingly
pubndt, but bo the detafling »f which sthees wizht object.
For dnsrouce | goouvld (he SEC sp lufefpret the geasimg ...
in might call for dieclosure as o oxpenditures for nawal
ermeiruction, purchages «f sims and gemmitfion snd wmikicavy
cublaye of 211 kinds,

The press agai? affovis soms Indication gf the asleilon gn zhig
‘prabian whdch the Cormlszisn®s filze lcave blaak, Ow Septowber i, 1935,
after amanuacing thai the tiwn fer filicg dorelpp regluolraiiaoe stotements
hmé hean furiier euxcendad be Hawvely 30, 1936 (pee Baiaage B 144353

fupnar 39, 19257, the #ew Yesk Tivres stoted L, 170
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While cogment 1 bedmpg withheld, the belicf in
govermsent and diplomatic circles now iz sald to be
chat zfeer a period of vegotistien which ={l1l fully
ioform fcrelzp intereets of the wequirseeais, mest
af the $5&,500, 000,000 in wonds of fnrelgn goveruseuts
aoG the political subdivizicus vhich are listed om the
atoek anchange will obtaia permanent repietratiom,

There ars several agpects Lo the sltuaticon from
trhe moint of view of the forelipgn intersste, one of Chem
o the effect that refusal o mest the scoditisns and
thus bring abeut delfsking of the bondas weuld have npon
the reception of mew issues which, eveatually, Lt i
beileved, will be marketed ia this ceuntry by seme of
the foreipn natiens.

Szock exchange members ... are anwigses Ehat every
opportunicy be given o the iszuers ¢e aegeliate and
eveatuelly seek yegistration,

The more gemaral belief in invesiment circles, it

i3 zaid, ilu that a forged delisting of any appreciable

apoant of the bemda, which would then ba thresm into thae

over-the-counter market, would vegult im eonsiderable

esufusion in trading of the securities, and possibly a

fall in the gueted pricea for scms of them, wiich woold

be adverse to the intersets of U. S. haiders.

The filee indlcate that several South Amevican countriesn did hwold
discussipds with the Cemmisaier and had decided te register, In addition,
the Hew York Steck Exchange cbamged iis approach and begsn to ecesperate, .
Firat by sending to fizcal agents of forelpgn povermments and subdivisions
& notice pertataing ta the replstrakinn requiresents and chen by acting
a8 a clearing houss of prshlen avess eacountered in response b9 inguirles
by prospective reglstrants. lts sctlvicies in chis arsa repuired im the
mediflication of Forms 1B awd 21 e accamodate certain public corporations

vhese status ga polivical subdivigicns waa uneertain, and later, on

Betober 23, 1315, to 2eud & further notlce ¢m fiscal agents delailing
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corcnin puehblas arpse encrunverad by sroaspoctive resisvrani: in aaseeriog
eorepdin ftems =8 fprm 18, The dongissic: pablished Thiz legisy £58 a
relesse (Re. 36-a3i). %% was dased upor geveral spaei¥is muestims pre-
septed by the exchonge aver the pevicd of a eevih oF oo 2od reflecta s
larpa mupunl of sacdession oo the por: of the Ceomisslem, even though

terasd a5 “intezpreistdans of the requirceents” glven selely for goidance,

-

The felease is set foath hers Ao ile entlvety.

SECORITIES EFEIHANCE ACT QF 1era
Yalesse ¥o, &G1

The Secuvities and Buchengs Lommicslion aoscsuteed today
that 1t has authorized tha Mew York Seoek Exchanga to drew
vpon sertain opinicus af the Genersl Coupeel o frume & loctax
of aidavse to be sonk to Flecal Agents of foreige governtentes
concerning vepistratlion of rpeir seenritvier wader the Sefuwi-
tizs Exchangs dct on Form 18. The purpupe % the letreoz s
o clogify cercadn {iome in ¢he ragistryavica form sa %0 wiigh
gaastlony had been vafsed,

Thz opinions, oo whick the letizer {8 based, consbiltuce
ey change in Che Teguirgvenie fav registratiss uf these
seeuritiss.  They were given by the Genersl Cpumsel solely
a5 guidance in Che ioterxpreteiion of the requirenents.

The text of tha letter asak ont by tha ey York Senclo
Epehengs do atthached.

o

Yo Plocal Agentes of FToreign Geoveronments
apd Poliricnl Dubrdiviaion: cheveof.

Conplesmen sy

On Zopiembex B3, 193% ws advimed you of ihe wegulronents
undar the Szeurities fxehange Jot of 19346 2w Ehy povoanent
cegletenc Lo of the grcsﬁﬂt i lhaked secorities af eks Sorsign
goversmoats sud pelislcal cupdivigisous for wats wou ast o
Finesl o2 Paylng Agent.

Slnze ihie cato gerfgls devpdled quaslizas wiih raipest
to e Fors 1€ zzgistretiew aCalzmest feve dosp rilsed b repres
seatavives of fprolimm zsuertmeets apd FPlsesl Apoepse. and Lava
besn saben Lp Oy the Sommiskse op Seuch Liok wigh the Sorgriciaz
and Huexsnge Denpdaolon.  The Cuoelfice feals thot L0 w31l be
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helpful to Develgn govermesnis and cbeiz Mocal sgends o be
inforoad of the views of the Compiselnon aud its cwmssl with
Feapent o thads watieres god fxeaceiisz €8 Juw bbhe follouiap:

£t} 'The Seeurities and Bxchanige Cusrdeclon hos ruled
that ip veplying fe ktexs 53(h) and & of Pepw 18 f: will not be
cecessary for the veglatrent o inclode lvs intergovernmeniss
indablednass in the Statrzent of Ixiermal Punded [abt of &
forsim poveroment.

_ €2} He have beer aghied wherher by £iling ife oppliestien for
persanpnr ragipivation, a foreipn govexumanl subjects itaeli to
Gegcion 13 of the Acr, apd 1f Bn, tc what exeeatr. This seciion
i ¢the one vhich empovere the Fecuriiles and Erchenge Camemisaian
o raguive peylodical snd other weporis fvom the lssuezrs of
gecnzifies regigtered em & national securliies suchange. Mo
rulaes have az vek beem iBsuwed by the Crmnlssien zs to the
inforsatfirm 2o Be 08 feqguiged foon Lnsuvers of eny <loss, and
coupsal o the Seroritles and Exchanoe Comaisgion refers na,
1a this cooneciion, to the oppllcability »f Bule JD2{c), whick
wes adepied by the Sonmioslion on Februasy 12, 1435, and which
iezds as fellaws:

"TE withia 30 days afrer fhe pubdlizatisn of
acy rule or raguletien which substeatizlly slters
er adde ko the shligarionn, er datgaces fpam the
righis, of a% lssver of 3 geaurity repietared pur-
guank £ Apeilentieom upder sectiom I1Z2{B) or {c},
or af f(¢o officers, dirsttovs or sscurity helders
ap of pevsias salfelting or glving amy presty oF
cpeent o autherigazion with respect to sued gecurity,
the issver shrll file with the Casnigsfon a reguest
fhat such repistration shall ewpize ang shall aceampany
such request wilth & writien explepation 2f the roasens
wiy the gublicapioe of auch rule r regulatiem leada
the isever to make such requesi, sueh reglstratrica
hall expive imEedisntely upon receipt of such reguest
or lzpediciely before such ruls or regulation becomes
effectiva, whichever dave 45 latew. 7Tha adeeunce of
an éupress reasTvatisn, in an aspliceilen for gegle-
cration, of the righis berein grantad shall oone be

cemed a wvaiver thereef."

{3} Atiemgion ie sc2llied to Instzuvekien 5 of Foem IR
vhich states ¢hatb where iufovmetion Wo asked oo nf the cloes
i the last floeal veay oed such iafosmsilow iz men et avetilcdle
far puch date, 1% may be furafshed a5 oF the ¢loee of the letead
Eilacal vopy For whish 4t in svadiable. Im this conmection the
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Capmiites ou Stgek Idak in adyised by ogumgal € the Securil-
tiea and Bxchanpe Casopdeslion 15, {a regard 2o eny ikem, the
aegkistics of fthe vegiabrsmi are plepaded oo the cealendew
yoar rather chew om the finzal vesr, vhe informscion mey
propaerly be givem as i such culendar year, inascuesh as the
Crrmienlon bae o imfention oo «all for elatistiies on = Lime
vasis difforent fzoe that previsuslv cmploypsd.

£4) The Cazmitter on Stovk Liax is gdvlged by counsel
o fhe Securitics end Enchanpe Goomsizzion that im Teply o
- Item 6, £ description “Uniced Statas Dellazs" lo satds-
factory where the text of the hond itself seates that they
are payable io Dandted Sietes gald dellaze,

{5} In conpeetisn with Item B of Fapem 18, the Cowmlibee
gu Sioek List Lo adevised by cowmsel o the Sequritiog aod
Bxchenge Comtdasiss that there are no regquirsmenis a8 2o the
mathades in vhich ¢he stetement of Becscless and Erpendituresn
1e zo be sot wp, =xtcpt that it is eched that they b= reasenably
iremized eond Rhat th: Pocelpts be ¢lassiiled by rerrss and The
bypenditures by purpose. All that 15 aphed ir Rhet a reasounbhle
sratement bes given 26 te the Incake and (wbpe of the parzicular
Taeginrrang, the sethod ta be followred ln the presomgzation of
this infoPeatiom to be detarsined by che metind which the
reglacrcank has pursved Ip keepimp ive gecounis. Xf there de
sa item of expangse 6r income which the goveruzant has apt
tovesied at bhoge for remasns of poiley, the detsil af cuch
i1tem need not be mede in the stacement [iled. Ta other woods,
the sosunt of bdreakdern requived La met such 33 ¢o esh for,

OT penstTate, matiers of confidencfasl State policy. IE the
statemeat in bread outline maskes 2 feasonablie presentutiem
of Inogre and Uprpe of The parficular paverpment, and plves
the gensral heads of pueh Income and Outgo, it wounld be
mifficient to mest the veguiresrenis aof the forwm,

Fours very truly,

Erxecutfive aAssiatant.

Althgugh these aetivibies vers cofcentrited spirv with wempect Lo
forelgnm govermnent 2nd subdivielen fesues, which wore the lorper percentege
gf foreign listed seeuyition, the effect cpparently coaxriad pyvaer to privats
geturificd. The Few Yook Timos reportad fie zeoctiso 2 foilmre [Cotober

24, 1935, p. 3523%:
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H21] Strset Dreps Fosgpof Vhalsaszale Delilsting of Fovalipn

Ronds.

The willingneas ef the 5BEC to medliy Lio position com-

cerning pavmanent Paeictoalon ... was made bneem yesgerday ...

The new znd less onoegus siand of the 5BC Ig yegsrded in

Hgll Street ss cemeving he threat of wvholeeale delistiag ...

it was believed thek pome might lef registratien

lppse in the hope of tepurebasing thelir obligatiomo &t

lower prices eace they wera drepped from the abech lieg,

" The ba%kgruund of RBule AN 17 {Bule 3al2-3}, pubiiched November 5,
1935, exempting forelgn iospers fyam the proxy and ineider treding pules,
wlll e the svbhlect of a soparate pare of this pemsrandvs. Whils soly .
2lighe evidetce fec candsined io fhe filzs to pubstantiete the fast chat
thia rule had a divect or significant offect oo he gventusl registratiﬂﬁ
of forelyn securities, i¥ can e prescmed thet Lts promlgerion was part
of the ¢verall barzaining sud give end fake precedure in the process of
obtaising & desirzsble reaclt im the foreign registration problem.

Thalwmmn Bepnedy, zfeer resipeing fvom the Commiseion, and while
on & vecaklos trip to Burape, discuased the regicbration requirenspts with
offfeiais of two counirles (Prapce and Onglard) and staced that he was
agsured hey would act favawvably {lew ¥ork Times, Seprember 21, 1935,

B 443 Wevegber 13, p. 33-4). It fp difficuit &o asaess the effect
this type =f mesting bad ou the eventsal repgicstratiso of securitles af
' those eguntries,

Although the reglsliaticn altsremonts were play ic befng flied

(Mo York Times, Jonwary 3b, 1935, p. 2%-4) and the rtimc for Eiling was

ferther srtonded £0 May 13 ©o fecosodefc issuers who indleared rhey wewo

prepating yeglsgration oiatemane: (Belense 14-~530, Mareh 20, 1938), =
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lsrgé perccotape «f Forsipn doRuers <J4d commlete mzpilcisablon. As of
Juge 30, 1934, the fodlowing zable iodiapiaes the ceoreifize cnd Ijsuers

repiezared {72d Arowal Qemewy, p. 262V

Sgoupirias Pasiscared Azcuers Lavelwad
Hamm 1h 1E2 BE
i Foum 18 13 i
Frrm 20 3 3
Form 21 92 35

Teizrty~three af 3& Fforelign sovernrentz apd 53 of a4 poalfitical subdivicious
bad filed (B0%). Toe poressisse of wriveie farelgn lasves jo oot clesre.
Howewver, 4he Mew York Times reporoed (Hay 16, 1935, ». 24~i; Mey 17, 1935,
I3 . 628) thaf 43 lgspues of 3¢ cocnivier Axd aampasies werse deliogred by
the Hew Yerk Steck Sxabonge and & issucys by the Qurs.  This would indicote
that 22 fovelzn privage cozpervatlons falled e liet thels securicles,

Sioce 58 lgsusrs Aid pegioter, this wenld brics thz grviasts copany peréen-

taga ta 38 of 88, or apevonimagely YOT.
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IV Luempiion from Sectisas 14 und 16

Forelgn securitier Lemporat!iv veglstersd oo apwlicatiomice ol kbe
exgchanges were =gempi fron the provisians of Seetlon L8 of tie Aot so
long o5 their tewporayy veplsivation wes o effact LRule JE 3, While
a0 provision was &ade exgapiing Dureign iesuvers from Seetinn 14, cle
prody rules when iiitlally adophed, were not applicable penerally until
affer
solleitation: fov meetings held fdanuncy 1, 1936 2ad &y that time Rule AN 13,
the fererunger of Bule 3al2-3 hat been sdopted (See Reloaxe Ma. 34-378)
The suggestion Lo execxpt foreipgn socurities from Sections 14 and 16
wac gpeprecsed by the lew York Stoeck Exchange on April 25, 19335 ia a letter
comtenting gehztally on bthe rsglstration and other pvovisione of the
Exchange &ct, In st;ting that IZoveizn lusuvers wiuld be reluctant en
reglster, My. Homeszy etabed: "LIT would aposar to me well at the Eime of
fgeuing any form foy e vepistration of the proesently repisteved forelgns
corporate bonds speciiliecally to exempt thew from the provisioons of Sections
L3, 1d ang 16 of the Art, emcepting, uvndes Section 13, to tequire the
Filing with the Cvamission ol duplicats copias of any statements filed
by agrazrent with the Ezehange or submibttsd to American securily bholders .V
A Furbher suggestion wes made in Moy Y9315 and then again in July,
While the fmymer lotter connot be located in the filas, the Jakter io
Chairman Kennedy from My, Hoxsey vecites the basie argumenis przsented
LFile Mo, 135-1, Julw 20, 1935}
Gn Moy 20tb, 1 wroke pou s lsptaer primerily shouel Hsrandz Mines,
Ltd.,, and cailing olteation £o tra fact that Fuavre seemed to be A
cerrain degree of sepir in the contenticn chet Litere l- o diswdvant-
age invalved to the carparaticns of o forelpn couqley im placing
thess uvnder the pperzticn af s laws of Lwo esatrtrices, Ie this

letter, | supgected cariain awwptions, or medificstior: of infaroation
o e Tequired undey Sectiss L28bri, and I note, in Faorms 30 apd 21
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for forelgn corporations, thet the suggestions mwade in regard to
these items heve substantially been adoptad, although it iz, nof
course, gqults likely that the Commissior hed these matters iz aind
bafore my latker gas writken,

in this Lztter, 1 sugpestad that the questism wipht be eoncidered
uf pranting exesptions to all forsipgn corpeoratlons From Secklon 14
and Erom Sectiosn 16 of the Act, and that any rulings mada In the
furture under Section 13 mipht give tonsideration Eo the differences
in practice in foreign ocountries,

Bule af 13, releaced July 13, 1935, epempted zecurities lgsued
by a ngtienal of a Eoreign North American esuntry or Cube from the
operation of Secticn l2{a) of the Acc until September 13th, and 1t
coccuts to we that this may have been done for the purpose of per-
nitbting Ffurther consideration of Che matter of granting permanent
exgmpltivns to foreign natlonals. from Sections 14 and 16 of the Act.

We hove today framed the letters to forelpn corpeoraticns, thelr
Fiseal Apents, Paylug Agents, Depositors, and Deposibaries, trans-
wmicting Forms 19, 24 and 21, It occurse to me that iF ir is, 1o fact,
the intention of the Commission to grant exemptione to Foraign
natfanals [rom the provislone of Sertion 14 snd 16 of the Act, it
would be very helpful if that action ¢ould be taken in time o transe
mit it bo our foreign listed corporations priv:s to thelr consideration
vf the act of replstration,

This is begause it geens likaly thet any tegulaticns which may
be issued under Sectlon 14 may conflitct with the lews of one or
more foreign couniries relevant thereto, thus placing registrants
in an imposeibie position, and 1t is scarcely concedvable that foreign
directors of forelpn corporatiens wmuld flle repaurts reguired by the
rules made under Section 16 because of the apparent lack of any effective
enforcensnt macchinayy. 1f this be true, the only report so filed
would be from such directors of foreign countries as might be American
citizens, and pariial reporia of thie sorh would be mislesdiog and
harmful, ratbetr than helpful,

L am, however, writing this istter primarily for the purpose
of suggesting the advisabcility of quick action op this metter, LE
any action at all Is ko be taken by the Commigsion, rather than for
the purpose of urging any more strongly then may be Pitting any
particular couree of action. The Commicssion is, of course, fully
advised as to all of the conditions Teeited, end I am slrply calling
them te atkention for conslderatior, rather than urging a particular
poliey,
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Judge Burmr repilad on July 26 iFile tio, 135-!):

Yaur lefter of July 25, 1935, (sic) with rsference ro “he
application o Sections 13; 14 =nd 16 of the Securitisc Dxenange
Adct to forelgn corparaticns, which was addressed to Mr, vennedy,
has been referred %o me fop eonsigsration,

Fhisz question is now under advizeuwent, bub, bacaure of
the legal complexitiss involved in Jdetermlnivg the extra-
territorial estent Eo whnich zevitein sectiops of the Exchange Act
should be applied. furtier d=lsy ic necesssty bafore 1 cam give
vou any dafinite informacion, I am woll susre of the prasticel
consfdarations which are liere precent and shall writs you more
fully in a few days glving my own views an the problem,

This correspondencs ocrcurred shortly asfter Forme L8 threugh 21 were
adopled and aft the time:the Commicgion was concarned whether or oot the
foreipn issuers wouwld eventuslly vegister. Judge Burns apparently
never wrate his full vievslﬂn the problem, ae promissad,

A further gnd wore explicit argument arnd ples was presented by
Mr, Hegxsey on Getobee 17, 1935 0 o leiter eddressed to Choirman Landisg

(File No. 135-4):

On May 20th I wyote to Mr, Kenoedy a ietter enclosiong s
copy of =5 letter Evom NORANDA MLNMNES LIMITEDL., Thiz letter soggestaed
vonslideration of exempting forelgn corporations in regard to cer-
tain sub-garagraphs of Section 1Z0bi{1} as to thelr vegictration
applieations, of exempting such corporations [rem Sections 314 and
16, and che consideration of nny ralings to bz msde pursuan® to
Section 13 as affecting such corporations.

The receipt of thic lekter was acknowledped by Mr. Kennedy
on May 27th, and on Hay 2%Eh Judpe Burns wrots thet the general
question of Eiiings by forelgn corpurations was under concl-dera-
tion and that there wouald be congideted in that regard the
guestion as Lo wheiber or ot {veedgn eorporetins, ineluding
Canadian ones, should Le esemptad from certaln Sectinmzs of the
Act,

When ¥Forms 1%, 20, sand 21 came nut, tetiain other suggestions
whigh were msde In oy leiter £ivst above referrsd to apusarsd to
have been edopted, but neibher in bthe Torms nor, “slsss 1a some
way L have missed it, in the Zules has tle quastion af sxenplion
ol foreign covporntions from Hecbioas 1% and !0 bess deall witn.
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On Juiy 23, 19353 | wrote ageis to Mr, Keaonsdy and Cslied his
attenelon Lo tihe sugpestion in teperd t9 exempiion of Ioreign
corporations fyom Section i4d and Gestion 16 of the Acih, arid nshed

im, in ¢e5e it was ip fa¢t the itntenticon f ehe Couarntssion o
grent exemoticns to ferelyr corporatle securities fvam the pro-
visions of Sestivns 14 and 16, to advise us =25 sooa gs wighe e
capvenlent, a5 Lt wewld he helpful in sl case Eo tranzmit
knowledge of suech azeiption fo [oreiga llsted corperatinns prisy
to thait considerntion of the set ol replateebion,

In these letters iU wons supgesied Lhal any repulabicas which
mignt be issved under Section [& wmignt eonflier wirh the progy
laws i ope or more farelprn countries, thus placing regicstrants
in er impossible position, and Ehat It we:s seavealy conegivehble
that Foreign offiecers, directors. aed LATRZ 2quiky stockholders
of forelgn corporatinone would £1le reporis vequived by Rules
made wmder Section 1o, becauze ol tho appavent btaeck of any effectlive
enforcement machimery.

Attention was furtlher ealied to the fact that if the abova
assumption as ko Saction 16 was porvect, the only veporks Tes
lating to Loveipn companies which would Le filed under the rules
made pursaant to Lthat secfion would be from such offlcers, direcrors
or stoplholders as might bs fmerican eltimenz, and thab partial
reports af this soit would be misleading and Rarmfal vather than
helpful,

Our cecotds do not shos that we have bad any veply as to the
questicn &f exgmpticp of [oreign earporations from Secbion 14 and
16, '

O July 23rd we addressed lekters!

ko lDepasitors undger Deposit AgTeemsnts under whieh
Amrrican Certificates against Forelpgn Issusc ara
liskad on the Mew York Stovk Zxchange:

to Anerican Depesitaries hevineg cutgtanding mmerican
Cectificates issued apgainst seacurities 0f Foreign

Igeusrss

to Foreipp Corporate Issuers having Bonds listed on
the [ew ¥oark Stock Exchengey ondg

t2 Smevlcan Fizcal and Paving Agent: for Forelgn
" Corvporate Bond Lssues tisted oo tha Mew York
stuck Exchange.

In thpgze letbers we anppionlbed the plrasgbicr fuliy and advised
Lthe versons sddrassed that 1t wag imprritant, to inaute the oon-
tinuption of che Yigting of the sscuvitic:  thsit the appiication
shonld be filed with rthe Exchange and with Che Guemigstion by
Hovember L5, 1935, We =oded ecch of fhase letbters wilk *he em-
queskt that in ordar to arrange auwy wn procsdure we weald appreciate
veing zdvisea atb thelr egrliest sonveniense of the apprioxloste Save
upnra wWitkeh wo might a¥pest Fo votelve an appllezibion,
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In spite of the fact tliat we are now withio less than one
month of what was originally Eized as Ehe iatest date, we have
trad no applicstion from forelan corporate issuers Filed (excepring
frowm North American issuers), and no answer Lo our request for
advire as to the date upon which we olght expect to recelve the
application excepting that in three cgses, one of thea very
importent, we have beep sdvised that no spplication would be made,
angd except that in ane cgse we beve been adviszed that spplicetian
will be made.

Un September 4th, 1933, the Royal Dutch Company wrote
Magsrs., kahn, Loeb & Company, regrefting "that ths present
American leglslation with regard to listing of securities
entolls so many difficulties for us that we have decided oot
te apply [or such permanent registratlon.™

Messts, behe, Losb & Company evidently wade Further repre-
sefitations to the Royal Duteh Compeany, and on detober L5th
transoltted to us a letter dated Detober ist, 1935, from The
Bague., I have the permlssion of Kuhn, Loeb & Company %o quote
this letter Full, with Ehe raservation that 1t is not to ke
published:

"ear S5ircg,

"Wa have carefully considered your letter of the I[6th
ultimo, but it has not induced us &5 change our minds,
in the reprint which you enclosed thetewith we have read
that the Commission is preparad ta give further explang-
tions or larifications, but such fuller information does
not assiselb us,

"It 15 quite clear to us what {5 msked of ug and,
as you are awate, 1t {5 not any ambiguity of the stipu-
lations but the great cbjecticns connected wlith thea which
keep us from applying for the permanent repistration,

"We must leave It to you to decide whether you
will notify the New York Stock Exchange of this de-
cision, but It appears to us that it would be somewhat
premature to do eo now already, as we have till 3igt
March 1936 to flle ac application or not.®

While we have no defiaite knowledge of the particular )
"stipulations® to which sueh objlection is made, 1 assume that
e 1s likely to apply Eo one or wore of the following:

1. The provisions of Section 1Z2(bY{1XCD), (EY, (F), {81,
and (f1}. Thess have been walved as to detailed Ln-
formation In the registration application, but the
Company ®ay not be sure bthat they will be so waived
as a vesgult of rhe application @F Seetion 13,

2. Section L4,
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3. Secticoe 16,

&, Fear as to Section 13, uhich L6 would sezm could be
removed as hereinalier indicabed.

The delavs in Teplying msy be due to the fact thst fureipgn
corporate issuers ey eve nobed Ltheb tre date of ezenption has
been ertended upbil Hazch 3i-%, 1936, but 11 saems likely =s to
many of them that this would mot have come to thelr atteastim,

I am wondering whether the burdens lopossed by Gestion: 14
and L& may wol have soiething Lo do with this state of =ifairs.
it geems to me that Sepctions 14 and b6 will be prackiecally dead
letters ns regards forelpn corposrabtions even if no ersupkion
should be pranted, MNevertheless, of course, mosb corporaticns
arg releciont to undertake obligations which thev bave no in-
tention of abserving.

Az 1 see it, there may be s gond ueal o be gaiasd by
agempiing forelgn eorpozations, including Korth Aweviean
carpirrabiong, frem these Ewd Secticns cf the Aect an gt ig-
duecement o registration, sngd L think that the practisail loss
of tnformaCion by so doing will be alomose aothiag.

In wdifition to this, tsking inte sccount the diifiewlties
of langueage a2nd distance, [ think that uncertsinty as to che
gEfect oi rules ©n be made pursuant to Sectlon 13 of the Act
tnay be stilkl more Lmporttent ns 5 detexrvent, I am, ol ¢ourse,
perfactly famillar with Rule JD27c), but it iz improbakle

‘that wany foTeign corvporations would [ully understand its

appllgabitity to thig sibtuation even Lf they were f{smiliar
with i, which latter is nar iilkely,

t, therzizre; In addition o granting exsapticns o
Section 14 and Section 14, the Commirsion could issus a sbate-
menk B2 the effeei fhat it was not its iakention to regulre
Erom Eoyeipn eorpavefe issuers wnder Section 13 any infomnaticn
other thar theat prescribed ir Section (3{a¥(13, I thial that such
achion wiuld remove apother bear, Atbention alpht alse be cnlled
to the applicepility of Rule JL2{e), in case the Commicslon
should sebsequantly change iks policy in this respect,

A of September i, 1935 the market value of the listings
nf foreipgn eorporale securities other than GLovtb American
an. West kndian companiss waz as Eolliaws:

Curopean Companies (stuched o..oc. ol voase o on G 30,785 REG.
Asiatic Companies (bondeh. .. ... ... ioeans Ly, 774 hoh,
Adstralesian Sompanies (hondsl.. oo oo . T L5R, 30,
European Companiss (bondsl. . ool cruaveen. .. JB5 A45, 873,

Gouin asd Central American Co's (bandgs).... ... 12,202,662,
Tabal, ... ... L. e.e. .. 3RE3,300 102,
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Thiz is an Lmportant group of securities, and among them are
many where it would be to the advantage of the iseusrs to repatriate
the obligaticons &t 25 low a rate as possible.

We hiave withheld action advising foreign corporate ilssuers
of the cutenslon of the exemption wntil March Jlst wntil this
time in the hope that deing 0 would expedite, to some =xtent,
the receipt of seplications, It is necessary, however, that we
chauld now advige such lssuers of the erteaded egewption, and if
the Commisslon can see its way clear io pdopt the suppestions
heretin contained 1t would be helpful to be able to ioclude in-
formation to that effeeb in the letter which we shall have fo
wrikte anyway.

It will be resembered tﬁat during thie time the Commlssian had
given & saries af interpretatisns on Fora 1B whieh were pablished by the
Exchange and the Commission aad which were repgarded auz eonsessions by the
Comalssion and fthat in late Ueteber the New York Times had announced
that Wall Street had dropped its fesr of wholesale delistings by foreign
issueré. Mr, Weif replied to cthe Oetnber 17 letter by saslocing a eopy
of Rule AdlE., [Hovember 5, 1935, File Mo, 135-1}

Rule aNIA was adopted on Hovember 6, 1335 in the ldentical form
(excapt Eor the nunher} as it is in effect at che present time. In
announcing the adoption the Commisslon iseued the following statement
{Releage No, 34-412 - Class B):

“The new vule, AMIE, applies to foreign lssvers whose securitles
have been erxemplted from registration until Mareb 31, 1936,

"Seetion 16 deale with trading by officevs ond directors in
securlties of thelr companies, and reports as to Lhelr holdings,
RBeports by officers and directors hesve not been required as to such
seourities sinee the Act went Into effect, apd the form for the
teglstration of foreign securitles does not requite luformation gs
to thelir boldings., The purpose of the present rule L5 to provide
thet, after reglstration, the exsoption as to the necessity of
£iling reports and meeting ths other provisinus of this section
shatl continue,
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"The provigions of Section L0 could have bub g vevy liwited
Field of applicakion to toe zscurvitlges of foveign tosvevs lnas-
much as the sestlon appiies orlinaleally ©e steny, and comparatively
few foreipn corporabions have skoeh listed on Agericsn anchanges,
and ayen i suclh wnzes the principal market is varely in this
coinkry.,

"The fari that there are rvelatively fuw stock igevers of
foreipn fssuexrs lisked on Amevican exchangers alsy influenced the
exenpbion with respenct Lo the solicitation of progies, 5S¢ far
gs the soliclintion ol consents and eulthorlaations i tespect
of intad foarsipn securibfies is eoncerned, registration undey
the Seguyities Act of 19331 ic rveguivad {f ths congent or
ghthorization makes ary important change in the sscurity and
if remunerstion 1ls pald i connecblion with the cselicltetion of
such consent,

"I the Llipght of the circvastances noted sbove, g reelistic
approach as led Fo the conclusion that the interssts of Amarican -
fnvestors will be best sarved ky Lhe contigurace ol thesz emeoptions."

Whiie this rolease epphasizes fhe limited nasher of lssuets end
securities to which the prosy &nd Incsidar trading provision would apply,
the fllaz indieate that the Comnmission gas also stvoogly influsncad by
botlhr the mnforcement problen and the deslre to have as many forelgn
gecutities as pissible veplster, ln a wemnrandum dated Oetober 10, 1935
within the General Youpsel?s Uillce concerning & Secklon 16 probienm ins
volving ADRs 1t wis stnted:

Analvbicually amd practically, the fovmer rezult s the
sounder. [ewn doss ralse one sariags objaction: The extension

of hagtion lb Fo Erancaciions abwoad in the unlistesd undeponited

Mordinary shareo" by forelgn officer: and directors wiil pre-

sgmably rauvse fhem o refuse ooopeezbion ia parmonant repistretion

of the American Zhores on the MNew Yorl Simck Exchange. Thiz can

be mat alooy theilines of Rule NA4 and Rule HAS by stretehing

the powey to exespl secuvities prenred us Lo Section 50a)(l?} of

the Exchange Act,

ftcopdinaly, 1 rocomusnds

1. Thaei sSection id bs held apolicabls to traoscotivns
by sfficers, dirvectors amd princine! steckholderz of s
Furelzn vovpotation o sli ststes af sueh gorsaratico o= uall

as ia the Amariszn Shates,

Thot a new Rule HAG be promulgated to the Lsollowing
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"Eule NAG, Exemptlion ftom Seetion 16 of certain

gecurities of foreign {ssuers purchzsed or eold
forelgn offfcers, directors and principal gtockholders

of such foreign issuers.

In any cnze where securities of & foreign issuer have been
deposited with an American depositary {whethsr physically held
by such depogitary in America or abroad} as a basis for the
fzsunnea of American cevtificaotes {for example, so-called
American Depositary Receipts for or American participation
cartificates in foreipgn sharves) agalnst such deposited
securities, the undeposited securibles of such isesuer, Lf not
reglistered on a national securities ezchange, shall be oxempr
fram the provigions of Sackion 16 with respaset to purchases or
sales thareof ambroad by officers, divectars ot principal stock-
holdevs of said foreigns lscuer who are aliens tesident abroad."

This memorandum is interasting because of the suggestion not to exempl
officers, directers and 10 percent owners who wvere vesidents of this
country. Earlier, a suggestion had been made by the Department of
Commeyce to differentiate betwesn foreipn companies and American ean-
trolled corparations orpanized and operating in foreign countriec {Lattar
& Memo June 27, 1935, Flle No, 102-31), This is somewvhat the basic
theory which led to the proposed vevision to Rale 3alZ-3 in 1958, It
vas alsc proposed, as will be seen Erom & document get forth below,
that solicitation of proxies from American bolders of forelgn securiiies
be subject to the proxy rules. Apparently these proposals were not mede
the subject af any exteﬁded etudy probably dua to the preesure of time
ang the deskre to s=ttle the issee at least for the time being.

On Cetober 31, 1935, a proposed Rule ANLS was submitted to the
Commizsoion in the foliowing form:

RILE aMIB. (3) Securities for which the filing of applicatlons
on Form 18, 16, 20 or 21 iz suthorized chall ke exempt from the.

operation of Saction l4{a) and any rules or regulations heretoiore
or hereafter pregeribad thereunder exeept ng to any colicitation,

wholly or partly within the United States, of a proxy or consent
or authorization fn respeckt of any such seeurlty,

{b) Sscurities for which the £iling of appli-
caetions on Form 18, 19, 20 or 21 is authorized ghall be exampt
from the oparacion of Sectliaon 16,
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The proposed lay releace read =s follows:

The Seruritles and Kiackange Commissico annoioced today Lhe
adepticn of a rule exempting from the operstion of Szegion 1A
of the Securities Cwchangs Act of 1%34 forelgn securities ax ko
which registration muasi be effecksad by Maveh 31, 1938, Section
16 reiates £0 reports aof holdings of aquity securicies by
directors and officers and principal hnlders nf rerisiezred
ayulty securities =md €2 purchases and sales of aquity securities
by such persons, The new role zloo wokes cleat thst, im the
case aof such foreipn wecurities, the provizions of LSactian [4iad
relating te the s=olicitatinn of proxies, consents ar gutouri-
zstlions apply only Eo solieicoting of American holders.

f mamorancum debed Dobober 30, 1965 fram or. burke t2 e, Beff 1s
inciuded in the supportine papers Eor bhis Commission aesbing and oon-
tains an extensive distussinon of The problems about whizin the stafl
waTe concerned zno the besie rarionels af the rules

1t has heen suggested thuat 5 celuctence to zubject thempelves
to the provisions of Ssctions 14la) and &, and 2 Tosr as to wvhat
the Comriesion may vegulire of them under Seckion 13, are having
a deterrent effeet upon registrations of securities of foreign
coTpoTrate issuers,

It is believad thot cuch securitics may consistently be
egenpted from Sectizsn 165 that they should be exeapited from
Secition l4{m), ezcept as to solicitatlens wholly or partly
within the Unlted States; that {t is impractieable at bthis time
ta issue any general statement as to the probable scope of the
roles to-be promulgated by the Cnamizcion under Sartion 13, and
that Rule JD2le), piving rha ripght to dellst, 1z a suffipient
cafepuard pgainet tos drasric requirements under thst section.

Section 16,

This section applise omly To divectars arwl officers of
issuety having ecuity securltioc reglistered, and o beneficlal
oyners of gore than 1D percent of any class of registered egquity
pecurity. 1T does aok apply to sacurities of ivsuers which do not
have eguilty securitics registered, Since Mr, Hoxsey estimofes
that of the 500,000,000 of foreign corporate lssues listed om
the few York Stock €xchange oalwy 535,000,000 are shares, it i=
apparent thai exumption or non-sxemaption of forelgn corporate
iscues from Section 14 chould be of no importance whatsoever in
the case of Lhe great majority of zuch lssues. Howewsy, !F
applicatisng for teghstoation of forsign oIvprTate Bands are
in fact belng vatarded by a Iepr (nowever groundless) of the
effect af Secyion &, i[ must b2 adwitted theb we would fat b=
Eiving up very much ia exempting foreipo issue: irom that section,
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1. As to paregrash {al, wbich require. such givecicrs,
offigars, and principsi owners te {ile (aitial reports of
owmership and moanthly reports of chappes of ownercehiy of agquity
securibler of auch fssuers, it ghouwld be chservad that the
forms for registvatien of foreign torporate issues reguire no
information ss to tha nanes of sad sgeerity hoigings of dirzctors,
affipers, =i principal cererity holders, glthouzh Section 12000
autharizes vws tp regquire cuch inforametion afd most of oure otiey
Eorms contain sguch requirpment, An egemption from Sectinn [gfad
world b2 in sccovdance with the policy indicated.

Further, if no exemption weTe granies there would he no
way 0f compelling nen-tesicdent directors, officers, and principal
owmer: w0 Eile such reporis--and they would be Ln the vast
majority. They could not be subjeched to crlminail liability
under Section 32, and their Fallure to {tle would not he 5
ground [or withdrawal of registration under Sectien L9{a}(2)
far that section applies a2aly In the ¢sse of viclations by Lthe
“ipsuer, . There therefore seems littls obijection to emempiing
Exreign eorporate issuves EFrom Saction lbia)d.

2. Sections [9(b) and 18{c) slso apply only fo Jirectors,
officers, and nrincipal owncre,  Seetinn L6{bLY requivres &n
accounicing of profits realized wpon purchases amd sales of equity
gecurities of sueh issuers, whers offsetting sales ot purchases
ars mpde wikhin six months,  Section 16{cy prohibits short seles
and deblzyed deiilveriec:s of oQuiiy securifiss Of such issders.

Thesz paragrophs are concevned with the standard of conduct
to be observed by persons occcupying a certain relavionship to
the issuer. Ug priociple, such standards sboeld be determinesd
by the law of the place ol ingogprratisn. Lt would appear,
therefore, thnal bhess sectisns should oot be applled to foreipn
istuers. Further, the criminal tiabillty resulting frowm a
vislabtizn of paragraph {e}, and probably toe civii liability
imposed by paragraph (b}, could be predicated only uvpon & trans-
aeticn some part of whieh ook plage in the Unitad States, in
any avent, to enferee sy cueh Lisbility the defendant (ar, in
the #ase af clvi) 1iability, bis property) mus=z be found within
tie United Stetes. Therefore, even if uf exemption iz granted,
ralforcemant of these section: would be of very Limited s=cope,
Brogdly speaking, only resldent diraciors, elficers. amd securlty
kotders would be sffected, and toey sould constitutes 4 small .
minority.

I vriew 2f the faregoing factes, thers seems =n obiscotlion
ta oxempiing [oreipn lssues froa he aperatian nf Sectisas 16(h)
ol VEOC) .
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Spction l&{al.

Thiz section makes 1t unlawiul for any person, by zhe us=
of the mgits or by BEny means or lnstrumentaliiy of intarstace
commerce ¢r of any facility of any naticnal cecurities exchenge
"or otherwise'" to golficit any proxy ot consent or sutharizsrion
in respect of any registered security in contravention of the
rules of the Commission, The Commission has adopted rules
provibiting the solicitation of any ruch sroxy, consent or authori-
Zatlon by aoy persan, unless bhe first solicitation is preceded or
aceompanlied by information as to the matters covered thereby, the
persons initiating the solicitation, and whather they are ko
recelve any coaopenszation thetefor, and a statement as to wharher ‘
the sollieltation is opposed by any director, Soliclbakion by
means of False or misleading statements ls alse prohibibad,
as Lz solicitation by an Lssuer for {Cs manamement) whiek _
hos failed to compiy with toe request of any record bolder to -
wzll out proxiss, ete,, supplied by bhim, These rules are nor
limited 1o their application to solicltatisne of equiby security
helders., They apply to registerad pacurities penerally.

Unly crimical sanctione are imponed for violations of
Section l4{a}. Under recopnized principles of privete lntor-
pational law, eriminat lisbilicy canmot be prediecsted upon
solieitations wholly without che Mmited States. 50 fer as
foreipn securiiies are concerned, this section and the rules
preseribed thereunder have no applicakion except as to solicite.
tions within the United %tates, and can only have been fatended
for the protection of Amperican segzurify holders, Therefors {t
cannot be said that enforcement would be only partial in the
cace of foreipn fssues, for there ara oo lopal or practieal
obstacles to preventlog solicitation: of Arerican security
holders f£n vielatlon of the rules preseribed therzunger,

Unlike Sections 164{b) and i6lc}, the rules under Section 14{a)

are not concarned with the vslation between directors, officers

and princlpal stockholders and the corporetion itself, which,

as we have sald, seems s strictly internal matter, to be governed
by the law =f the plece of incorporation, We are estabiishing
cerbaln minimum requirements ko be observed in dealings with
individual securlity halders, and we are clesrly entizlad to ex-
cend this pretection Eo American holders of foreijpa securktiss,

Therefore neither the theoretieal anr the praciical considerations
vhich supgpested an unqualified exznption Evom Zectfiong 164b)} and laic}
are applicable in the zase of Sectinn Lafa),
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If wight be well, nowever, £ make orear Lhat Section T4ls?
dons not apply to solicltations whiplly without bhe dnitsd States,
That i1s trus, anyhow, A5 a matbter af priveis intecastional law,
but an erpress sxRempiion of forelgn solicttatbions would remowve
any poesible misconception,

Considerstion shauld alzn be piven Lo the desirabllicy of
exempting forelgm iseuap fron the operation of Ruvle LAE, which
luposes uptn the issuex a duty Lo mail prosier upon the reguast
of any securiby holder, Great practical ohlectisne are sean
to applyirg Rule LAG ko [oreipn issusrs, end 2 faliere Lo esxempt
toreign issuze Erom thet Rula might bave the affeck of Gis-
courening repletranlons,

Spope af Eremption Trozm Soction 16

Since the CLemporatry exenption From regictration accorded
to securities of Canadign ond Cuban issuers by Rule ANIS em-
pired on Septepher 13, 1935, such sepuritics must heve hewn
alther repgletered or delisted by this time, and a failuve to
exempt them ictom Seciions l4ia) asnd 16 will have na affect,
one way or Fae ofber, 1L is thersiore suggested that seeh
igsuers be sucluded from the sxeaphions recommended zbove,
although it wight be o lictle difficult to justily such
greiugion, on principle, The syeiustion of Horth Amerviean and
Cuban lssusrs can be accomplished In o very unobtruslve way by
rastrietine the exemprion bto securities IZor which bhe {iling
af appileationz on Form 20 ls sothorised. forth Asericen aod
Cuban fgsaars may not o2 that fore, unless thay ave swhed
or controlied by a Eorelgn goverament,

The Commission minutes do oot ¢antaln any foather deseriprion

of the discussion held or the reasons underlylng the rule ss adopted
other cthan as st fForth in thy Cless B relsace gnruygncing the rule,

" The lew York Stack Lxchange iost no time in forwsrdling the following

leteer ip an effort to convines issuers o oouiinue their Listing with

Lzt Euchangs:

Phoweebear 7, 1935
To Tovelpgy Copporake Lsesuers HaveiopgsBonds Lizted
on the dew York Stock Exchanpe,

To Amgrisen Flzeal and Paviag Agants ot Sesh Bonds,

To Dgpoeitors undar Deporis Apyespenls livwler «hiaD
Arerieen Tertificefes AgeincC rorelign lsvues
Aye Listed on the How York Srock Exehangz, and

To Amnericen lDepositoriss Having Outstamling dcocerican
Cevidflicates lezaed Apainst Securitizs of Poveign
Tasugs.
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Gentlemens

O July 23, 1235, 5 ecircular ieiter wac sent ©r you,. enclosing
eopy of the apprapriate vegistratinn statements vnder e Securitles
Exchange Act of 1%3% for permansnt registrarion of rcertain classes
af zecurities upon bhis Sxclinnge, In the lettar referced o ar
aenclosuras therewith we advised you that the Scrurdities and Exchanpe
Comeisslion nad exexpied from repistrption to and includicg Decenber
il, 935, amonp others, securities of the class=s refarved te in the
nddress of thls lziter,

It hag doubtless heretofsrs been called o your attentlon
that upon August 30, 1935, thz Securities amd Eucliange Comeiseion
gxtended the dare of the forspoing evemprtion fyas Deecember 31, L1935,
until Mareb a1, 1938, Accoxmlicegly, 1o order to permit tioe for
exomination by the New York Stock Luchange of applleations coaverving
such isgues and to allow the thirty days For macing teglsiration
effective s= provided in Section 12043 of the Acg, applicatiovne for
registration of sueh seruritivs should be in the hands of Chis
Exchange and of the Securities and Lwyrhange Commisslon nol later
thon Februcrv 13, 1936, iustead of rot latar than Novesmber 15, 1935,
as nt firet provided.

In this gonnection, we coit atientlon Lo a ruylz relesscod by
the Coamission «n Hovember 6, 1935, veading:

HRULE AHLA, Sercuritlsy for which the filinag of
application on Farm 18, 1%, 20 or 21 15 suthorized shall
be egempt [row the operatian of Sections 1a(a) and 16.%

Thizs Bule, a5 it sifechz:

Forelgn Governments ewd Political Sobdivisians
Tharent

duerican Ceytificatzs nmpeinst Torveipn Ieruss

Securiciez Undezlying &metvican Certilicaltes
against Ferelga lskues

Sgeurities Uthevr fhan Bonde of Foreign DPrivats
isguers (oob Horth American ar Cuobanl) and

Honds of Foreliszn Private Issuers (not Horch
American or Cubanld

may be explained as £a Lhe exspprion From Zectian lala}, by sayiog
thet it sxewpts such Llssuetrs and persons ocbing Ll relatinn o such
isswes fron the necesslicy oo shuerving mny tule: or repuisfions
which have been laid Jdoun ov which oway be laid down by the Commission
in regatrd to kle solicitation af proxiag, emsents or aashorizatl:ng
in respect of much aeecucitiss,
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IF, however. the consent or autharizetion saliclted in respect
of listed Foreipn securities Ls of & mature making any importaat
change in the security and if remunetation iz paid in connection
with ths solicitation of =uch consent, then rezlstration under the
Securities fcr of 1933 is required, zlthough exemption will re-
maln in force &5 to reglstration under the Seturities Ixechange Act
of 1934, 1t s probably wndecstood thert the Securities Act of 1933
kas to da with the sale or distribution of securvities inm this countey,
irrespective of whether or not such securitiles arve to be traded in
upan any organized exchange, while the Securilies Exchange At of
19534 hasg to do with the registretion of seecurities for the pufpose
of parelitting Erading upon an avthorized patlonal securities exe
change such es the Hew York Stock Lnchange, whether or not surch
securities regquire Tegictrstion under the Ack of 1933,

The exemption provided bty the sbovacquotad RULE AN1E fcom
the operatlon of Section 16 of the Act relleves divectors. oiflicers
and principal stockholders of Issvers of the forepoing classifi-
cations Erom ell of the duties and lisbllities arising ocut of the
Act frog ownership of or transactions f{p any =of the securfties of
the {ssuer, excepting such liabllity ss might avise Itom violation
of the Sections prohlbiting manipuiation of securilty prices and
the use of wmanipulative and decepilve devices, No reports of
ownetship or transactions will be required from such directors,
oificers or principal stockholdors,

Seckion 12 a2f the Ack gives to the Securities and Exchange
Cormlssion power to require im respect of any securlty registered
on & national securitier eEchange cuch information and documents
as the Commission may require to Meep veasonably current the
lafoyxmation and documents £iled with the reglstration statemant
and such Anmual Reports and suen Guerterly Heports as the Commiszsion
may prescribe, ln addition to this, the Commigssion may under this
Section preascribe the form or forme in which the required informs-
tion ghgll be szef [orkh, and other mackers pertinent thereto.

4s the Commissicn hae not yet issued any rule under this
Sectiop 13, it may be well to ecgll the attentien af foreipn ilssdecrs
to Bule JD2{¢) which provides that Lf within thirty days after the
pubiication of any tule or repuletion whileh zubstantially glters
or gdds to the obllgations or detrects from the vightz of the issuer
of a ragisieted security ov of its dirertors, securify-holders or
persons sollciting or giving any presy or canegent ar euthorization
with vespact fo such security, the lsswer muy file with the Com-
mission 2 regquest thak the vepistration shall expive, together witn
the reasons for making swuch request, wheresupoh such repistration
shall eapirs immedliately upoo recsipt of such requast ov immediately
before such rule or vepulation becones effective, whichever drote is
Later.,



=3

e have written Jdirect L., ths Eorsian fzzuers 6f seouricies
anderlying american Qertifivakes which heve Lzen insued ssalnst
them, utrglng an early Filing ol a3 regislration statement .

¢ the time of ouv lektesr of July I%vd, sppyopricte [orms

for repistration weve aant direetly fo [oceign corphrste |

of pomds and were zent o American flseal and paying agents,
deppositars and depositaries I9r transmission o the [ovsipgn issuers,
We ssk tha Amerlcan apents, dopbsitors and dapositavies e eo-
opervale in impressing upen foreign izsuwers the edvisabliliy of
garly registzation, and to 2ell upan et fov any further foarme or
inforwation which they may bhink necessacy Eor thic purposs,

Yours very truly,
COMMITIEE O 3700 L1:T,

fai 3. M, B, Noxnesy

/(7( }L- f&) Wﬁj“("{w Executive Assistant

While it seams that the Commissinn's apparent dnability te enfovee

[ —

the provislons of the prouy end isdsider tradiag provisions of ths Act

with respeet £o [oreign issusrs 1: commanly reparded as the principle
bhasls far adepiion of Rule 4NlE lses Losc, Securitiss Regulatien, 2d ©d,
op. 36B, &20, &74&, 1110; loomls, 2B Geo, Wash, L, Rew. 216; File Ho, 5.7,
comnenks o9 Rel. 5&-6912), it ls clear that ocher considerstions and
clrcumeiances were plven equal grd perbaps gresfsy weight. The most slgni-

ficapt was tle decive on the part of the Coamission to retsin these
rhe Fear

securities on the exchanpecmeebabhioond /that failure to provide the exemption

would resuli in many delistiogs. In zddition, it was appoarentty the eon-

clugion chad, in viaw of the very limired mumber ol ctock vepistered, Little

B

would be gainad ln the way of dinvestor proteezlons oy subjesting thecs
fsnuears b0 Lhess peovinions,

A3 to Live promy cvules, the provizicns wauld geoerslly Le at wariznee

wikh ke laws ecad customs of the particulap coantsy aal wouly e aneninvee-

sbile owesni Iur soligdtgficus in ihe V. 3. Thers vere few  cquity securities
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involved snd msjor changes in debt securilties would subject colicitatlons
of 0,5, holderg to the proviglans of the Securitles Act. The Commlssian
on Tejecting the staff proposal apparentiy felt Cthat the attempt fo cover
solleitations Lo this countTy was not warth the risk of precipitating the
delieting of Ehese securlties,

45 to the insider trading rules, the requiremsnt to £ile owunership
reports would be inconslztent with the registration forms which, because
of foreign law and custom, did not require detalled information as to
insider hoidingsz., There were few listed equity securitiesz which would
be effected and Che only enforcement would be delisting procedares., The
application of the rules ta U, %, residents would be discriminatory to
& certaln extent and ecould be miclesding berause of the small percentage
of rteports flled by Amerienn insiders.

ALl these factors c¢ombined amounted to the "realistlic epprosch”
cited in the lay release.annnuncing the rule, The timlng of Lhe adoption
of the rule and the failure to make any exceptions frow full egempbione in-
dicated the strong underlylng desire of the Commiselor nat Eo discourage
reglotration or removal of foreign securities from the exehanges,

The form af the rule, gpecifying Forms 20 and 21 which were not
applicable to Morth American and Cuban companies, was o smooth method of
denylng the exesptlions to those icsyers while retaining the policy adopted
whieh put Capnadian, Mexican and Cuban issuers oo a par with U, §, Issuers,

It is alz0 zlear that the Comuission did not consider sny argument
or fealing that any congressional intent Lo exeapt forelgn issusrs ar

edicted
lasiders from these provisions/aod that the Commission feit thet it had
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the power rto subject them to these restricbioas {£.it fobb such a coutoe

necessary, deslirable or gpractlcal. 1n Lhis respecl, it siust he concluded

from the lzgizlative and edminlstrative nistory of this rule that the
tam@ents with rzepectk to congressional intent Ccontpined ie garrein ve-
sponces to Release 146-6912 arve withaut Foundpblon.

While the possibility of adaptisg spoeial raies [ar American owned
aimd oparatad ¢ompanies orgeni?ed sbroesd, sach as the Bockly companies,
Svntex and Schlumbervgey whieh were the vbject of the LG58 propused amend-
ment, #as sugpested, 1t would appaar thal no sueh situacions came fo the
atrention of the Commission ot received any speciel study pt Lhe time of
the adoption of Rule ANIE,

Rule AWld has never beea mueandad texcept fop the vedscignation sas
Rule Jal2-3)1, HWhile no greel nmecessity for changes To the rule bhas been
indicakted {with the possible #zcspticn of the Buckly companiss and n few
others), there kas been & feelliyg Lhot an satsnded study should be made.
The follawiing eacerpt from & spessh by Commlusiaper Nanvaban before ihe
First Hamispherie Stock Exchenge Conferance {Sept 12, 1947) expresses
this idea clescly:

Secundly, it is apperent that the Aoty admicistered by the
Cownisglon penetrate inte many detalls of financial recording and
financial presentatina by coopanizs and into tmparient aspects of
the conduct wi their wanapements amd large secuvity bolders. To
whalk extenkt bhese provisiens can be enforead In paspeck Of varicus
kings of foreign securifiax canont be detarmined wifheoual a whele-
cale survey of the problem. Only o dotmiled aszlysis of partlecolay
probless, ia tne light ofF {ne puvbosgs 20 The law, can help us
Tearh infocmed judgmsnts,

The {vee intevrnetional moevepzni 3

idesl ., Lt iy not, Dowvevar, zo e
kosis fer infevnational cooperabtics

)
-

ig asb jusii
a peEYLinp propestiicm.  Guy goveramanht nns mads wany declsitns to
Farilltate Sdoi ascoseation, iz GGl sor owel, gy Lo

vanitars 1 pleoe fheic saviogs 1o Iorelmn snia; Lnem owaion Telazing
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or walving any of the staodards of owy Acts which are their
fortress of protection, The standerds which 1 have cutiined
gre not, and have oot bepn, barriers Lo tor conduct of honest
business -- national or internati-nal. Cuite to the contrary,
they are e¢ssential predicates to whalt avery sscuribles market
meeds in otder €0 suivive -- public confidenca.

¥. Annval and Periodic Reports

Eule KAZ provided an exemption for foreign i1ssuers (obher than
private North Awmerican & CQuban! from the £1ling of annual reports
until suech time as the proper report forms could be issuwed, The lew
York Gtoch Cxchenge strongly urged thet oo reports be rveguired for
forelgn Lssuere, and argued on ginmilay premises as Ll®se prezented
sgalnst the application of Sections 16 and 16 with the additional fesr
exnressed that these issvers would not register until they were certaln
that the veporting forms ymuld not po beyond the information required
in the replstration form {see letter fvom Mr. Hozsey, Cctober L7, 1935,
the text of which appears sbove). However, the Commission indlicated that
ne puch exemption would be fortheomlng. ir. Neff responded to Mr., Homzsey
by stating {Hovember 5, 1335);

I do not belleve that it will bLe practicabie, it the immediate
future, to make a general statemenk as to what requirements the
Commicssion will prescribe with respeaet to periodic reporks from
foreipn Issusrs. For the time being, I rhink foreign issuers will
bave fo rely upan Rule JDZ{e} as m safegunrd pgaingk whabt they
might consider too drastic reguirements under Secktlon 13,

Proposed forms were sent ocut for camment £o interested patties.
However, becadse of the abseoce [rom Ehe fileg of the forms as drafted,

it is difficult to make any conclus{ionrs concerning the reasons f[or

particular frems excepl in the few dinstancey cited below and except for
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the peneral context of the forms az adopted which fallowed closely the
itemz nf Che appropriate regisiration Lorm by updating the previously
filed informafion. The public relesse adeptiog the forms states the
same theme (Release Mo, 34-1058, lebruary 10, 19373:

These forms are desigﬁed te wesp current for loavestors the
information aml documenis praviowsly furnished in connection with
Filing of epplicaticns for tegistruticn on Forme 18, 19, 20 and 21,
respectively. Each of these snnual report forms follews closely

" in scope and errangement of matserial the related form of appli-
catiocn for reglskration. The requirements are based upon the
principle of obtoining the changes thaet have occeurved during the
period of the report,

In Form 18-K, tha only item which coes bevond Form 18 ts Item 4
whichk £alls for the smount of bonds rescquired by the issuer, an estlmabts:
{if practicable) of the amount of the issue held by pationalz of the
reglstrant and the method by which the repistrant reacquiried any sub-
stantial pmount of the lgsue. This item was strongly objected to by
several compentators (See File 102467) and slthough modified to sone
extant, wes Insis=ted upon by the Commizsion.

Forml8ek, nx in the case of Fovrm 18, was criticized becsuce the
tone thereof wss Loo mandatory and sugoestione werg made to make the
Ltems ancd Enstructlons mors teciful and polite because they were diTected
to soverelgn nations, The prooosed forms geve retained,

In Forme 20-K and 21-K, the item vequiriog changes in control of
the teglstrant was changed by subsiltutlng Ypersons or government"
enetreising conkrol foy “awned or eonbrelled by anothey corporation orf
foreipn government." Over objection ibat privete indiwviduale controliing

such registrants wonld resist such disclosure tne Commission vetsined the

word "persoa' ia che annual report fovms,
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=T fi;r:ahgnin.the case of Forms 20 and 21, certified fipancials were not
required in Formes 20-K sad 21-K, slibough several suggestion: ware made
elong this line. Pregumably, the Commission di& nof wish o wake an
1ssue of this_paint because 2f the resognized differencs in sccaunting
prectices andoustoms af the seversl countrivs irvotued,

Vorms }8-K and 19-K ara praﬁehtiy in effect in the idenrieal Eorm
g5 originally puklished, A miner change in tie exhlbit instructions
was mide to Forms 20K and 21-0 on #pril 14, 1958 (Releases 346-L652 nnd
34-1653}, and otherwise these forms as initially adopted are still in
effect.

Io 1962, Wr. Sheppe draited revisione of thesz annuel veport forms
bt nn acklan was btaken. Ho attempt will be made hareln to debeil theca
prupnséd Coanges.

While no cn&cenfrated efforvt hes heen made in Chis srea, it appears

thet 4 sizable number of issuers liave basn deiinguant in the filinpg of
e iyl

anmual reporte and consideration nos been given from time to btime Ko

bring delisting proceedings against delinguent iszues, However, for the
most part it seems Chat informal efforis toward compllance in the form

aof letters reguesting the Liling of such reports have been the only mathad

of attemprting ta zeek compliance.

Forelgn issuers registered on Forms 18, 12, 20 amd 21 were esxtempl

from the requirem=nt to file cnrrent reporks on Form B-K o the initia!

b ————

adoption of that forw bui no reasar wos cited in the oyomu

abing refe&se
and no pomments: cepn be found in the £iles (Rule RAT7, Telegse Moo 346-9G25,

wovamber 11, 1936). Rule 13a-ll presently continee: tHig exemption.

Siwiiariy, the repurta of quarlerly earnings estabqghﬁed e 1945 gond 1346
ﬂhh&L

{latzz designsted Fors $-%) and the present Torm %} provide avemptisnos
i ——TCTRTC

for foreipgn issuevs {(other thao privats Horth Amoevicen and Coban igsuec)

" {Rule i3z-ilh

-’
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Forelgn issusrs requiced Eo teport undat Section 1504 nf rhe
Exchange Act by virttue of 2 Securities Act rapistratien aye Tequired
o file annual reports and while no speriat form has Leen sdopted for
this purpose, the practice appescrs to La ko peomit such reports on
Forms 1B-K through 21 -k even though Form 10-K i{s epollcable. 1f such
is the rase, this practice, 1f vetalned, chould be cnde 4 part of the
tules, Az pointed out in e memdrandum daked Aupust 2%, 1963 by Kenneth
Vauglian, this situetion is sowewhsl reversad since listing of {ts
securlibies by & Foreign 1%(d} issuer redusss the technical burden of the
annual reporting reguirements beconuse of rthe certification and other
differences in the forws. Rules 1534-11 and 134-13 provide egeuption
Eron the 8-k and %+% Eilings Ly forelgn issuers (other than Korch American
and Cuben, asnd in the cese of Form 3-K Philippine, iesuars).

The differences in the phresing of these reporting exempbions also
creste one other cucious situstion, that of issuers of ADHs. Rale l3a-11
egempts iszuers which have vagictered securities on Torm 195 and Rute 154-11
specifies an exewption for issvers Of ADRs. Howevar, Rule l3a-13 and 154-13
would appesr to require J-k reports from Americen igguary of ADRe since
the ezemptiondos net specify or ioecorporate thesz persons. While 1 have
nat clhweeked the practice, I goubt rhat any %.h reports ayre fiied for theze
persons, Ln any event the ralesz should be veviced ta clarlfy this situation.

Hp eaplanation or ratiopelz for the Zreatment of foreign lssuers
with vespect tp Ehese currant roporks: cowvld be locsiad in the publie

releases or private files of Lhe Commiasion,



.':'- ST ':_--EI_.-._T_,.ﬁE-m -: L lRﬂ\ F"E_S.

L

¥t Conclusiens and Becomuendatimns

Tha fadividual parts of bFhis werarandos csatain tha.basic genclusisag
with reswect to the rasmice of aw regesreh an& giudy ie fbie respeoiive
temine av well ad eoriniv recomundstlens concoeniog psrticulay phbaser
aE fhis gres, Oiher Feptcswndsiians can be sade by The use af the
makertsl cookained heveln in cenjuactivn with the factusl snalveaseas whish
fpakp up e whole study ef fevelge secuxitien of wbich this i= a park.
The hlotary oif tle lzgislative apd adndnistrazive howedlisg of lisked
fzeelpn agguricies and the razigale for such actleous cam sarve in pars
ek a4 suide v foraclpking Che Comisaion’s preseont pelicy. T2 wmest be
recagnized thut the Coemiselon’s baslc poifeies im vaspect to the regules
pion of foreigen Ifstcd pecurifics weve sef fp fhe fizat years of the
exjintencs 0f the agepey gnd rhat siwnee guch tClme Ehers have boep fou
changes in the yules and {orme and few abtespos #o waike any detalled
study o analysis sf the sltostlion. Duriag thic time, the prablees
srising ware eltbher gettled ioforsally or forgotfen oo an ed boc besls.
The zelatively awell wmber «f {ovelgrn ipzvers with securitles licked om
sur phochk exchaoges is vedsebeedly the practigel Deases for the- foacelviey
iv this area. Do mejey sttemmpt to <hamge the rwiey and fornme, Loixiated
seripusiy in 1948 by Mr. Tauchein and chew later in 1933 by the preposstl
xs apend Dule 3el7-3, becsuss of the handful of feswers sonsesmed, wae
aide Exackad 4n faver of More sresslog fzafkese. Anwihwe large atudy

fownivioy feveizs Secuvitian was rhat cvatovwing ADR s in 1954 bui this

Ay

wes  polimerily e probles under the Secuzitiessz fsf = 1333

"

rhlieck 3 have

-

oot atbeipted to g0 inta ko osoy extent.
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since 1%33 rue oconcele sbructuras, and polliical streppih and
mﬁfiuatlnn, wf this cgualey and the Fuzrmpean, Asiafice auc Ssuth Amevicsn
commcriens whose gecurlties are liaked mm the segisteved siach exchangas
sud cradad over the eountzr alt ghe present {ime boave gome threugk deaseics
chuapes cnd it As guilss Jlkely tkat the palisies sei in 1Y35 end adkered
ta wnfil ghe prefeng rime may Leve coall applicaiism o ¢ur presant
protlem.

The Commdesion’a wisaier Az 1935 te set thisze molicles was an
off~hand incldant of the desiye of the fedeval govermmemi te regzulate
the nkeck ewchgnpes and the sscuritics listed theresm for an effeckfve
methed of inczessing the preleclion afforded o Aseriean fevestars. The
syente which gresipitaced the crastmant of che Exehaags Ack and the bosics
studias whhich fproulisfed the proviaion of the st had very little e da
grth ferefp gecurinies. The laterest {a repuniaging &b sver-Lhe-countar
warkefs and the Specizl Srudy which fipally led ta the over- the-counter
tegueletion provision ef the Bewvrities Asw dsendiens sf 1994 lixawise

had Fikizle te Ao wikthk forelpge seguritiez. So, g2 in 1935, che Cepmnlesiom

L —

has fow gulde ldnes or direetilves frow the Copgrasu unon which o base

ghe wltimgte policles €% he fomerlaiec in the regularivn of Efsreipn
neeurities traded svop-thesooputer and e roevifica 2F the regolaziope
and fanme for lieved Eowpipn soimriites,

Ihe Cormission 8% present kas (ke seme pasis wandite zs 48 dld In
T s e @

235, mswzly. o vse its Deat Sdgscorerieon aftcr 2 seudy of che prectles’
problems, exsept Thor ite jurizdiiflss bes IDEXesiesd Luv u 2ove Lapersns

gewep of fereims dssueza. Sewe o the welicizs considores in 1955 sve
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ued walld fodey, Macy &re sPL1T welid, Dem=e o wf who smlidien o - fopkis
£n linged lssuers mue naf valic whow agpiied If prer Che-saiarsr luguers,
Fris wry iisiited keseiedge of Sbhe dwmfiter, 3 ¢facl goal &5 8 Dot
ciuding Yhe buglnena srredimen, Ccoppovaiion Igwa and Tapuistloom . noook
exgbapgs azcuvivies ocadiay prasrices, sod aeioods ouwd owirczs ol ohesle
Lo ans tefuoeding wsprbald ravs ghonges 19 & vEey Fuafmesacal depaoun 1o
goarizies whage Jsverzments, curpraritions sad sibae odolzens heve Lsgned
semuilties whizh are distribatsd or fradsd A (Ta Jesottan Samnriicoen

arkets. The ooiidfi~asl agd socizl polietzs oF thods soamirh

I
In
—
1

epanged slgulffcantiv . Dewerrhalewnr, the zoiivns apd ooepicsgoiinan bocy
practicel apd theagariogl, which foesmuloced e rode: Aot faemr p 1935
are warth reviewicg =€ the preasse tlme bosansne wewy o Shew arc walid

t2 2 eertain degwe: sod berevas chage policics beve wiibsiend G0 oa Lafgs.

dagree the Ie:i of tize.

o geasTsiizse, the mosl siznificend sud sunesscfl pelicy adepted
and zchecad To by ebe Lizel Comtisglomers was Lhat 3f lasieilap upon g2lling
the largesl mmounmt of diselosvee fendevaing foreipn izgues ood seeuzillan
prachicable vodey tha cirevsstances. They {graved the diamal eledlictious

of the esehznges snd athsr pevoong whe, oesheps boizuse 20 el Teinterest

- wishadt Eo mefmizis oo phenuz quy whils srgobing ko fho Levaiad laferogt

=

that forsipe dafueon wtuld 208 bow Lo Auy I0Fr oo VAFIINTWNI. g
Comslenizea vaiten o the goomtaee Chat Sereige fasuwvaglae gud Ta Lhe
test of lesipg toe cuchsope gmadet eod Lor @esiley aalizad o Awnvioss
capliial seTiors, wieid furnish asdclanel dbosloseed o po oantde e
chiy seunlay, 12 312 goppocl. She applicatien ol ihne Smgagiiies oo

te Sorefign issvers was asnzistank in poliey. Too mmiading greeted
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Lmitmd axogpriom (e the mepudselers gppivossis do el Tacsd naoaviioes
auly when Ag o wractiicel Beilter ouoh prowlanonn wane Lheasiab b oo
ERfFfonle o enfovrs oy misced on undue pnizafy oo DA 5 anHETY DoEee
af the diffevend lowy ard endtess i che forelfge samotry, a0t minh e
sldezaticps por-welohed e advenktege:r oo e paissd v Sswrdoer lovelkers,
There l¢ ne doche ol e inbtewesbs of fmericzs loveskorn wexs peshlied
famd toar An 2 fow iosdsmcas whers iosueerd rogurchased psowtities ap Yovms
pricea ofter d2iisiing) or thar the lomminsies pode peaklicsl concopal-as
o senkh oeme fospimed nx renl fasre ap wha pest of fadelen fssuera.
Bogewesr, the Rpitisl imsiztsees on sedetonbicd cempitunes wileh Ko
Exchangs 4ot proved successinl do tasimg the {ezaigm saluctence sud o
direcring the aflcers af the aresk surbengar znd 2apuritiess “odustew.
Wratbar or gat the Juvestipe meblic woarld luese in che m.::rremt' sowgad 15
the Cozufgalnae lalten 4 sTyong 2ppreach ia smpeb fg queation,

the veraiaine délecuasliom, sub-dilvided Lon nuvipoeds oFf om abtempy
Bt alaricy, eoncerde The applicehilivy o zhe past woilcien 2o Yhe precand
probies and ssme addiiines]l reomeseediailens £9d SoEuenEs.

A. lLesiniatdys Hislowr and Statuisty fravisisarn

Gapevally, the Cdzmlsplon hes the some degred nf aushneiiz o usa
tkg dizewetion in capuliziing o7 axaspting Etrelps sosaricise. ghethes
iated o rraded over the eoueior, Eros Bhe cegulsbury proviaiozz, »f che
Excheaps dgi. The stefulesy webvsrn o fiffsvent, homevewr. £nd save
Best be taken Lo dlstimguish e coupve of fhie swshesiblv e fzasamlaiiosg

zheugad 4n the ruier % fomma oy Hipfed meforilliod foel cte sl zatier

ofF sules or Eopms for gyar-the-ssugter souptoies.
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Secifon 3{a3{12) defines au "exempied Aecurity” te loclude any
pecurity which the Commiesica, by rule o5 1t desls GECROSATY o1 appro—
priaze in the public lnterest of for the protectism of lovesters elthex
sacendltionsally or wpen apecific tevyms and comdlfions oy for stated
perioda, dealres to inglude B2 an excupied security. Gongress com-
terploted that foreign securities be given ceselderalion withio zhile
exemption. The term "eother than an exaspted sseority™ appears in
aeveral places fin the Ack, including Sectieus ¥, 8, 2, 11, 12, 14, 15
and 1&. Howyever, &o date, the Csgmiaesion has exemnted foraizn oecuriflies
&3 a claee emly frze che provisions 5f Sectisms 14€a)} aad 16 {hut nar
Ssecion I4&{c) az will be comented on balow),

Tee avthorily for exampiing fovefign issuers in Seetdom 12{g)}{3}
ig st up in & much different faghime. Seetism 12{g){l) regquires cercain
over-the=counkter - issuers to regliater, Oncs regletersd, thess isswera
beccee subject only b Seetion 13, 14, 15{c} and 16. Sectfon 12(g){3)
2llews the {ozmiscion Lo excmpt any forelpgm issuwer from the Sectiom 12{g)
reglatration requicremente 1f 4k finde that che mublic iagerest 12 perved
znd it is consistent with the protection of fnvesterz, This is am all or
nothiog autherizy and exempiisn from this seeticon Tasules in the total
1nm&p11cability »f Secetleps 13, 14, 154c) and 16, The Coumiseion canmet
under Seetlom 12{g}{3) make A partial cxompiion fzem scme of the other
gcetions or specify terms and conditiens en the exesption suce allowed.
Et ceuid, of courss, rewove the exemption at gny time. Bowever, Sectign
12{h} provides thet the Comission esn gract o pertisl or whole exempticns
feem Sectioms i3, 14, 15(d) and 16 upler certsin epeciffed conditimma,

or othezwise. This section is spplicable to &ll securicics cegulived
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to reglater under Section I12{g} and doea not make any parkiculsr weniion of
foreign securiries. Hewever, it must be under this ssction thst foreign
iasuers could be given partial relief fzom the pertineny portionz of the
act.

The preocedural differences may not ke of eny importemce eucept thet the
Commicaion har to be mrecise ip clciap the proper secticom if and when ony
parcial or full exempriop is adopted. Howevor, simce the argument could be
made that Congress, by specific sub mection named foreign lssuers as candidates
for full exempt%Pny vhile mot specifyling foreign Securitlen an canulidares for
partie]l exemption in Sectlom 12{b), that che Commisslon must wake the suzempilon
complese ox not at =211, this polot 1s briafly discussed hereln. The repori
of the House Commitiee in exploining che provizios on foxelgn securitica
trapdled cuch pn argument in fairly clesr terms {p ll, E.R.Rept. Bo. 1418,
E%ECnng, 24 Sega.):

By giving the Cosmleaion broad cxemptive sutboricy and
empovering 1t to desl flexibly with the probien, rhe Commisaion

will be able o weigh the varlous comsiderations and to exempi,

pavtiaily or completsiy, foreign secoriclaa and cectificates of

depoair cherefor B2 classes of such pecuritics zad certificatee}

Ip additien, the Semace Report, alchowgh commemting om & prior versicom of the
farslgn secyritisze enesption, which would have excempted sll foreign ilsaucs
unless the Commlesicem after notice and opportunity. for heaving Tavoked the
exewption for a Class or Classes of foreigm iseuvers, imdicaved thar the
Commisalon ahould have flexible power (Sensie Rept. Ho. 354, 38th Cong, lst
Se68.):

Should the Commission deem that a tatal excmpiion ia

vnvarTantad for a class ox claszea of forelpn secuxities, L

could still exempt any such security from ome or moTe or Lhe

provisions of the hill and make appropriate modifications of

other Aipclosure requiremenrs as It has dome with regpect fo
ferelgm securitiecc lisced ar {a) nztlonsl securdtlen exchamge.
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ﬂ—""““—*—“_ﬂltnﬂuEhIEEﬁErﬂllj the power of the Commisaion no repulsve Fprelan
securikien under Sectiom 120g) oppears ro be 23 hrosd oo thee Aolagated with
raapect o listed foveign seccuriniean, thore are ssvera’ f=dizsiiook im Fhe
legislative hintory of Sectiom li(n} which miphe cause zsomenihiog of z
nurdle sbewld the Commisalon desire o apsnd Pz scome oi r2guintion o
presepily in effect e 2o listed socupitlies ev o2 prowlde o2 fuller reguia-
tiop of oyer the counter gecurisiea. The Coagress gove useli approvel of

the cbafus guo ow [oveigp listed pecurities abd s2id Jio 3o 2saT words) ther

nve:~thé;¢ounte; pecuritlier shovld be treated slmilaziv., (o adfizdon, che

Congrese ipdorsed the policies of the Cormission ind tho basic primciplen

and practicel factars waish woze congfdered o gerdilus wp ibe lieied TEirey
éenia. Thue, the Senate Commifttee scatsd {p 29-30, Bemate Rept Wo. 379,

A% Comg., Mot Sesu):

¥our Commitfes recognized that, 1o priaciele, Unized
Stated fnvourowsd i fevelpm gocnritiles ocught o %e affordad
the aome protoctionas 2z are provided for lwwesters ip dowmesiic
gacurities, Az & practical maeter, bowever, suforcopent of Che
gegistration aud veporting feguizemente of S, 166X spaintt foreign
iaguars cuzside the jurisdicrlon of tha lUnlced Suakes wie do por
wolumearily seel fumda im the Amerlicen copital mavketser lisriag
on sp exthapge vould presant sericus difficuieiesn. Yo prevept
the secuvitfss of aurh iesuers from beleg treded in the Uniged
8tarcs parkets vould zeripuely sifect Anerficsn bolders of millloss
of dollere of such foreigy sseuriplea, Indeedd, even ivw the case
of Mleted secuvitics. the Cemmiasics hgo fousd L& pocsasary ke
provide an edempiion from bthe proxny zad insider proviatoms of
Bection 14 and 16 for foreign ioouers, oElor them Norik Amcrica
gnd Cubfin _coepanien. . . o

48 already woted, the Commplosion has sdmfinisterad the

Exchenge Act 20 23 FO auvpld uedse iunterferance wirh the treding

marketn for lorelgn setutritles 2o rhe Unised States. It icg

asgumed that the Commiasion 411 Evest ovey the conuier Soreigy

Llaseers Lo esdapilally che Azes way, . o o {eophasia added)

Thia legiglafpive commesni infery the mrpecsavics af Coogrsaz thed {13
awer She counter securinles should be ireated aors fsvarsblie perhaga Logr:
listed securicise §I) extemiion ovi cthe “ull zrcistuatico and repeyilng foomo

or the prony mud inslder tradiag zules beyond MWozrb Ampcicoe o Cubpn  lafuevs

rhonld psi 3& ogde ., Dolile the comments rogeived s rie acaarcf of Rale
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't;"l;"isiiiivgﬁﬂéaﬁ%resaioma1 intent which I bave concluded are umfounded, any
attempr of tha Commissiom to extend the presemt liated requirvements or
hpplicat!ﬂn of more thap the listed requiremente £o OTC isguere of foreism
securltles which met criglclams of extenslon of congressiomal lnceor would
heve Ko be tshen very gserlfously amd auch ecticns wwld meceszelcorne atromg
cubstantintion of the meed for such sctiom.

| Other recept policiea of the Congrnss and Unitad SEates govermment

such an tho tex om forelpn investment, should alas be consldered as part
of rhe Iegislative intemt for both listed mmd OTC regulstions, amd ag im
the case of the 1935 problem, the S¥ste Departmeat snd other agemcles of
the povermment ghould be consulted im commectionm wich the policieer (o be
gdopted or chamged in reapeck to foreipn securitiee.

B. Repiatration

In principle, the Comgress ard the Commisolom yetogmize that Uniged

States lpvestors ought te Be afforded che same protectliona as sve provided
for lowestors ip domestic sscuricies bt realize that an 2 practical macter
thke emforcement of these provlgicoe wuld be estremely difficeit. The ezeap-
tive gutboricy bkae beso primted 50 &8 o permil the Commiasgion to desl flexibly
with this agoblem. Howaver, the Houpe repore pointed out that fallure of a
.fns'ei.gn isguwer ro reglster {if required) would wot mean that tradisg of the
securicies would be illegal or give woe ro civil lighilicies agelssr broker-
dealers. The Comaisalon, 1n effeck, 1o fighting with its stxongest axm tied,
The forelpgn reglsiration problems in genzral are two-Lold: Fira:, which
foreipn ippuere should be completely encepi: smd Ascoed, what should be the
scopa and mec:ﬁani.ca of the regulatory provislons. Ae to the larer, the
caacents af the forms sod reports ond tche appilcabiliry of prowy amd Insilder
tradiopg provielons =ill ba discwzacd im scparate parts helow. A8 to both

problems, Ehere sust be p differemiistion made amowg linted sscurities, over

the counter mecurities, end securicies the lozuwer of which are dubject to
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- :—~—‘53Etiorf"15'ﬂl.:;‘,l, mad ic &5 proposed to discuga anch clazsee hersin in thas
order,

Initially, it might be comcedsd that the policy to classify private
foreign igauers of the North Amevricsn sphere so as to require ideatfiesl
diaclooures Eﬁd prncaduiﬂn gp dom=stic izsucre should be copvinusd sizmce
this classificeticn affords smaximim prokcectiom to U. S. investors and
there has heen no apparent effort ¢o change the policy. I do mot kaow tha
situvation with respect ko Cuban securitics but some special rules mighe be
applicable in wiew of the politicsl aventz there., The reasoms which gave
rige to the Morch American emception fo the foreign gemerzl rules may well
be applicable at the present tims to additfomzl coumiries or aress. Cor-
kaialy the fector of proximity to thic cownmtry and the facility in the
point of rtime of furnishivg required informmtion hes diminsbed becawnse of
tha advances im trnnaforta:inn and comamicntion. Howewer, the more basie
factors such as diifsvemces im orgemlr corporate structures, accountimg
znd business cogkoms, and the inter-flow of capltal ourkets will have to
b2 studled in coomection with each comtry or srea. |

Apnther preliminary decisfon which affecte sll portions of the reg-
ulatory schene copecrns the Amerlcan {U.5. ) based lssuere which were the
principsl objects of the proposal to amend Rule 32-12-3, fThere {s little
reason to cxempt compaples which, altheuwgh they happen fo be imcorporated
or organized under foreign law, ave predomisently cemed andfor operated im
this country f£rom the full reglocration end reporting proviplons or proxy
and inaider crading rules. In thege caesea, the enforcement problem 1s lasa
onercus beesuna some of the perseoncl and propevriy are located beve, usu-
aliy dusimess and accounting practices are more in conformlty with otandard

li. 5. practises, snd the deckve bo omintaim a . 3. trading market for

their securitiec fs wnieh stromger aod essgublal than do the case of the
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average foreign dlzswer. While it s dlificuic to gemeralice and forswe-
late specific criteris, the astoled corditions cam be EewpeTed by thm op-

povbenity for amsmprion fer individusl compamies on thairs application,

l. listed companies

Unggybtediy, the acepe of Comrlseicn veguiaticn of forelgn over
the coumger .wmitieu will have some effoct om forsigm listed sacmei-
tiea. Mmding o the latost esunt awailebls o zo, theed were 103 ig-
gusts whick had securitizs liasted om the exchonges: 57 goooTnmwmis on
Form 18, 16 m-.Fm:'s: 19, 30 on Form 20 amd 20 em Torm 21 (of which 7 wmra
public igsuers elzeting this form im lieu of Form 18). Praswembly, chese
toeuers wounld mu-n'l:im ghatr listings (mleoss the Cozndgpien’: requirge
meate became weve burdepesmwe. Alse, L the OTC requizemmuts 2z adopted
are the sgre =5 the present reguiressnis for liated ianmﬁ, ths @umbher
of listings wight posstbly lecrsass simes dosoers eould obials ehe adwon-
tago of the eprhznge market withsut sdditlomal onligatioms, Tyem tha
Commiisaicon’n vamtogy point, the listinmg of sseurities sddp & wery Teal
tonl for cafarcememt. IE wms choum fn 1935 thot the exchanpes could be
vory perguasive in maintaining lisrings cnd ccoperative with Commiscisn
efforts to apforcn tha aecuriths lays whem throat of leas of listings was
omticdipated, O£ is nagad that the ificted Foreign Lssyews haws bDeem guite
;:lali.mqmen: ip filimg the regsired mxmeal reports (Mo, Seenoth Vaoghn iz
1963 eoimied o 307 delimquency rasio, ever highwr for foreipn govermmmts ).
‘I‘ha.thmm: of deliscing thege pecurities mdght oowa Che extbhangys to uae

their best efforts Co cavss thege cepovbs to be filed.



= T0

If OTC and listed vequirempnts sre to be basicly the name, perbaps
som procudure for mere effecties soforcemsne could be ewployed shers 1a-
scere eetk fRe privilepge of exchomge trondisg. One suzseoticm is thst of
requirisy &&s Inclusion of conpemt of service of process in the liscing
applicaticn so that the 34 Act provisioms csuld be jedicially emforced

im tha lacwer's eovatyy of imcorporstion,

Porcign Lspwsra vhese szeoyvities epre tvaded owver tha coupter sre
Idintﬂ.ngmishahlﬁ from diasuers with listed saeuritdisa in oo very feporsemt |
raspect, that fo they ave intergstad anouph L9 o Azsrlesn reading oezriat
tor ehair seqwitisg to volumtarily apply for Ilsting snd sobmdi te the
evetractunl regeirements of the exchenpe awé rhe seourities vegulation of
thla eomitry. The desire to maistaia a tradimg market will vndoudbtedly be
the enly feroe whick com make foreign izsuers submit co any form of OTC
regulation. Hosmver, the experienee undsr the listicg provision is of
iimited applicativa bacavwge the iefleopes of the stock exchamgos will met
be greaant. The Copgrass hog determimed Chet the Crading in wregistersd
forelgn seenribima msat not be abolishad, These fartore indicste thae

vhatgwer diseloauwsss aze mide by foreism fasuare will hewe to be shtaired

breauce of thelr willimgreos to do sn amd such willimgnese will be bosed

[ —

ypen thedr cun decire t;:n mintsin geod relations with Averiesm {fAyeskors.
An in thoe cose of Listed securities, the snfovcenent of the O0TC ragulaticn
ﬂ!ﬁ.tﬂt'. be Lndireets, odcher chrovgh rhe State Departmeer or the ssoozitics
induptsy. The Copmission’e oaly dirsce step womld appesar o be chrowgh

the presulgatios of snisz vequiviag bealizr dealers meoitieyr morksts in or



TSIQETITAN 300 Ff sronssy pode;csifes mByeszey zo oyysszup o3 Iosdsad q:rp::.

ATE3 HO Y 03 SIQIITENOS USTIEARCIW) LW PO polprbel sm pamaﬁaz'-ﬂ

00 SIF EDEIIINSIR Sy IFqE 515dhqg sagzjoedsoxd ol Jusmelene &a‘;mﬁw_ + 3

-t 5

s

Wicy @un Of o4 PIneS Sy Codejsdoride om SaInseiROoTP ﬂﬂrs

v IR 9¥gy “230dsy oEno@ oYy OY Pﬂﬁsaﬂﬂmﬁ n#

Iz poecdsy DILSGWSITHERZ YooR. pRDG 90 91 CARY '{1;& mm'['rﬁm m[: mu',r
T o3 wavps wrEn e 19 aweddv pinan 3y “sucpeyacsd an:;:wma;ﬂm aq:g :

c3 Iafqe mom LJp2ITETI[e SIT EiSRUey Wjelsy IO msﬁrra amwm

‘ERATSYERGR SILnedy pow sxTemTEEy oguz fq ang Mﬁsm W:I ﬂtl pm
~3733p 3007 Sas nIRer=Isnbex Fwyseyy 3yl o3 ::ai‘qna Er:aﬂﬂﬂ*; ;q ﬁnﬁs:w'_ .
oYY PERERDq JEORIIRG] J00 FY LCTORTEROD IG3 IO ms'w:wﬁm : pam!--
-5} 33 ewasmexynbex zqy Buysrcgue o SITROTIFIP 249 EﬂxiHWEééfé m}%#??*?s:;
® 1 37 3I%G "FUFIFTY §O 2SS oY) Gf v UPTATIRGI. DY0 303 iig-;mﬁmﬁ.n- '
400 §f USTREIPIEMTOA °EITMIED IT2GY WD pEPRId COTILANGRE- m n: ‘anminm._'j

I OFRSRNeXT H3ead ThHI IO mwmm pesofivy ziwe aﬂa:n @':I: mims a:m_.'

Eygazyee pow suyd °zuszeymy FUEPEAS Jo BIISITEY A3ghapas em '

P e i .
%3 Woyazedalr pow w;:mwﬁa: Iy o0 o3 ::m[qnn DIBHEEY wim; pa“ﬂq

"3 potne SRS Ty BV SO TAGeY W BT SIS e w0 pinoe 33

35qa 3deons susgiwra¥es 0I0 eqs mesy sdmswe A719303 og pYROg axEnEsT oito
=307 3O CHOFTIY JIFHE OF GP TOISATOWSD Suw AoPELIT O3 of4l FOW @9 X

R EVI TN

=E2a HwIRyec o3nt o3snsey =faiey anlssd o3 3NzazR AqhIdy pm SX0} G

-0y Teapismy 40 AJpAaFIsr HIRIancIip DIOLR USYIR SOl amoNg- pasm,;a;ﬁam .

UWRIEILy 031 dod%21 QIR SASNSLYLOTY oNES 03 FORILATHGS qma @1 En-;p:m

—uq




!ml_ nmca:ﬁr’m'hnﬁ'mmum O

e —— =

or brokoredgelszs cowld ba rﬁmimﬂ.tw Brmish sueh informetion as is
_ﬂvailahlep i.9. sommal Teporta ebc., e prosoective fiovootors or ta

cavge the pablicabien thersef Lo lvveetmeat services. Atothar and pepe
haps addizional precadw's woukd be to siloy market smkers te fﬂm the
reginteation statement on behalf ef the feswer provided thot such regis-
tratios stotewset focludsd gomz dogeee of information appropriste uwadew
tha cirevrgianeos. This procedurn was accspied for rowporary reglstra-
tiom uvnder 3ockice 120b)} i 1935, but wey rajectad by the Commissiow for
pormenene regfatration. Taeseé mpthods workd et lasar serve to infore fo-
veakoxs of £by leck of ovallable ipforzatien amd put them en mollen Chat
the meykat gricz wes Got bassd am raliable Informaticn as ik the csse of
fully regintered isovors, The avpnaent what only sphisticated isvestors
deal in foreign securities should oot be velied upsn tes beawily, Wor
erosid the wwmning thar foreipn countriss ndghe Enect requlresEata o
fmarleer flmemeing cbrood a2 3 rvepriasal fo our setficm. The bssile kool af
corplismpee 2 Co pot the forelgm issucrs im & posikion whsarsby, L£ thay
gill weat {n the Tubvxe to ugse Armricom capits] mafhets  they will maks
owailebls, drectly or indirectly {through market mehkers ), the sam type
of dizclopwres regulved of domestlc concewme.

The problen of bearey shartes i sipnificami koeouzg of eha diffi-
cuhty of énperxmiving the volume of suewmritics, Tember of Aamricsn Elhra
g8 wil &5 egrtain other Sfficuitiecs, suck as wotice of wreting ol
ing of sgmusl yepovic, ete. ¥IC wme sugmested 4b owo fima chae all Emig
avcuritios he traded .im thfe scuetry In the fopm of ADEs. This procsdugw

my hawe some aryli for the boarer shaze probiem.



3. Seerisp 15{d ies

Isawezs gubject te the reporting requiremeats uf Sectlon 15{d) hewe
demomstrated thedr Azofre Lo seel fmerlesn capltal and the =ililingmegs te
suﬁmﬂtp st lespt at the tiom of the "33 Act Bopulation te the Commissien'e
full diselssure yequiremeonike. Becawso of these factoze and tha émumtim
that thoy wweld agein coek cepitzl im this epumtry, chese issuers should .~
probshly ke the objoeh of redpivenumis to bkaeep such originel fanfovemedon
up to dete, Of couxrse the sctusl Seckion 13{d) obligaticn ip seopendsd
as tong sz theee issverg ere regietered umdey Ssction 12, but 1f the oy
md losider trading provisioss are oot intemdzd to be spplicshble to Foreigm
ilssuara, thin would make Littls difforocmes om &hs dieclosure Tequirsssats.
Ik chouid be axpecked that veluntsyy compliamps for mest im thses cotzony-
les worsld be ode, bowwer, some type of abreviated form for registratioe
upder Sectiem 12{g} d{2nd perhags Sectien 12b ) szbepid bo prowided forx
these laswora, Bof oo epmopiicn 1s comsidared sppropriste, and the sz
type of oniercamnt provisicma, that is throwgh broker-dealsy disclosvxes,
ghould ke spplieable gven. though rot mhj.eal; o Sectiem 124g). It is
notad thar the reporting delinguemey ratio for 15(d) companies ia fairiy.
low: an of Septerbeor 1963, of 23 issters redeired Go file, caly fiwe

WYY &aiiﬁq'mﬁt' % frow foxael mmd coe Bahamson ).

G- Porwms for Jepgiotretiom snd Repoviies

Thkers i mo dowbdt that the exect scops of imfermaticd pequired im
the registratiecn 2ad reperting foyen, ag lediezsted by the 1935 expervlepce,
will heoe o etremg influvence im the determdnetiom of forelign isauczs o

coeply or nof to ecwply with the vegulacion rogquirements. If the forms
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are limdted vo infermaziom usually released by oveh issusrs and Fesson-
able 1o tevms of ¢he 2ipe reguized to cooply, thenm =2 sbrompsr 1ikalihosd
of welumtawry éamplinﬂ¢$ ik reault, What {c rerssnahls depeudy, of
coursa, wpon the przascent aceounfting and finmocisl practices aud orgamie
Ioen apd customs of cack of the subject ostiens., Certain ismsvers weuid
go furcther i their interant {z meimtaining a markat for ies pecuritiss
im rhis emmatry iz ciremg or oo empieal fﬁ.n&ﬁcmg hsre i aaticipated.
Separate cyps forws wwmold have to be promelgated if sove or all wors
pormiciad regiztration by a2 broker-dealer omablat wmober o Ehair behalf.,
Thin memprendum cepaot offer ane comerzro swgpeation gines oo derpiled
malysis of tha forms wore mede. Bamewey, it 1p probobivy ecourate go
scags that amnual mp&rta showid be desipoed worsly to up date tha {g-
forcacion in the oripinal rogistracion and thai CurTent reperes would
srabably be inappropreiate.

& malo preblem fndiestoed ie whothsr the forms sheuld ba fdemzical
foy 1iaked 8i3{d} and 12{g) Smsuera, or whethar some Jiffervoees ahowld
be made bassd on the asemmptfon thst listed osad 15(d) ciopamies would be
willimg ¢o Suwrnfalbh more isformstion. Yoo blatory of foreipe fzawsra amd
Section 12{b} ladficates that the policy detexminscion in these r=specta
chould be amacumesd prior to or ar the tiow it fs degided wbich compamics
will be roquired co pagieter, As bhefore, = skromger siapd thapn rthe isg-
sunrg would ba #illine to comply with may cawse the Commizaiom Lo ﬁawe o
Cauper lts requivemente. Howsver, thn Commfisgion is chayged wikth rhe
dety to obtaie as mych discloswre ng possible, snd ves successful bafore
by mot fully belicving the strong crivicipm amd dize mdictﬂ.ﬁﬁg of

wholecale pop-complistee.
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Oow oipsy corrseiien should o made in the present repsvileg Té-
qelremente. Techunically, Sectfom L3{d) lesmers muse file amowsal reporte
o2 Form 1G-E, while lisked isswers can file om Form L8-E thev Ziaf, with
the reeult ther Llisting mmllg_miﬁms the peops ol Moclesmre. It
gould seew thet listod isswers should hawa the mogr complete rsquiremsels.
D, _Fromy Bules

Althouph Scctiom Lléfa) and 14{c) corexy all secarities reglotered
wmday Seetionm 12, ethn pelmary agplicetien of the prony rules iz im coomse-
glen with couity secerifles omiy. I ors coupidored ehnt o wview of ths
Tary srll mwbar of forelws cquity seowwitdisa listed mmd eha chrious en-
forcement predlews, sed prvheps vodes burded o e fasuers, it would bawe
bern forfls te risk dalistime by subjectimg theas ixeusro o the proay
rples, In che eass of debt securltles, it wae ected that more ofken than
rot , chers solivizntion =ere wecasoary, GfRe subiect mortar dwwwived chawgeo
fm the geeovibty sewmtime te 5 “sow' ancuzity amd'ld fcr registration was
goeasazzy. I do gof tmew ths soluews of OTC issusrs of foreipn sgquity
gesyricies, Hooeoer, it would seX be cvwoisvent o subjant 12{g} compsmiuo

| to the grewy ryles wslese che iisced ingueps BHES alot treatsd the caos,
md ths congressicmal reports imfer thaf egither listed ox QIC issooirs oo
atromz candidetey for this Rype of disclomwes,

Thera arf soverdl setheds of chtainimg aoow {sveskor protectles in
tha prory zved, Op2 iz te scbloct “Ameriesn begped™ lgsvers ks khe proy
roles oo wes cugproked for lictod isseers emder the propossl to auwend
Eulé 3al2~3, Amsther o ko foilow the erviplnal drafky of Rm:.ef ALE amd

meguire full eovplissca whepe Avorigen stochkholders are seligfted by the
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iﬁmmﬁm & ghivd eould b o soeilve Filimg wieh ¢he Cumstuninu of e
matorizd peoe T B, 5. beldevs and o genarol “false mud @lelsading' o
gulzersnt but gz 4ovmdiad eoheduder, covpsiiwian e Comrdpalen vo Svjsle
serfaes worepmeedorerion, Aoy of tlwre runeduves eveid cespeles aogtady
of tbs crEwodt gpogifors of fovelsr fesasTr aod prchoe the wafiarosat

of the vules o Emnifﬂa EMEET EpA o £rGmE.  En ooddicicn, om womlaabied
of ohp danaor ﬁé tveal ewecrapliamon wiwld ba genipamy.  Soo eroundure f
gt slso amifcl the ald of warher ssbive =v ovher bielne -~dpsliers in -
Cormdosion: smenillomen off the grony pEocaduroe avan wlwowak s eseoption
in greoted,

Seetios Aic ) hoy vreszad o sroblom wndek pusl e sored,  This mew
sectian vogairee the samdimg «f 2o Deioswatien sratemeet by luswers mon
soileiting mewrdas med by 1t eotws ayplfes o 2l sscoritdss reglotwssd
ﬁd@r Sactlem K2, Bowwors, ir dwis wor epeciliy thet “preopted seesrities’
FED @9E esuoTog, oo gresanhly Kne (Sreeicedosr coumot cizesify foraign
secweltior &n "tomopied’t sed tharpby soliave Shes of Pds oBliputdow,
£ shmﬂd. b Dotsd 2het Rule 3eideY wmempta sech lnswre fron ouhsectios
(2} of Seciden 34 euly ). The pespored Depuistles JAC w2El cherefaxe hewa
to specifisnily orclade foretym Egunays foy ohich Jowmm 18 thew 21 haere
becw flied, A cheoge An el 3al2-% de mek sucderized in dele uzes.  Ag
ml:r OIC ieswarn, =he Gemdesicn’s mntherity s cleasy wmenr Seckiem 327h) ke
cxeapt toswern frowm beth Seecions Mia) and ek

1 heve inforaed Me. Sheppe of thia affuaries and he atubad fhai i%

WAE G0 ApEIrent ovarelpht in svomtsed Bepalatios
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B, Ieoidsy Tredimg Roles

Sactien 16 by 1oz torme anly applics £o sguity seourdtilss. The
eonsideracion of fow loswors, Jffieclt smforcouset threat of dnliativg
and differsmt custizn were rospensible for the ewempiion of foruigs
iipted gecwwizies from those requicoewate and the s respeming wmust bo
applied in coansctien with OIC fssvers. In addicien, 16 would sppeas
ceeagsary to ba corsietenr iu sotting vp the repictracion and zarmyriing
forms with 46 eriiom tekew with respact o Ssetfom 16{a) reparim. A
present the forme do wot eoquirs detoiled holdimes of officews amd dir-
actars.

Agaly, Amrican beged lneunrs should be conmidived Sor sovovage
wndar Seetion 16 for the sews ressams ss set forth for ihw presgy rulen.
It addition, sowr cctsideration could be glwes to requirfsg roports from
O, S. residsnte although an objectiom chet swvch preceduse 1o decrisiperory
mlght apmat. valid,

Figgl
Sipes this veesresdum lp intendsd omly o trase the leglalatiss and
atnirdstratien sebioms vith xespeek to listed fovelsgn sccurdtien, I o=
aseareiat 1imltad by lazk of Mpovlcdire of the sesre wd Tesuits of the vhala
poedy of {avelps sqacuritics beivg coudusted, to poussnt any covprehareive
conclustcn vz Tecommndstion, Bowsver, I shall b plozsed to clerlfy the
material peosemted bovein or to deowge or cupmmd, 1f poesibls, this

oeicrial &t amy tlm,



