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le. This guestion alses the problems which are
now being considered. The Commission is undertaking
to revise tiae reguirements with the view to elimlnat-
ing questions, the answers to which would involve
unusual expense or delay and at the sesme time are not
informative from an inAvestor's point of view, It might
be noted that in many respects the Engiish Company's
Act imposes f'ar more strict burden.

2. () Tals 1s but & reflection on the generally
accepted view of business men that directors need not
direct. The law regards them as trustess {or the stocke
holders. They should assume the responusibility which
is implicit in theisr office or resizn.

(b) After all, this is merely an srgument against
the whole Securities Act., Congress has declared its in-
tention of requiring full, fair, and honest disclosure,
It 13 now part of the fundsmsutal law of the landj cor-
porations c¢an no longer seex funds from investors without
giving infomation to which investors are entitled.

()~ The same cemment can be made a5 to 2 (b).

3. It will be difficult for tials Commission to take
the position that the standard of Justice 1in the Federal
Court is higher than the standard of justice in the Saste
Court, There are many instances where Federal law may be
enforced civilly in the State Courts. As far as strike
sults are concerned, the Act itself gives protection «hich
no other statute, Btate or Federal, has heretofore given,
namely a bond is required to hé flled by the plaintiff for
costs, and costs, including actual attoineys! fees, etc.,

" can be assessed against the plaintif?r (The defe dant can

hereby be guaranteed reimbursement o right, an
Irrespgnﬂ?bﬁe snysters can no ionger capitalize thelr

nuisance value.

4e This question is based upon an erroneous assump-
tion. Undersriters are llable only for their pro-rata
participation, except in one single instance where they
receive a larger percentage of the spread.
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5, {a) The plaintiff must prove now that the
prospectus contains a mlsststecpent or failiure to Btate
a material fact.

{(b) The English Act requires the defendant to
ghow that he was not nezligen and that he acted in good
faith, It 18 far sasier for the defendant to prove his
ebsence of wrong-doing that for the plaintiif to =zstab-
1ish negligence or bad faith. The evidence 1s entirely
in the control of the defendant.

(¢) The Commission feels that the present require-
ment, casting upon the defendant the burden of showing that
the ldss was not due Lo the misstatenment, 18 esscntial to
the fulfiliment of the soclal alms of tihe Act. It will be
important to note how this provision worke out in practices
without theo.ioing too auch we ca&n sdopl a pragmatic view
t6 Tirnd out 1ts vorzabliliiiy.

é. The Commission by one declsion {Lauuls) snd 1in
aany interpretabtive declcolon: has lalken the position that
subh-underuriters and 3mall deslors exsercise due care if
in good fuita they rely upon deta suppllced by reputable
sceountanta, lawyers and euginesra.

7. Az & matter of zxpevience in the Federal Trade
Commizsion, twnty days iz ainost an ansoluts minimum
for paszing ugon a ststement. [t 1s our opinion that this
deley mas notv tiae sllghtest mflect on securing firm com-
mittmentsa

8. (&) This 1s & vressousble suggesvion for considera-
tion by the Commisslon. We are trylng our neal to harmonize
to avoid dupllestion and to arrive at classifications that
#1l1l be for the protection of corporations and their in-
vestors, but no definite decision has heen arvived at.

(b) This presents an impossible program. We are

& Commission for {iling and registration of information and
not for glving approvael. This suggestlon would entail ex-
amination into every piece of property owned Ly the filing
corporation and from the Commission's point of view would
be very dangercu8 in that it would involve nacessarily ap-
pearing to bz glving approval. HNeising would more clearly
put the Coummission Yo the spot®.
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