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Office of 0. g .  Lennoxt Chairman, Ontario S e 0 u r i t i e s  
Commission in T o r o n t o  

O. E. Lenn~xt Chairman, Ontario ~ e c u r i t i e s  Commission 
Messrs. Cameron, Col l ins  and Uetmore, S ta f f  Members o f  the 

Ontario Secur i t i e s  Commission 
6eorge L. Jen~ison, President,  Toronto Stock Exchange 
A. J° Trebilcock~ Executive Manager, Toronto .StockExchange  
Beverley Matthews~ Coimsel, Toronto S~ook Exchange 
Earl Robe~tson, Chairman, Broker-Dealers f Associat ion o f  

Ontario 
U. M. Wismeri Executive Secretary, Broker-Dealers' Associa-  

t ion  of  Ontario 
Jack Kingsmill ,  Investment Dealers ~ Associat ion 
Commissioner Adams and Messrs. Woodsideand Barlock o f  the SEC 

Mr. Lennox opened the afternoon conference by re~iewin9 general ly  t h e  

d iscuss ions  had in the morning. He referred s p e c i f i o a l l y  to the South 

Canada Uranium case (the "Delaware corporation" problem) and s t a t e d t h a t  

in his  opinion the so lut ion  to the problem would be to impose upon American 

companies us ingRegu la t ion  D a c ondi t ionrequir ing~them to qual i fy  the i s sue  

in the province of or ig in .  He thereupon ca l l ed  onlCo~nis.sloner Adams to 

s tate  the pos i t ion  of  the SEC in the matter. Commissioner Adams, however, 

ca l l ed  upon the members of the industry to s t a t e  the problems and concerns 

which motivated the request for an amendment of  eegulat ion  D. 

Mr. Trebilcock expressed a fear that cases Like South ConadaUranium 

are going to have (1) a bad inf luence  on the reputat ion of  Ontario and (2) 

a bad inf luence  on the American inves t ing  publ ic .  He made i t  c lear  that 

he was speaking from the standpoint of  the Stock Exchange. He stated that 

'ii!iii.!~i L~ M~r. Lennox has donea  good job in Ontarioand that the formulae worked out 

7~_'". by him with respect  to  vendor s t o c k  and escrow agreements had worked out 
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very w e l l '  In connect ion with the problems of the  Toronto Stock Exchange, 

he re ferred  to r e g i s t r a t i o n  statements  f i l e d  with the SKC covering s e c u r i -  

t i e s  which are l i s t e d  on the Toronto Stock Exchange and where the regu la -  

t i ons  of the Exchange have not been complied with .  At one time, he said,  he 

had suggested to Mr. Krol l  that  i s s u e r s  o£ s e c u r i t i e s  l i s t e d  on the Exchange 

should be required to meet the requirements of the Exchange. He inquired 

whether there was not some way whereby the SEC could advise  r e g i s t r a n t s  t h a t  

the requirements of  the Stock Exchange must be met° He requested that  the 

Toronto Stock Exchange be advised whenever an i s s u e r  whose s e c u r i t i e s  are 

l i s t e d  on that Exchange has f i l e d  a r e g i s t r a t i o n  statement under the S e c u r i -  

t i e s  Act of 1933. 

Commissioner Adams said  that  we could advise  the Stock Exchange when- 

ever  we r e c e i v e  a f i l i n g  by an i s s u e r  whose s e c u r i t i e s  are l i s t e d  thereon, 

or we could send $o the Exchange a copy of  the  prel iminary prospectus  f i l e d  

with us.  Mr. Trebi lcock  s ta ted  tha~ t h e  second a l t e r n a t i v e  would be  p r e f -  

erable  and i t  was agreed that  the D i v i s i o n  of  Corporation Finance would send 

to the Toronto Stock Exchange a copy of any prospectus  which i n d i c a t e s  that  

the s e c u r i t i e s  are l i s t e d  or proposed to be l i s t e d  on tha~ Exchange. (Mr. 

Trebi lcock pointed out that  i t  would be a v i o l a t i o n  of  Stock Exchange ru l e s  

i f  an i s s u e r  represented  that  the ~ e c u r i t i e s  are to be l i s t e d  on the Exchange.) 

Mr. Robertson was c a l l e d  upon next  and s ta ted  that  the  b igges t  t roubles  

f a c i n g  members of The Broker-i]ealers  ~ A s s o c i a t i o n  Were (1) t ega l  f ees  invo lved  

in g e t t i n g  an i s s u e  q u a l i f i e d  under Regulat ion I), and (2) the length of  time 

i t  takes to e f f e c t  fac tua l  changes in the o f f e r i n g  c i r c u l a r  and to c l e a r  ad- 

v e r t i s i n g  mater ia l .  Referr ing  S p e c i f i c a l l y  to the  f i l i n g s  under R e g u ~ i o n  D 
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by Delaware corporations, Mr. Robertson stated they are unfair to Toronto 

dealers and constitute "unfair competition." He said, too, that Regula- 

tion D has not worked too-well from the standpoint of The Broker-Dealers ~ 

Association since the members have found it necessary to "hire" American 

dealers to "complete the deal," 

Mr. Woodside pointed out theproblem of largelegal fees in¢onnec- 

tionwith Regulation D filings was obviously outside thescope of the SECts 

control and would have to be solved by the persons attempting to use the 

Regulation. When pressed by Mr. Robertson to name a figurewhich he (Mr. 

Woodside)'thought would be reasonable, Mr. Woodside statedthat, in the 

ordinary case involving no undue complications, ~ fee of $I,000 to $2,000 

would, in his opinion, be reasonable. 

Wlth respect to the second problem raised by Mr. Rohertso~, Mr. Wood- 

side noted that Regulation D~ras still in its experimental stage and that, 

under such circumstances, proce:~si.ng general.ly i s  slow, He frankly ad- 

mitted that the processing o f R e g ~ l a t i o n  D f i l i n g s  had been assigned to 

one Section of the DivisiOn of Corporation Finance and indicated this 

might be a poss ib le  reason f o r  delays in clearance.  On the other hand, he 

pointed out that much delay has resu l ted  from the fact  that  many f i l i n g s  

are poorly prepared and require extensive  and time consumlng correspondence 

between the D iv i s i on  and the  i s suer .  In any ewent, he s tated  that he would 

take steps to expedite  as much aS poss ib le  c learance  of  these  f i l i n g s .  
with. 

In c o n n e c t i o n / t h i s d i s c u s s i o n ,  Mr. Woodside gave the fo l lowing summa- 

r i e s  of the f i l i n g s  under Regulation D s ince  March 6, 1953: 

_________" 
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Cleared 42 
Pending 17 
Withdrawn 3 
Suspension Order 

Nature of the Enterprise:  

Mining 
Oil and Gas 
.Ll!mher 
Commercial 
Industr ia l  
Mining and 0 i l  and Gas 

Province or State  of Incor 

Ontario 
8uebec 
Alberta 
Delaware 
Br i t i sh  Co l~h ia  
Saskatchewan 
New York 
Dominion- Companies Act 

i 

, 63 
i 

9 
1 
I 
i 
.i, 

)oration: 

3O 
8 
8 

IO 
3 
1 
2 

With respect  to the Delaware corporation matter, Mr. Woodside stated 

that insofar  as the SEC i s  concerned, grave problems of power and po l icy  

are involved in making the use of i n t e r s t a t e  commerce in connection with 

the sale  of s e e u r i t i e s  o f  American Corporations dependent upon get t ing  the 

approval o~ some foreign j u r i s d i c t i o n .  He noted, too, that the i n a b i l i t y  

of the Toronto broker to complete a dLstr~butlon i s  an economic problem 

and proves only that i t  i s  preferable  to have "a dealer on the ground." 
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are ready, willing and able to abide by the laws of the United States. 

However, he said, they were lead to undeTstand that Regulation D was 

promulgated on the assumption that all the provinces Would cooperate. He 

referred s p e c i f i c a l l y  to the Montreal s i tuat ion;  s tated  that th i s  presents 

unfair competition to the Toronto broker and that, in addition, Toronto 

brokers are being blamed by res idents  of the United States  for the Mon- 

treal  solicitations. He asked specifically what the Commission intends 

to do about recent solicitations and sales from Montreal. Commissioner 

Adams expressed the view that the Montreal situation is pretty well under 

control at th i s  time. Be referred to the recent cance l la t ion  of s e v e r a l  

broker=dealer reg i s tra t ions  by Quebec author i t i es  and expressed the hope 

that certain extradi t ion proceedings ar i s ing  from a fraudulent stock s e l l -  

ing campaign from Montreal would have a salutary effect on the over-all 

situation, 

Mr. Wismer referred to the Delaware holding company problem a n d  

stated that this too constitutes "unfair competition' inso£ar as Toronto 

brokers are concerned. Mr. Woodside stated that the first filing of this 

kind had come to his  personal attent ion,  that questions had been raised at 

that time as to whether or not Regulation D was avai lable ,  and that he had 

advocated a l en ient  construction of the Regulation in the hope that devel -  

opment of Canadian resources would be facilitated;thereby. He stated that 

':('1" ',' 

the matter could probably be handled administratively and expressed the 

thought that a strict construction might be a step in the right direction. 
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A g e n e r a l  d i s c u s s i o n  was had concern ing  the  d i s c l o s u r e  requ ired  by 

the  Commission in  the  T ide lands  Copper case .  Commissioner Adams noted 

t h a t  the S e c u r i t i e s  Act o f  1933 i s  a f u l l  d i s c l o s u r e  s t a t u t e  and s t a t e d  

t h a t  the  Commission thought  i t  had gone a long way i n  r e q u i r i n g  a d i s -  

c l o s u r e  o f  the type  t h e r e i n  made. When Mr. Lennox expressed  h i s  genera l  

d i sagreement  wi th  ~ t h i s  method o f  handl ing  the  problem ( a l t h o u g h h e  s t a t e d  

i t  was b e t t e r  tha~ n o t h i n g ) ,  Mro ~at thews  sugges ted  t h a t ,  as an i n t e r i m  

measure,  the  SEC might i n v i t e  the  Ontario  S e c u r i t i e s  Commission to s t a t e  

whether any such i s s u e s  would be q u a l i f i e d  in  the  Prov ince  of  Ontar io  and 

r e q u i r e  t h a t  the reasons  f o r  the i n a b i l i t y  to  q u a l i f y  be d i s c l o s e d  in  the  

o f f e r i n g  c i r c u l a r °  Mr. Lennox apparent ly  was not too h a p p y w i t h  t h i s  sug-  

g e s t i o n  s f e e l i n g  t h a t  i t  would put him d i r e c t l y  "on the  spot°" Commissioner 

Adams sugges ted  t h a t  R e g u l a t i o n  D could  be r e s t r i c t e d  to a grea ter  e x t e n t .  

He p o i n t e d  out t h a t  i t  would probably not be too d i f f i c u l t  to  w r i t e  i n t o  

the  R e g u l a t i o n  p r o v i s i o n s  l i m i t i n g  vendor sha~es  and r e q u i r i n g  t h a t  funds 

and s e c u r i t i e s  be s u b j e c t  to  escrow agreements°  Ur° Lennox r e f e r r e d  to 

the  morning d i s c u s s i o n  on t h i s  p o i n t  and s t a t e d  t h a t  any such p r o v i s i o n s '  

might be d i f f i c u l t  to  admin i s t er°  He d id  f e e l ,  however, t h a t  a p r o v i s i o n  
. : 

r e q u i r i n g  the  escrow of  vendor s tock  would be b e t t e r  than a p r o v i s i o n  r e -  

q u i r i n g  funds to  be escrowed u n t i l  an amount s u f f i ( i i e n t  tO meet the  i n i t i a l  

requirements  o f  the  company have been obta ined°  

Mr° T r e b i l c o c k  i n q u i r e d  wi th  r e s p e c t  to  the S E C P s p o s i t i o n  on the  so -  

c a l l e d  "black l i s t " .  He was adv i sed  by Commissioner Adams t h a t  the  l i s t  

i s  s t i l l  in  e f f e c t  t t h a t  no a d d i t i o n s  have been made s i n c e  June, 1953, and 

t h a t  absent  an outbreak o f  i l l e g a l  s o l i c i t a t i o n s ,  the  l i s t  would probably 
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gave him a copy o f  the l a t e s t  l ' i s t '  In t h i s  i connect ion ,  Mr, T r e b i l -  

s t a t e d  t h a t  he would communicate wi th  i s s u e r s  whose s e c u r i t i e s  are 

d on the  Toront, o Stock Exchange and would endeavor to g e t  t h o s e  

i s s u e r s  removed from the  l i s t ,  
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