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FEPRCOLCED &1 THE HATIDNAL MACHIES

EEM DM OF CONFERE

DATE: August 31, 1954

PLACE: Office of Q, E. Lennox, Chairman, Ontzrie Securities
Comml ssior in Toronte
PRESENI: 0. E, Leangx, Chairman, Ontaric Securities Commlssion
Messrs, Camerow, Collins and Wetmore, Staff Members of the
Ontarie Securities Commission
George L. Jeenlson, President, Toropto Stock Exchange
A. J. Trebilcock, Executive Manager, Toronto Stock Exchenge
Beverley Matthews, Counsel, Toroato 5tock Exchaage

Earl Bobertson, Chalyman, Broker-Dealers’ Assoclation of
Cntaria

‘W, M, Wismer, Executlve Secretary, Broker-Dealers” Associa-
tior of Omtaxie
Jack Kingsmill, Investment Pealers’ Association
~ Comulssioner Adams and Wessrs, Weodside and Barlock of the SEC
Mr, Lennox opened the afterncom conference by reviewing generally the
discussions had in the morning, BHe referred specifically te the South
Canada Uranium case {the "Delaware corporation™ problem) and stated that
in his oplrion the solution to the problem would be to impose upor American
companies using Regulation D g condition requiring them to qualify the lssue
in the prevince of origin. Be thereupon called op Commissioner Adams to
state the position of the SEC ip the matter, Comalssloner Adams, however,
called upon the members of the industry te state the problems and concerns
which ﬁntiv&ted the request for an amendwent of Régulatinn D.
Mr. Trebilcock expressed a fear that cases like South Cannda Urapiam
are going to have (1) & bad influence on the reputatior of Ontario amd (2)
a4 bad infiuence on the Americer investing public¢, Be made it ¢lear that
he was spesking from the staudpoint ef the Stock Exchange., He stated that
¥r. Lennuvx has deone a geed job in Ontarie and that the formulae worked out

by bim with Tespe¢t to vender stock and escrew agresment: had worked out
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very well, In conpection with the probiems of the Toronto Stock Excharge,
he referred to registration statements filed with tﬁe SEC covering securi-
tles which are listed om the Toronto Stock Exchange and where the regula-
tions of the Exchange have not been complied with, At ope time, he zeid, be
hed suggested to Nr, Kroll that issuers of securities listed oo the Exchanga
should be required to meet the requirements of the Exchange, He inquired
whether there was not some way whereby the SEC could advise registramts that
the requirements o¢f the Stock Exchange must be met. He vequested that the
Toronto Stock Exchange be advlged whenever an issuer whose securities are
listed oo that Exchange hes filed a registration statement under the Seguri--
ties Act of 1933,

" Commissloner Adams ssid that we ¢ould advise the Stock Exchange when-
ever we receive a filing by en issuer whose securities are listsd thereonm,
or we could send to the Exchangs & copy of the preliminary prospectus filed
with us. Mr. Trebilcock stated that the second elternative would be pref~

erable and it was agreed that the Division of Corporation Fimamce would Send

to the Toronto Stock Exchange a copy of any prospectus which indicates that
the securities are listed or proposed to be listed ¢n that Exchamge. (Mr.
Trebilcock pointed cut that it would be a violation of Steck Exchange rules
1f an issuer represented that the securities are to be listed on the Exchange,)
Mr. Eobertson was called upon mext apd stated that the biggest troubles
faclng members of The Broker-Deslers’ Association were (1} legal fees involved
in getting an issue qualified wnder Regulatica D, and (2) the length of time
it takes to offect factual changes In the offering circular and to clear adw

vertising material., Referring specifically to the filings under Regulgion D
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by Delawaxe corporations, Mr, Rohertson stated they sre unfair to Toronto
dealers and comstitute “unfair coupetition,"” He sald, too, that Eegula=-

tion D has not worked too well from the standpolrmt of The Brukerﬂﬂealersf
Asseclation since the members have found it necessary to "hire™ Awerican

dealers te "complete the deal,”

Mr. Woodside pointed out the problem of large legal fees in conneo-
tion with Ragulﬁtiun D ftlings was obviously owtside the scope of the SEC's
control and wonld have to be solved by the persons attempting to use the
Regulation. When pressed by Mr, Robertson to name a figure which he {(Mr,
Woodside) thought would be reasonable, ¥r, Woodside stated that, in the
ordinary case involving ne undue compiications, 4 fee of $1,000 to $2,000
would, in his cpinion, be reasonable,

With respect to the segoad problem rtalsed by Mr, Robertson, M1, Wood-
side noted that Begulation D waz still in its experimental stage and that,
under Such circumstances, processing gevnerally is slow, He frankly ad-
mitted that the precessing of Regulation B filings bad been essigned to
ore Section of the Division of Corporation Finance and indicated this
might be a possible reason for delays in clearamce, Or the other hand, he
poiated out that much delay has resulted from the fa¢t that weny filings
are poorly prepared and require extensive and time consuming correspondence
between the Divislon and the lssuer. Io anmy event, he stated that he would
take steps teo exp&ﬁite as much as possible clearance of these filings,

In uuuneatiﬁi}ghis discussion, Mr. Woodside gave the follewing summa-

ries of the filings uader Regulation D since March &, 1953:
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0

Received &3

Cleared 42
Pending iT
3
1

Withdrawn
Suspension Oxder

Nature of the Enterprise:

Mining

011 and Gas

Lumber

Commercial

Tadustrial

Mining and 01l and Gas

o frrro

Proviuce or State of Incorporaticn:

Outario 30

Quebes a

Alberta a

Belaware 10

British Columbia 3

Sasketchewsn I

New Yotk 2

. Dowinion Companles Act 1
&3

With respect to the Pelawsre corporation metter, Mr, Woodside stated
that inzofar gs the SEC iz concermed, grave problems of power mnd policy
are involved in making the use of irmterstate commerce in conmection with
fhe sale of securities of American corporations dependent upon getiing the
approval of some foreigm jurisdictien, He noted, too, that the ilnability
of the Toroute broker te compleie a distribution is an economic problem

and proves only that it ls preferable to have "a dealer on the ground,”
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Mr, W&smer stated that members of the Broker-Deslers’ Association
are ready, willing and sble to abide by the lews of the United States,
However, he said, they were lead to understend that Hegulation I¥ was
premulgated on the assumption that all the provinces would cooperate, He
referred specifically to the Montreal situatfom: stated that this preseunts
unfair competition to the Toronte broker and that, in addition, Toronte
brokers are belng blamed by residents of the United Stetes for the Moo=
tresl saliﬁitatinns. He asked specifically what the Commission intends
to do about recent solicitations snd szles from Montreal., Commizzioner
Adems expresgsed the view that the Montreal situation is pretty wnil under
control at this time.l He referred to the recent cancellation of several
broker=dealer registraticas by Quebec authorities aod expressed the hope
that certaic extradition proceedlngs arlsing from a fravdulent stock sell-
ing campaige from Montreal would hawve a salutary effect on the over-all
situation,

Mr., Wismer referred to the Delaware holding company problem and
stated that this too constitutes ™unfair competition” insofer as Toronoto
brokers are concerned. Mr. Woodsidé steted that the first filing of this
kind had come tc his personal attention, that questions had been ralsed at
that time us to whether or not Regulation D was available, and that he had
advocated a lenlent comstruction of the Regulatiuﬁ in the hcpe thai devel-
opment of Canadian resources would be facilitated thereby. He stated that
the matter could probably be bardled administratively and expressed the

thought that s striet construction might be a step in the right direction.
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A generpl discussion was had concerning the disclosure required by
the Commission in the Tidelands Copper case, Commissioner Adams noted
that the Securities Act of 1933 Is a full disclosure statute end stated
that the Commission thought it had gone a long way in requirieg & dis-
ctlosure of the type therein made, Whenr Mr, Lemnox expressed his géneral
disagrecwent with this wethod of handling the problem {although he stated
it was better than nothing), Mr, Matthews suggested that, as an Interim
weasure, the JEC might lavite the Ootarie Securities Commission to state
whether amy such isgues would be qualified in the Provinpe of Ontario and
require thﬁt the reascns for the inability to qualify be disclosed ino the
offering cireular. Mr, Lennox apparently was mpot too happy with this suge
gegtion, feellng that it would put him directly “on the spot.” Commissioner
Adams suggested that Eegulation D could be restrictéd t0 a greater extent,
He peinted out that it would probably not be too difficult to write into
the Bagulation provisions limiting wendor shares and requiring that funds
and sesuritles be subject to escrow agreements, Nr., Lennox referred to
the morning discusslion on this peint and stated that any such provislons
might be difficult to administer, He did feel, hewever, that a provision
Tequiring the escrow of vendor stock would be hettér than a provision re-
quiring funds to be essrowed until an amount sufficient t¢ meet the initial
requirements of the company have been nﬁtained.

Mr, Trebilcoek inmquired with respect to the SEC”s positlon on the s¢e
called ™black list". He was advised by Commissioner Adams that the list
is still io effect, that no additions have been made since Jume, 1953, and

that absent an eutbreak of illegal solicitatiens, the list would preobably
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fldie a patural daaﬁh. Pursuant to Mr, Trebilcock’s ?E;ueﬁt;iﬁaﬁﬁfééiﬁner
-  Adams gave him 2 copy of the latest list, Im this Eoﬁnsction; ﬁf;'Treﬁil-
" cock stated that he would communicate with Issuers ﬁhuse séaurifles are
.listed on the Torontc Stock Exchenge and would epdeavor to get those

. igsuers removed from the list,




