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FOR RELEASE NOVEKBER 16th, 1954

There has been considerable comment in the Press
concerning what 1 called seuth of the Border, the Canadian
problem, with refersnes te trading in securitiea.

Sometime ago the Ontarig Securitiss Commissien realiged
that it was beccming increasingly apparent that the
restrictiona placed on the lecal sscurities industry while

the practical merits of the Regulaticn promulgated by

.the Securities and Exchange Commissicn, deaigned to

facilitate trading acress the Border were being tested,

can no longer be fairly anfnrced. This stetement is

being made in order to demonstrate beyend any reascnable

deubt that the plan adopted as the.sclution te the so-called

problem has proved & dismal fallure from any peint of view,

'{%j including the interests of residents of the United States

2 interested in speculative ﬂanadiaﬁ wining issues, The

statement is based ¢on farcts without undue elaberation,
facts which can be subatanﬁiatad and which can be readily
underatocd se that the public on both sides ¢f the Border
for possibly the first time can understand the efforts ' }

which have Leen made to improve imternational relations

in the gecurities field and can determine for themaelives

why these effcrts have preved abertive,

The Breoker-Dealers! Asseciatich madg the filrst

approach to Washington requesting that the shert form of

Regulaticn shouwld be extended to Canadian issues, I
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attended on Septemwber 18th, 1949 with a Watching Brief, when the
answer was &1 uneguivocal 'no' to the effesct that the request

would not be considersd until the Extradition Treaty was amendsd
covering fraudulent transacticns relating to th; sale of securities,
Later the amendment wis negetiated on a Federal level,

Anticipating the amendment, negotiatlcns were commenced and _
representatives of the 3,E.C,, attended in Terentc oh September 28th,
19561 when a draft Regulation was submitted for discusﬁiun. The
chlef suhﬁiasinn offered on behalf of Cntarle was to the effect
that qualifiecaticon in the apprepriate Cansdian Provinee should be

a conditlon precedent to an offering being made in the United
Statea under the provisicns »f the proposad Regulatian deacrlbed

ag Regulation D, Subsequently a letter dated.ﬂctuber ath, 1951

- was addreased te the 5,E.C., confirming this diacugaion and

atressing the impertance of this requirement. The necesaity
of such a stipulatlon should be apparent te anyone who has
taken the trouble to consider the problems involved,

Seemingly matters ware progreasing favourably. The
same representatives from the S.E,G., attended in Toronto on
November 30th, 1951 when they addressed a conférence of
Provincial Securities Administraﬁors, when representatives of
the Torento Stock Exchange and the E.D.A.; also attended. The
same draft Repulation was before the meeting and the same matter
wia raised. We were assured &t the time ﬁhaﬁ although the
condltlon in queation could neot be written inte the Hegulation
for certaln domestic reasons, 1t weuld naverthsless be enforcad
as a matter of policy. |

Further discussions were held in Toronto on Mareh 11th, 1952
whon the same representatives from the 3.E.C., attended, together
with representatives from the B.D.4,, in company with their
United States Attorney, for the purpese of finalizlng previous
discuselons, Subaequently & draft Regulation dated Auguat lﬁih,

152 was virgulated for comment on the footing. that it would be
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‘-'_prumulgatad in its present form; subject only to any imandmenhs

.ifrenﬁered nocessary as & result of the cbmﬁents}reéeivéﬁ;' ‘This

' draft besides extending the Regulaticn to Canadian iassues also

T PR T AT

" extended it to "demestic lssues having thelr prineipal place

e

g

of business in Canads." Witheut consulting dntaric, In the

finalized Regulaticn dated March 6th, 1953 this wording was

altered to read - "domestic issues having their principal

business operstions in Canada," It is hardiy NnecesaaAry

to comment upon the significance of the altered phrasing.
The Regulaticn had been 1n force for about a year

before United States promotera realized the pogsibilities of

this last minute invitaticn to expleit their publie, Companies

were incorporared south of the Border svidently for the sole
purpose of acquiring mining rights in Canada enabling them to
use the new Regulaticn, whsn their sole gperations, not their
principal business cperations might consist ¢f helding mining
¢laims in Canada devoid of any favourable history and a geiger
counter and its gperator, ﬁe_are net directly concerned
about this type of cperation; the responsibility is not ocurs,
tut we are concerned with the fact that in the minds of the
public they are identified a=s Canadian ventures, We are
further concerned as these offerings are made on terms entirely
out of line with cur established policiea, as after the demands

of the inside interests are satisfied, the sharsholders interest

has almost reached the vanishing point,

Abgut the =ame time as forelgn promoters tock advantage
ef a loophole in a Regulation which does not reflect the spirit and
intent of the nepgotiations leading up to its adeption, local -
interests decided to test the poszibilitles nf_Quaiifying an
Ontarie issue under the provisiénz of Regulation D without pricr
qualiflcation in Ontaric, with the intentiecn of making an offering
through United 3tates dealers beyond our jurdsdiction, It was

then discevered that the 3,E.C,, as it is presently constituted,
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wera elther unaware of the assurances previcualy given by thelr

representatives, cr placed & different interpretaticn on these

assurances, or intend to diaregard them, In any svaent the

tezt has met with success with the result offerings have again

been made on terms entirely cut of line with-established

policies designed to give sharsticlders a fair share in the
ventures they are financing,
In view of the two definite types of competition,

coupled with the fact that Cenadian issues génerally are belng

discredited through opsraticns based in Mantfeal, as pecple in

the United States think in terma of 'Canada' without making

any territeorial distinetions, it was apparenﬁ that the :
restrictions imposed on lgcal regilstrants must be remcved
unless conditicns which wers rapidly developing could be |
rectified through the coccoperaticn of the 3,E.C. Our attempts '
te arrange & meeting in Teronts did nct materialize until
" August 3lst, 1954. The results were nct encouraging. By
this time it was evident that local dealers ﬁth' one or two
rossible exceptions had wirtuslly abandcned RHegulatlen D
and eventually the field wuulﬁ be gerupied execlusively by
United States interests, with Canada and Ontarie taking the
blame for gperaticns which do nct mest our raquirements gither
‘from the standpoint of equitable cerporate financing or
acceptable Engineera’ renorts,
Commencing Sepﬁember 10th, 1954 representatives cof the
B.D,A., held & series cof candid discussiens with the Coomiasion
when the delays invelved in processing applications with.tha
3.E.C., and ether types of frustration were stressed on behalf

of the B.D.4, It was decided that their memherétshnuld faport

their sxperiences. I have the resuvlts before me which can

anly be fully appreciated by those directly inveclved. This
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information was provided in order to assist the Commission in
reaching a declsion regarding restricticns lupcsed under a
Directive issued by the Commiassicn dated March 26th, 1953 io
the effect that while Regulatien D was being tested as a
practicéﬁ.means ef trading, any reglstrant who made an offering
in the United States witheut complying with nited Statez laws
would be placing their registratiecn in Jeopardy. This poliey
was enderaed by the B,D.A., at the time, It was only a
poliey, not a law and depended upen the support. of tﬁosa
primarily interested, which support in turn depends upen whether
the Regulation which has been put te a test of cver eighteen
montha, has provaed workable,

The unfair competition which has devalopad 1s
aufficiént to de#eat the purposge of a provision deajigned to
facilitate Cenadian offerings and at the same time protect the
public, It  has now become a vehicle for others whe explolt
the interest new helng shown in Canada's rescurces. Apart from
thesa ccnsidérations, which should he a matter of grave ccneern
cn both sides of the Beorder, there is the matter of the delays
involved. These delays aré a matter of record, At the
conference in Nevember, 1951, reprosentatives from the S,E.C.,
stated that issues could be qualified within fifteen davys,

At first it was only resasonable te expect delays in dealing

with 3 new procedure, Accordingly the following figures

eover the receord of recent applicatiuné Following a ﬁarind of
trial of at least g year, I have checked the time invelved

in the case of five cf the more recent issues which are identified
by number, namely numhers 37, 43, L4, 50 and 55, *‘The mmiber of
days required in each case 18 - &4, L2, 59, 56 and 67 respectively.
A fair average is vwo months as against the fiftesn days
represented when Gntﬁric dealers and the Commission were heing

persuaded to accept the proposal as a hanpy solution,

T
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The fact that no use of tha.Rggulation iajnnw;héing-méde
in Ontaric sheuld speak fer itself, and demcustrates that I
thig statement is founded in fact, not fandy.  The statement

" is made in the interests of the securities industry but ahcuid

alac serve to demonstrate to the Govermment agencles cencerned, |
and pthera, that in 1ts present ferm the Regulatlon cannet ;
prove effective, nor cam it be considered satisfactory until {
applications ars processed in a much more expediticus manner,
The B.D.A., which 1s primarily concerned, have made & request
and proceeded to support the request with evidence, This

statement reveking the Directive of ¥arch 256th, 1933 has been

accelerated bub not influenced by current statements appearing

in the Preszs, The reatricticns lmposed are now removed, but
eaeh individual registrant muat decide on his own future course
of conduct bearing in mind that the typs of operatien which |

the Commission has consistently combated in the past, including . :

excessive mailings, excessive telephening and other high-pressure
methods prejudicial to the industry at large, will not be
talerated, Thase views are, T believe, shared by all
responsible members of .the organlzed industry,.
Baegidea Justifying a reversal gf policy, this atatement
may help in finding & sclution to the problem, which in my
opinion 13 capable of soluticn, provided 1t is ﬁppruachad
fairly and squarely, ~ The 3,E,C,, have the means &f correcting
obvigus defacts, tut this is net the chnly consideration in view
of past experiences, It is now.painfully aﬁpﬂrent that a
.majarlty of the Etat?s place little 1f any reliance on the
- fact that an iasue hea heen processed by the Federal agency.
Poss3ibly they are bound by the provisiens cf thelr own 3tate

legislation, In the result the 3.%.C., provides only one

murdle of many and Canadian efferings are for all practical
purposes limited to the few so-called 'Free! States as apposed

to 'Regulatory'! States, Every jurisdi¢tion maturelly enacts

it
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legislation to meet its own particular reguiremsnta. However
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the prineciple of ualformity 1s rapldly gaining support. It

seems only feasible in the case of a public offering of
gecurities from & foreipgn jurisdictien that if these offerings- i
are acceaptable to the Federal authorities they shculd be

aceceptable throughout tne verious States, Ontarig has _ [

gdeguate sscurities legislaticn without 1t being unduly
appressive, It iz in fact based on the principle of full 'ﬂ
disclosurs, as 1= the Federal legislatioﬁ administered by the %
5.,E.Cy, but 1t contains safeguards against the granting of 4
excessive consideratlcens to inside lnterests, including _ J

q
vendors of properties and promoters. ‘These safeguards 1

are not to be fnﬁnd in the United States Federal Act, . |
The diffieculty confronting Ontario dealers when seeking to i
meet 3tate requirements is that must State legislation appears i
te be geared and tuned te industrial financing without allowlng !
any leeway in the case of mining issues which present vaﬁtl?
different gconaileraticns, Both Untarie and thess Hsgulatory
Jtates have the same objective in view, namely te provide for

- equitable publiﬁ financing, btut the Ontario Act contalns
general and flexible provisions readily adjustable to any
form of financing with a view toc the cver-all reault#. 3ome
3tates have specific restrictive provisicns such as limiting
the selling costs to a point Iinconsistent with the risk
involved in the case of mining issues, At the same time
however, it appears that cheap optleons of treassury stcek in

favour of inside interests ara permissitle, This type of

_ gption is ruled ocut in Cntarle a3 a matter of policy. In
R fact no dealer would sponsor an issue with large blecks of
cheap stock overhanging the market,

The problem is stil) capable of sclution if fairly

considered on both a State and Federal level. In myview
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the best way to combat stockateering is to drive it Sut by :E
fair compstiticn, Fair competition in relation to existing ;
abusea can only bs developed by praviding a8 practical means : E
of trading which is not bogged down by technicalitiaes and
'unnecassary obstacles, I feel ceonficdent the public will _
eventually share my visws on this score. . ?
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