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APt 14 1937

“enprable Charles H. Caray,
Corporation Commipslioner,

Corporstion Department,
Salem, Oregon,

Dear ¥r, Carey:

Oa Eareh 10, 1037, 1 wrete you to acknowledge the
lettor forwarded Go us by i, Owy Reglonal Adminiatrator,
Eecuritiss and Exvhanye Cozmiysion, Seattle, Waghington, and to <
state that we should like tea pive mors conslideration to ths quog-
tiona ralsed by you than had at that tiwe bheen possihle. Simce
then adéitional inforammtion as come %o m'lhhhm the answars
to your questions somevbat clearer, o -

letter you tnlwopi.nlm te whather the

Is
exomption ir Tag lax for mﬂin of iﬂpﬂ' atiéns srganised
under the laws of Uashington for the purpbse of engagisg either in
the metall)ferous ar hydrocarbon wirdaz indistries as & prinoipal
mmtrmwmﬂdﬂum ;1 h:d.ns.n;
", Industries #thwlht af Waskingtens You also sk for owr spinien

as te the offect of uwoh an exoPpllen oz the fmvesbor and the pudlic
gmny. m mosh significant information which I een give you at
ths preseut tizme 4 the fasd that the Stats of Washinghon has veory
& ¥ining Aot, Chapter 178, (S.8,8. 73) entitled

m phssed &
H:yr for the yegulation and supsrvision of the issuavce
ml ssle of ori ‘1ssuss of wetallilereus mining ssowrities,
requiring the filing ¢f statutory statexents for the protestimm

of ¢he pudlie; pequiricg licenaes of wdsrwriters, SAgmits and
salesamm, defiming pmﬂ'i and dutliey of the Direstor u' Lisenaes

and presorilipg pamaliics, aud dovidring sa emygency.”

1 maeluse & oopy of Chle A8C ior youwr porusal sinoe
its tarms 1lluptrato the matures of thw problawx which the Better
Dusiness Dwcat sid tha Direclor of Licenses Wi supported this
legislation wers sttampting to mety, The sxwmptiem destroyed Yy
this recomt ploce of logislation md soversl rathar wafortunats
effects upon legitimmte mining industry, investors and the pudlioe,
Our worm;m lsads us to :li:n that the exsaption bas Mad a
tendency te give mining stec the Siate of Hashingien generall
&n uasavory rsputatien with intelligent iuvostorg and has thus d

made the obialning of sapital by legitimats miming enterprises &
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aore diffieult onee Indirestly, this resots upon the public as a
whole sinse it prevents the existonse of desireble enterprise and
pregunatly lessons the volume of wages erd profits which would
cihorwiee fluw into the hards of ladorers an! investors within
the Sixtes TFurthermere, it would appear that lepitizete mining
inlustries are also ixpoded by the very fact that the exsxyrtien
peroitted funds g20iting investmont to be used in the purclnse of
securitles not backed by real assot valus. Every dollar whish roos
“e the purchase of this latter fype of seocurity is a dollar whieh
might very probably have been spent for a sound mining seourity,
In this respect, slese, the sxcmption has proved to be a pesitive
hindranes to the more desirable type of mining entarprise,

ly flow inte

fﬂndulmtmdt an 8o -é'.‘?t ftﬁﬁnn*i'it E 1:}?3}} : :l“n ok rohsnes
are allowed to be marketed, it may intersst you to Inow that a very
large propeortion of ths oases dwourht to the attestion of owr
Seattle Re loual Office in the past have involved freudulsnt sales
of mining escuwities in Gashinston er Idaho which wore exampt frem
the usmal provisicas of the Ilue Sky Lawsoof those States. Cases
arieing in thes State of Uregon beve presented relatively little
trouble, "hile the axistenes of Gtato regulatory laws doss not
preavent violations within the purview of the fecwritios Aot ef 1935
aaa the Ceowrities Exeohange Act of 1534, neverthecless, it would
appear that vielations of the Federal Acts ars apt to ge bdand ¢n
hemd with issdeguate State regulatiem,

In ancther group of cases wu have fowmd that thongh thare
was fair evidence of {reud the perpetrators could not be punished
bocause the State Acts pgave an examption an! the reguisite jurledic-
tional fectors for the appliocation of the Fedaral Acts wers mot present.
in thlis group of omaas the remowal of the exemptiom would lave broucht
such fOrsud within the reack of at loast one law enforesncnt autharity.

It iz desirabls, of courase, that requircverts in sommecstica
with the finmancimg eof mining operations, particularly such operations
as involve the ivitial Acwmleprent and expleitstioen of new ninss and
fields stould not be so heavy & to unduly restrict fowstrent, but
it would seem entirely possible tn remirs n reseomabic Jicolosure
whereby the investor could obtain vome inklins of the character of
the mterprise into which ha wan puttins, his money, such as is neoes~
sary in the ¢ase of zining securities registered with the fedurities
and Exshan e Comeission on Form A«U=l, & covy of whiox I an en:lesing,
This is stlll true, thourh it be granted that all suath exploitation
and dovelopment work 1s spsouletive in alamoter,
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1 hape the adowve will aresewr your Joedtlised end Wt
Fou will feal free te write me Durtugr e Ciie wed duws

Tary Sy e,
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