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ONTARIO SECURITIES COMMISSION
September Tth, 1954

Honourable Relph H. Demmler,
Chalrman,
Securities and Exchange Commission,

'Jaah.{.ugton 25; D.C,
Dear Mr, Demmler:—

Camlsaloner Adams and Meassra. Woeodelde snd Barlock
spent three days in Torootc last week dlacussing administrative
policles and mractical problems in relatlon to Regulatlon D,

Wa cenalder that they now have a much betier understending
of the local sliuatlon, and both Commlaslonz have every
conf'ldence in each othera good faith, despite the apparent
lack of good falth in certain quartéras on both sldes of the
Border.

We reviewsd the history of the negotiations which
lad up the Ragulaticn being adopied aa a seolution to 4lffloultles
in the past when United States citizena were belng subjected to
high~pressure sgleas methods from Toronto, and we atreassed the
polint with conerate examples, that if efferings by Deleware
companiss were to continus to have free use of the Hegulatlon,
the situatlon would be infinltely worse and that eventually
both Commissions would be extremely emberrased when the public
Teglized the significancs of thls type of offering., Io our
consldered cpinicn if something 13 not done wlthout further
delsy, 1t will eventually spell ruln t¢ Regulation I and defaat
all the efforts which have been made to correct an unsatisfactory
internaticnal =ltuatlon.

It is not neceasary to repeat the detells concerning
gome of theae Delowere lasuea, as the offering circulers spesk
for themselves, It would however be interesting to check
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the locetions of all the propertles involved in thaae auvaral issuss.
The leeality of the propertiea in Cntaric of the two ispues dlscussed
at some lengtih with representatives from your Commission, rpresents sone
interesting congidersations. Cavendigh Townahlp, for instence, has
no favourably known history. Moreover 1f cormerclsl ore had bHeen
discovered, there would normslly be & rush of prospactors to the
locelity. We have neot heard of any intereat whatscever baing taken
in the alleged discovery, and a prominent Geologist desoribed the
alleged showings of ore as Maquirts.” The official word on assays
1s that they run wostly between .04 to .07. Surely this is definitely
low grade ore, In any event the estilmats of toonege could not have
been mede by Atwater or esnyone elee on the l0th of August, as drilling
had not even been atarted up to the 17th of August,

Then take the caae of the company eleimlng loestions in the
Blind River area, which may prove to be ome of the moat interesting
uranium ventures in Canada, but the propertles are located st scme
congildarsble distance from any proven arem, which might falrly
indicate that the compeny was looking for a cheep property which might
2111l be legelly described as lying within a famous mining arsa,

¥When thesze factors are combined wlth uwnoonsclonaebls corporate
financing, I deoubt whether any Ontario issue even prior to the dsys
of sacurities legislation could be pleced in such a low category.

We of courme appreciate that your Copmissicn is s full
disclosure stetute. OUntario, which finances a vast majority of
Canedian issues and is now definitely recognized as the financial
eetter of Cansde, has also edopted the principasl of full disclogure
&3 scund, At tha s2ame time the legislators in their wisdom
roalized that as a moat aubatantisl percentage of the cerporate
fingheing to be underteksn in & country still in the ploneer stage
would invelve isaues beving potentlsl assets only as ageinst actual
aagets, ingerted s provision, namely, section 44, designed teo
control unconselengble consideratlen for promeotional purposes, for
vendor's sllowances and othey facters, which would result in the
publie subscriblng funds lergely for the benefit eof ingide interesta.

In revieying the situetion vhleh may he descrlbed
as the '"Delaware situstien,' no attempt has besn made to elaborate
on the recent discussions, s the deteils are still fresh in the
ninda of those who perticipsted, and Mr, Barlock took notes, ms
did Mr. Cameron, which should be of considerable assistance,.
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In our opinion the problem oreated by Delaware companies might bot
have arigen if the wording of the Regulation dated August 18th, 1953,
had not been smended. The Regulation was circulated in this form
for comment, subkject to modiflcgatlon. We subwit that the change
in the wording from "pmrincipel place of business," to "principal
operaticna™ was more than s modifilcatlon, and in faot was a material
amendment, resulting in a moet unsatiafactory altustion. We ars
net taking the position that sinply reverting to the former phrasing
would prove a sclulticn. We sugge=t you being fully conversant
with the technical problems of drafting = provieldon which 1s practical
and constitutionsl, are in a positlon to smend the Regulation to
gombat a gondition which is subject to many asrlous abuses and which
nay subjfect the Jmeriecan public to a type of freud within thelr owm
territorisal Iimits under the guize of Canadisn offerings whleh would
be infinitely sore vicious than anything they have been aubject to
In the past. .

So much for the Delaware problem which now presents the
grestest threst to the suceeas of HRegulsticn D, it first we were
chiefly concerned with the fact that Onteric 1ssues were being offered
by imarican dealers without being qualifiad in Onmtarioc, In this
conpaction there huma no doubt been a certein amount of misunderstanding
batwesn cur Commlssion and other Canadlan Copmiselons end former
repressntativea of the S.E.C., bul iIn no sense do we wlah to be
critical of thoase who have given thelr best efforts in an stteapt to
correoct conditions as they asxisted prior to March, 1953. We may be
sble to control this situstion, ot wrgently invoke your asalatance by
emending Regulation [ in 2 form consistent with our.original inotenticn
of placing international trading in securities on a legal and sound
footing in the best interests of United States citircens who are bound
to be interested in Cansdian opportunities despite all the rules and
rogulations which may be devised.

In vliew of ceondltlons which have eridsen as outlined io a
letter to Commliasloner Adams in the wstter of Tidelsrnde Copper and
dated June 7th, 1954, Canadian isaues should be £iled in the Irovinee
of their origin even 1f they are to be offered by United States
underwriters.

This letter is in no way intended to be comprebenslve. It
ig written agsinat the background of surrent discussion, and with the
definite purpcse of putting o relatlons on s Commispien to Commission
footing. I might alsc add as g purely perscnal opinion from one who
agaumed the responaibllity for the most part for negotlations and
undertakings in the past, that the Interasts of Cansda end the United Stotes
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can best be served Ly the efficient end adequete processing of
appiications with Canadian properties’ by both Commissiona, and those
isaves which are acceptable from the polnt of view of our Jolnt
standards, should ba acceptable to the Unlted States at lergs.

I consider this in the best interests of the people of the United
States, as there would be healthy competilion free from Siate
regulaticns. 1 do not expest you to express an opinlon, but it

is my considered opinlon that mo long as Canadian 1zsues &re procesaed
seoordlng to sdequate standards to safeguard the Amerdean pubile, fres
from the intervention of ineconsisteut and varying State policies, the
interests of the American publis will be best served, and offerings
stemming from Censada will be offered on a fair and competitive basils.
In this conneetion Onterde will, of courge, live up to sny underastandlng
betwoen New York State snd Ontario and other Stetea who have fully
coopereted in an affort to make full use of the mrovisions of
Regulation D.

It is essential that scmething should be done to correet

the aitustion which has doveloped teo .the prejudice of the American

S public, and to veonturses located in Canada. The necessary
R amendments to the Regulation may take sowe time, but in the meantime
RS an lnvestigation of ona or more of thege issues is certainly warranted.
' I would like to dlscuss the matter further with your Commission befora
the Netional Asgocieption of Securitles Adwinistrators Convention, anpd
plan to visit Weshington on Friday, September 24th, if this 13
aatlafectory.

We fesl that the sucoesa of Regulatlon D ls deflnditely at
stake, The loecal industry 18 uneeay and this uneasiness la shared
by the Coxmiaaion, as i1t is becoming increaslngly apparent that the
tlanket prohibition contained in owr Directive of March 26k, 1953
can no longer be considered fair, in view of the tima and money
wapted by at least one local dealer in an attempt to meet the
requirements of several of the States, with llttle success. Moreover
if the Commission continues to reveke reglstrations for vielatlions of
this Directive, an sppesl to the Courts might very well prove succesaful
for obvious reasons. :

Laatly, conditlens in Onekes are & most distressing factor.,
Thare 1s nc avidence that ve gan see to indicate thet thinge are
improving, On the ocontrary, the last rellsble informetien we received
In July wee that there wea no sctual let-up, Raglatraticns may have
been rewvoked, but the ssme interesta no doubt hpve started up under
other names, Just as they did In Outerio before & serlea of rapid
cancelletions rendered the eatabllighment of "fronta® sn unprofitable
undertaking. .
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Surely when the combined effeect of lilegal offerdngs
from Quebeg, the type of offerings being made by Delawaro compenies,
and the fact that Mntaric 1ssues are by=passing their own lawa, 1a
considered, it must fairly be conceded that the Regulation in ite
rregent form 1z not affording the dAmericsn publie adeguate
protecticn, At the pgme time thase operatlions are dlacrediting
ventures locating in Cansda. Over all the situatlion calls
for immedlate action.

Truetlng that wvhen you have time to review conditlons
ga they exist, you will appreclate the pericusness of the sltuatlon
and will be wllling snd eble to tske the necessary steps to protect
pur mutusl interests, I am,

Toura very truly,




