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Degr Ed;

Having been advised that Tony Lund is condugting & atudy of the
Canadian sitnation generally, from time to time I have had discussiens with
John Eowser sz to certain ideas I had in comnection with this general subject.
Io my last conversstion he requested that whea I had fTinalised my thinking
in this regerd, I prepare and send a memorandum to him covering the same,
Tnasmueh as L have arrived at some vary definite conclusiens im connsctlon
- with this matier, and jn view of Johm!s absence, I falt it Prropriate {e
' write you at this time setting forth my ideas, T am sending several coples
of ihig letter with the thought thet if Ralpk feela the supgpestions merdt
conslderation, a copy pesgidly might be made svaileble to Tony Iand 1h cone
. nection with his study, or to snyone olse who may be working on this matter.
Ir addition, I am sending a copy of this letter under a#parate cover {o Jack
Geodwin, ,

: Ever since the lovember 16th pronsumcenent of 0, E. Lennox, ™
Chairman of the Ontarie Securities Commisgion, 1ifting the reguirement that -
brokers campl{; with the regnlations of the Sesuriiies amd Exchange Conmissian
when selliog “anadian stock south of the border, I have been giving considers-
tion te the problem posed thereby and a pessible solution thereof. Lenngx's
decision apparently was besed on two meln cbjections: {1} that Regulation D
cannot prove affective or satisfactory until szpplicatiens are Procesged in
a much more expediticus manner, and (2) the alleged changing of the wording
of the agreement by the Commiseion to read domestic isgues having theip
Principal businees gperations im Caneda™, which dllowed corporations formed
under the lews of the various stetes of the United States to acquire properties
in Cangda and qualify stock for sale to the pullic under Regulation D, without
complying with the regulations of the Ontario Seeurities Commission, That
Lennox did oot intend this as an end-gll to the problem 1s clearly evident
L from & reading of the lastsentence of his announcedent, which apparently

B left the door wide open for Further conalderatiod of the matter, Thias sen-

S tence read az follows: "It was apparent that the restrictions imposed an
local registrants must be removed unless conditions rﬁrh,-ith@psgn rapidly deo=
veloping could be rectified through the cosperation of the SECW, Furtherw
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morTe, in telephone conversations I bave had with Lennox concerning other
matiera pertainlag to this office, ha invariably has steezed the convaream
ton arcund to this overall problem and his AXrressions have convinced

me that he is mome than amcious to arriva 8t & patiafastery solution to -
this problem, -

1 submit the following es possibls answers te the objec-
tione raleed by Lenvox, snd a3 a n'ggutad progrim for obtalming the futurs
cooperation mot only of the Ontaric Seaurities Camismion, bat ales of
the Quebes Seewritiss Commission and the varloaa Canadian exchanges:

ls 43 to Objectien Nog 2 w

A8 you know, ag a result of the Teorganization of this
effice, a separate secticn was =et 2p to processz filinge
under Begulation A, New procesaing procedures wera
fdopted whish asemingly have passed the teats of tiae
awd adequacy. &t the present time all such filings
are completealy processed within the required ten day
waiting peried, with the -exception of such filings as
Are ac deficient as to requirs mubatantial arendment,
Froliminary closing repcris theresn setting forth the
salient facts of the respsotive filinga uenally crogs -
ry desk within a matter of three weelms after the

filing is made, In addition, to the aforementisnsd
Frocessing precedures, new followsup tachmigoes wers
agopted to insure a proper pollcing Job during the
offering period, The oucoess of thess nev techrdques
1s beat attested to by the member of suspenstens that
heve resulied under Bule 223, ap wall as the Troker=
degler ravocatisn Frocesdings thet have besn instituted
47 a rosuit thareof,

& check of the filinga under BEegnlatlon D indiecatas
that from the time of the adeption of said reguiation
on March 6, 1953 untdl Jamary 15, 1755, thers wers
8l wmch flliggs, There 13 no doubt in my mind that
the Regalatlon A Seotdon of thip office could adew
quately proceas thase Tilirvgs within the reguired
Tifteen day weiting period, particuleriy ic view of
the fact that this office ia B¢ longer proceasing

the filinge under Hegulation & thet eriginated in the
St.ata,.gf Ponngyl wnia, Of the £l issues of fared under
Bogulation 1, 73 thereof were offared 4olely in the
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States of New Tork and New Jersey. It logiesliy follows
that inzmwuch a8 mest of the zecuritles scoversd Ty sald
filinga ere offered in the area subraced within the joris-
diotion of thla office, that the processing of the filings
shoald alse be bandied by this office,| whish would grestly
nelp in commection with the followewp policimg Jjob o be
done. My fealing that such filings can be completely
processed within the required fiftssn day waiting perioed
is of necosslty based on the assumptien that we oan get
prompt ccmnents from Pen Adeletein and/or Tell Uhite 1a
cophection with the filinps, Froem the foregoing 1 feal
that Mr, Lennex's firat objectiom can be adequately wet

- if 4he functieon of processing these £ilings is transferred

from the Divisior of CGorporation:Finantse: to the New York ..
Regional Offige. ' : '

As %o ebjection o 2 =

In view of the fasct that Lexmox on a purely voluntary basia
has been compelling Wrekers under his jJerisdietion 4o
comply with our Securitles Acta, thare appears to be aome
merit to his mdand objeoticn, Howewer, I would like to
maks it atundently clesr that in ne event would I welcome

8 solution that would demy corperabtions formed uwnder the
laws of the verious states of the United States from quali-
fying under Eegulation D, The booka and records of -
companles so incorporated are readlly avallable %o us in
the event of & required iovestigation,which im oot the fact
in connection with companiss incorporated im Canmda, EHowe
ever, in order %o adequately answer Lenpox's objeotion,
there weuld semm %o be no spperent Teason uhy the Cotte
alpgion could not wmend Emgnlation D to requizre as a cop=
dilon for avaliiablllty of the exempilon, that the lagusr
gomply with the ruiss and regulations of the Ganadian
province whexe the isquer kgs ite prinoipal hbusiness opare-
tione, unless eome aXempilon from complisnce is avallalble,
Am a practleal matier I do mot belleve thim would resolti
ie any undus hardship, I have recently been inforwed af

a propogad filing undsr Hegulatien D whersity the ismuer
imtends complying with the rulss and regulations of the
(ntario Seouritisa Comyiomion. Tt might ba well to fellow
thia fiiing closely to cbaerve the practicsl effsct thereof,
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From the standpeint of our enforecement problemns the
proposed smenfment of Ragmlation P by the inclusion of
sech a condition weuld appeer to De & atep in the right
drestion, A5 you know, the Sutarie Securiiies Comw
mimaton requlres, ameong other things, that promotional
stock-be placed in escrow, which such steck le omly
Telaused plecemeal an the praperilea sre developed.
Mis sucoessfully prevents the sele of this promotional
atook to the poblic, Whether we llie it or not, the
foet is that in many instances in cemnection with
£ilings under Hegelatiens A and D, pramotional miock

_ does fipd 1fte wiy into the hands of the publie, Ia
thiz copnection you might care to review the cozmenta
thet were made in my letter te Byron Wpodaide on :
Japuery 18, 1955 in conmection with the study of Regnla-
{ion A. '

N

3. A3 to our overall cbjectize «

Baged oh the congust and cutcome of the repant axtradi-
tion hearing in Cenada, it appesms that our present
objective would be to inmire that vielators of eour . :
Apta could be brought within our Jurlsdiction for prosecus
tion., From wvarious telke I have had wvith Jim Welir of the
Montresl Stock Exshange and Ed Mciteer of the Canadtan
Stonk Exchange, there 15 no doubt In wy mind that most
of the sxohange nembers in Quebec are anxicus to clasn
up the situation im that provioes and will ceooparste to
that -end, Further, I had ocoaslon recently to review
tha proposed Guabec Ssonrities statate at the requast
of Irv Pelleock and & srtudy therecl clearly indlcates
an Intention on the part of that province to do scme-
thing sbout the present situation eaxiwting in commecw
tion with the sale of wecurities. Dased on theoe
premises apd as oversil strategy, I sould stromgly
recokmend thet a conferense be arranged in Canada with
Mossrs. Lapnox, Wsir, Mchtser, Trebllseak of the Terents
Stock Exehange, and Hebert of the Quebes Jecurities

] Capmisaion, I wonld further strongly suggest that

| gueh conference be arranged by Ralph and that he

: aettend the same, I+t appears not only posaible, but

| mast probable, that if they were advised of the prow

.+ posed intentions of the Commission to procesd aloag
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the linea cutlined above, we conld axpset their whole~
hearted copperation to do scmething sbout putiing
teeth in the sxtradition provision of the axisting

_ I would appresiate having vour reactions on the foregelng
. at your sarliest convenience, : :

is J. FRCELL
giomal Admirnistrator,
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Mr, Lund has been trying to reach you - left the following:
'"We have learned that the (Quebac new proposed securities
law has been resd twice and will no doubt pase any day now,
If we are going to make auggestions,.to ﬂur-l'.'.'-:a.na.di'a.n counsel,
we better de it quickly. Pleace advise whether Irv Pnlla;mk
may write our Canadian counael with suggestiona or should

this e conaidered more fully.

2f/25/55




