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New Proposea Quebec, So 

DECLASSIFIED 

urities Act 

STATUS O~ , ~ 3 I L  

Recently Premier DuPl~ssis ,of Quebec ann~unce~ 

that a stroker Securities Ac would be passed this session. 

Q eb o seo  itle  haa  t ong 
J 

attack from stock exchanges, Better ~ Business Bureaus, the 

press an~ others for laxity i allowing high pressure secur, 

ities operators to get a foothold, in Quebec, principally 

in the City of ~ontreal. I 

We do not know the exact status of the pending bill. 
L 

We are told it is to have tba'ee readings (withopportunity 

provided for the intro~uctio~ of amendments in co~ectiom 

therewith) and that at least the first reading has taken 

place. A copy of the bill (No. ~ 25) as originally introduce~ 

is attacheE. 

~zmm~ o~VA~ZO~ 

The general tenor of the ~ill is Erastically aiffer- 

ent in approach from the United States securities legislation. 

The bill provides for three/commissioners having discretion- 

ary powers far beyond anyt h 

mount to "life and death." 

~n~ we know -praotieally tents- 

The Commi',ssion will be able to 

Lii il ' r 
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grant, refuse, cancel or reinstate licenses at its dis- 

cretion, an~ there will b~no appeal fro~ its actions. 

It may seize property without court action and it may 

permit or deny trading in issues. (Sections 13, 24, 26, • 

39 and 501. We are of the general impression that in the 

hands of a strong Co sslon, fraudulent or unethical 

~Qnauct could be quickly I!stamped out.~ Conversely, in the 

hands of a weak Oommisslon the act woul~ provlae few • 

controls. 
? 

The problem of whether ~he ultimate be~efits to 

be derived ~y us from the act woul& be grea~er or less 

if there were more specific criteria, standards, require- 

memts and provlsiomm is Lot an easy one. The bill might 

not •pass if what appear ~o be -tough," standards are in- 

sertea or if passed with specific standards might become 

a haven for inmction by a commission choosing to take the 

position that certain ~o: duct - objectionable to us - is 

not specifically prohibi~e~. With a cooperative commission 

and lots of elbow room f~r imterpretation, as now seems 

to exist in the proposed bill, it is pro~ably that much 

better enforcement would result from a "non'specific" law. 

We are of the general opinion that the United 

States investors will hove a bette~ opportunity for pro . . . . .  

tection if the "elastic" and discretionary powers remain 

in this proposed act, 

!i 
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GENERAL SUGG~STIOES FOR AMEI~DIVI~T 

In its present form there do appear to be a few 

improvements which we might work for, dlreotlyor indlrectlye 

Principally, we might seek provisions which would prohibit 

illegal sales into ~he United States. This might be accom- 

plishe~ in two ways, through: (i) a dlreet or indirect 

(Commlsslon discretion, etc.) prohibition ln the new act 

against sales or offerings into another province or country 

unless all applicable laws ~ and registration requirements 

of such province or country had been met, and (2) a specific 

requirement in the new act that Quebec standards and require- 

merits be met in each offer or sale whether the sale or offer 

is made inside or outside of Quebec. The latter, while less 

effective fro~our vlewpolnt, undoubtedly would be less 

likely to offend and easier to sell. If, however, some 

quid-pro-quo could be offered, the chances for acceptance 

of the former might be improved. 

~NER OF PRESENTIE~ SUGGESTIONS 

Each of the above routes has its drawbacks from a 
i 

pr0toool standpoint. One must pause to consider whether 

any direct suggestion from governmental offiola~s here migh$ 

not be used by opponents to stir up resentment against the 

bill on the basis of ,,foreign interference." Moreover; we 

understand that a dlrect approach would require clearance 

with our State Department and its taking ' the matter up with 
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the Canadian Dominion Government. The Dominion govern- 
! 

ment would then take the matter up w~th the Province of 

Quebec. Past experlence indlcates the Dominion government 

is reluctant to ~ecome ~ embroiled in Provincial affairs and 

doesnot and will not advocate the type of laws the Pro- 
E 

vincesshall have. (Our Federal government follows the 

same practice with respect to the states.) Accordingly 

any suggestion via protocol may cause resentment and fail. 

Nevertheless, the matter should be discussed wi~h our State 

Department and Its views and suggestions obtaimed before 

a~andoning the direct approach. 

An easier approach, which may be more or less 

effective, is opem to us. The Quebec authorities have 

asked for the views of certain leading camadlan lawyers 

and securities officials as to the form the legislation 

should take. Ne i~ turn have ~ been asked By a Montreal 

lawyer what our suggestions might bel with indications that 

he would suggest them' Also one exchange official may be 

willing to do the same thing. Further, we might make 

suggestions directly to the present Go,Registrars with 

the explanatlo~ that we understand they are seeking 

suggestions, or perhaps we might be able, through in direct 

means, to have the Quebec authorities speciflcally request 

our comments. 

~i ~ ~ 
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follow   = = % =  suggestions, if lmade agd~acte d upon 

uld ~e of benefit to us. 

i~ Amendments in any of the following w~ys would 

tard or possibly prevent illegal offerings. 

(a) Amen~ proposed section 14 ~efinlmg. tragimg 

in securi~ties by adding to the opening 

sentence now reading "The following shall 

constitute trading inl securities" the words 
J 

"whether carried on entirely within the 

province or from a point outside the pro. 

vince to a point within the province or 

from a point within the province to a 

point outside the province, including any 

foreign country.." . 

(~) Amend proposed Section 35 by adding/to the 

things defined as -fraudulent acts M the 

following, new sectio~ (1): 

cable securities la&s and registratiom 

requirements of such province or country 

have been met or exemptions therefrom 
! 

obtained" or 

~i :~: i~i ~ 
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(i) "The provislonsof this sectlom.shall ~ be 

apPlicaBle to any written or oral solici- 

tation, telephonic o~ telegraphic ~communi- 

cation including those from a place outside 

the province to a place within the provinc:e 

or, from a place within the ,province to a 

place outside the province, including any 

foreign country. - i 

(c) Amend section 62(e) to read beginning at the 

penultimate llne ,including those from a place 

outside the province to a place within the 

province or from a place within the province 

to a place outside the province, including any 

foreign country, ,, 

2. While Sections 31, 32, 34 require securityin 

the amount of $5,000 or more, and provide f~r its forfeit- 
! 

ure or use to reimburse a prejudiced person etc., the act 

does not generally provide for civil liability (Cf. Sections 

60 and 61). Consideration should be given to the inclusion 

in the act of provisions comparable to Sections ii andl2 

of the 1933 Act. Also provisions comparable to Section 15 

of the 1933 Act for controlling persons. 

3. Consideration should be given to the inclusi0~ 

of a "touting" prohibition comparable to that provided by 

Section 17(b) of the 1933 Act. 

+' ..... ~r, 
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h. Consideration should oe given to strengthen, 

ing the "first timer" offense penaltie~s (Sectiom !Sh)and 

to investing the court wlth~ discretion to impose imprison- 

merit - as Dresently drafted, ~ 0nly in the event of default 

in payment of fine and costs can the c~ourt, impose any 
J 

prison term at all, irrespective of ~ ~he conduct ?constituting 

the offense. 

5. ~ Consideration should be given to a ' possible 

limitation on the blanket" exemptiom now provlaed for mergers 

etc. (Section 20(f)) im i~stances where commissions or other 

c~onsiderations are paid for soliciting ~ consents or approvals. 

6. Consideratlon should be given to the broadening 

of the definition of fraudulent acts (Sectlon 35) to include 

misleading Statememts and also false statements made without 

reasonable inquiry. 

7. Consideration should • be given to ~ broadenim~ 

the confirmation requirement (Section ~ ~8) to ~ cover principal 

trans ac tlons. 

8. Consideration should be given to eKtez~ding the 

prohibition in Sectiom 56to cover customsrs' fully paid ~ 
i. 

securities ~ , 

The proposed bill?lea~es discretion with the pro' 

posed new commission to adopt such requlrements, f~rms az~ 

regulatlo~s as it deems necessary to icarry out its functions. 

We do not know what form these will take. It is possible 
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that ~hese steps will adequately cover many deficiencies 

or -holes ~ which appear to exlst in the proposed bill. 

Some of these uncovered areas appear to be: 

l, No provision for awaiting period or to 

permit disseminatio~ of information during such waiting 

period (Sectlom 50). 

2. No requirement that a statutory prospectus 

accompany or precede other solicitimg literature or sell -~ 

in~ efforts (Section 53), 

3- No provision for the filing of annual or 

current reports with the Quebec Commissiono 

4. No specific provision is included in the 

definition of trading covering unsolicited buy orders. 


