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IN REPLYING PL .EASE[  QUO ' I~  

~ ' e b ~ a ~  16,.: 1955 , 

:~ E~ward T. Tait, Esq. 
. - : : : . . -  ., Executive Assistant to + . , h e  Cha~ 
, "r' : ' Securities and Exchange Commission.. 

,i,.!j~,j!i -I . .i . Washington 25, D.C. " 

. : , , ;  ,: , , " : ,  " ' ear Ed: 

:.:;;~"!:~: .". ' Having been advised that To~y Lurid is .conducting a. study of the 
.i!<'/':ii:!/:. . , ,  . ' Canadian situation generally,, from time to time I have had discussions with 

 woo, oert o I ¸ in co o 0o,i  i. ,ob ec,. 
'i/~/ 

:>:;, ! In my last conversation .he requestedthat when I had finalized my thinking 
:>~..,~: .. in this regard, I prepare and send a memoran4hzm to him covering the same. 

"'(:i:!iii:i~.'~.~i Inasmuch-as I have arrived at some verF definite Conclusions in connection 
;.'~'!~ii!ii~'jiiii~ii:.!i: (. With this matter, and in View of Johm's absence, Ifeltit appropriate to 
::i!;i!'~i:~i~,)i;i (.. .. write you at this time setting forth my ideas. I !au sending several copies. 
:.::.,<,"i~("? .::. Of. this letter with the thought that if Ralph feels the suggestions merit 

. "consideration , a copy possibly might be made available to Tp~y.I~md in con- 
, . ,/nectien with his study, or to smyone else who may be working on this matter. 
" : In addition, I am sending a copy of this letter .under .separate cover to. Jack 
" ,< Goodwin. ' 

' ' Ever since the November 16th pronom~c=ent of O' E. Lennox, "~ 
:.:--Chairman ofthe Ontario Securities Commission, lifting the requirement that "'~ 

' brokers comply, with the regulatio~ of the Seeurities and .Exchange Commission 
.i..~Li::<i,~ .: when selling ~anadian stock south .of the border, I have been giving censidera- 
"."i:~!,i_!-: .... tion to the problem posed therebyand a possible solution.thereof. Lenmcx,s 

' decision apparently was based on two "main objections: (I~ that Regulation D 
cannot prove effective or satisfactor~ until-applications are processed in 

::,/~.;.,.:~:~:::" . a much more expeditio~s manner,, an~ .(2) the :alleged chang~n~ Of the wording 
.. of the agreement by the Commission to read .domesticissues~havin~ their 

.,~:,:<.~:~!i~i.. ' ;. principal business operations in C.anada.~ which allowed corporations formed. 
uncer ~ae-aws oz ~ne various states of the Unite~ States to acquire properties 

:"'~,iiiii(., ' in Uanada and qualify stock for saleto the public under Regulation D, .without 
'-" " .complyingwith the regulations of the... Ontario Securities Commission. That 

.,--, lenaox did not intend _.this as an end-all:to the problem is cle ,ar ly evident 
from a reading of the lastsentence of:his armounce~ent~,@hic~.".~parently i 

.:left the door wide open for fur+her c0nsideratio~, of thematter. This sen- 
tence read as follows: "It was apparent that the restrictions imposed on 
local registrants m~st be removed unless condition~~wh~Ghj~e, rapidly de- 
veloping co~]~ be rectified through the .cooperati6n of the SEC". Further~ 

,',;i~l,,>:~:. ' ' I : '  ,' ,.. , ~ , ,  "~ • < i  . 
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more, ~' ~ telephone conversations I have had w Lth Le~x concer~ o~er 
atters per~aS,~g to ~ags o f f i c e ,  he invariably has-s~ered i the  oo~verea~ 
• on around to t h i s  o v e r a l l  problem and h i s  ~ r e s s t o n s  have convinced ' " 

me that he is more than anxious to arrive at a satisfactory solution to 
this problem, ~ 

z s ~ t  *~e ~ o a a ~  as p o s ~  :a~n.rs ~o the o~e~ .  
tions raised by ~e~ox, and a s  a ~ g ~ e s ~ d  p r e ~ r ~  for o b t a i . i ~  ~ future 
cooperati~ ~t only of ~he Ontario ~ecuri~es C~Rissien~ but a l so  o f  
the OAebee Seem'Xt~es Commission and the various Canadian e x o h ~ s ,  

l e  As t o  Object ion No e i 
' ' ~. ~ , !~  L ~ _  ' 

As you know, as a result o f  the reorganization of ~his 
office, a separate section was set up to process filings 
uade~ Regulation A. New!processing procedures were 
a~pted which seemi~y have passed the tests of time 
and adequacy. At the  present ~Ime all such f i l i n g s  
are completely p r 0 c e s s e d w i t ~ i n  the required ten  dsy 
waiting period, with the exception of s~ch fil~ags as 
are so deficient as to require ~Abs~antial amendment* 
Preliminary ~ closing reports thereon se~%ing forth ~he 
salient f a c ~  of the respective f ~i!Ings usual ly:  cross 
my desk w i t h i n  "a ~ matter  b f  three  weeks a f t e r  the 
filing is made, In addition~ to %lte aforeme~ioned 
processing proce~es~ new follew~ap ~eohniquee were 
adopted to insure a proper policiag Job during ~he 
offering period. The success of ~hess ~ew ~eeh~iques 
is best attested toby. th:e ~mber of suspensioas that 
have resulted under R~le 223, as well as the broker- 
dea ler  r e v e o a t i o n  proceedings  that  have been ~-_-t i~uted 
as a r e s u l t  thereo fo  

A check of the filings under Regulation D indiOates 
t h a t  from %he time o f  the, adopt ion o f  sa id  r e g u l a t i o n  
on March 6~ 1953 u n t i l  Jamar~ 1 ~  1 9 5 ~  ,there were. 
81 such f i l i n g s .  There i s  no doubt i n  my'mind tha t  
the Regula~on A Section of this office could ade- 
quately process these filings wit~ the required 
fifteen day wai~Ing period, partlcularl7 in view of 
the fact that this office is no~ longer processing 
the fil~s under Regulation A that originated in the 
tate~ ¢~ Pe~Ivania. ~ the U1 Is~Aes offered u~der 
gul~ion D, 73 thereof:were o f f e r e d  solely in the 
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t h a t  : b ~ z ~  ui~most o~" ~lae sea~r i t iea  e o ~  IW 8a;tA 
~ J , l . ~ s  are offered :~a l the  area ~10z'aced w : L ~  the J o z ~ ,  
~Ictien of +~his of£iee, ~ta~ the i processlag of the filings 
shm~d a l s o  be handled, .by" t h i s  o f f ,  eel \  ~ ! C ~  would grea?A.~r~ 

done. My" feeling that suchfiilngs ea~ be ccmple~e!y 
proeeosed -~r~az. ~he z-eq~iz~ ~if~6~z; ~ w~L4~ag p e r i o d  
is of  neeessi~ based on the a s ~ p t £ e n  t h a t  we can g e t  
p~O~p~t c ~ e n t ~  ~Z'c~xBen A d e l s t e ~  aud/er Tel !  1~! , te  ,-i~x. 
co~e~len -1ri~ ' ~e :  i~ll-lngs. " t~ .~  the*fo0~ege:i]~]: fee~ 
~hat M~.. L~ax' a ~Irst ob~ectiom san be ~tely me~. 

%he D t ~ S t o ~  of  (~0Z~oz'a~l;~Loz~.~::~e~'. ~dgno, tb:e ~e~ Yet k ~,,, 

T~ ~Le~ O~ the fa~@ t h a t  Lennox on a p ~ e ~  v c l ~ t a z ~  basis  
has been cempellln~ g brokers m~der his ,Jlzrisdie~iozz to• " 
compl~ with e~v.Securlties Acts, there appears to be sc~e 
merit to h i |  Sld:~zZd objection. ~over, X w~d .like tc 
make it abundantly clear that in no event w~Id i welcome 
a sel=tion ~hat weald de~y corpora~ic~s fcrme~ unde~ the 
laws of the v~ae states Of the U~i~e~ States f~ ~ .  
MTlng under Regulation D .  The boO]m: and records Of .- 
companies so incorporated are rea~41~, available to v~s :Ln . 

event of a ~eqo.:Lred :Luvest : l .ga t ion ,~h  is not the fac t  
i n  connect ion w i t h  'comp_~n!es ~ o ~ ' ~ d  :I~ Canada, H~, ,  " 
ever, in order ~e adequatel~r answer ~ ' s  objectlc~, 
%here we,~ seem to be n~ apparent reuen why the Oo~- 
m~s~Lon Co',.~d not ~ Z d  ~ e ~ Z ~ o a  D t o  require aS a .con-, 
d i t i e n  :[::or availability o f  the exeml~:ion, that the issue~ 
~c~aply ~Ith the rules and regulations of the Gauadlan 
provi~oe ,where the issuer has its prlz~ipal business ~pera- 
tions~ ~n~ess some exemption fram compliance is avail~blee 
As a practical matter I do ~ot believe %his would result 
in a~r ~lue ha~dahipe I have. r~cent~l~ ~een in~o-z~d of 
a proposed f i l i n g  unch~" Regalati~ D ,.~xerel:~r tl;e isaue~ 
imten~s complying 'w'~th the rvles and reE~lations of the 
Ontario Securities emmisslen. It misht be well to follow 
this ~.liz~ closely to, observe %he pz~etlcal effect "~ereofe 
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Prom %~e s%a~eimt of our e~forc~e~t problems the 
propose~ ~em~aemt of Re~latien D by ÷~e imcl~siom o£ 
such a ~ I A ' ~ o ~  Would: appea~ f~ b~ a step im t h e  r i ~  
dire6.~ion~,. As you knew, the" ~tario ~ee~rities Ce~- 
misslom re~ires, m m n g  o t h e r  %~S, that . p r ~ o t i o n a l  
stock-be placed in escrow, ~ich such stock is only 
released plec~eal as ~he~proper~ies are developed. 
~is s u o ~ ~  prevents the .s~le o f  ~his promot iona l  . 
s~k to the public, Whether-we llke ~t or not, the 
~ a c t  i s  t h a t  in many imstamces ±n:. eomneo%ion :wi%h, 
f ~ i n ~ e  ~ RegalatiOms A an~ ~, ,pre~o~Ioaal s t o c k  
does  f i~ its w~ imto the-hands eft~e .~bli¢: In 
~his ce~etle~ you might care %o review t h e / c ~ e m ~ : s  
~ha.t wet@ made in my letter to  B~ron: W~odsi~e o~ 
J a a a ~  18, i?~ in oommectien with %he study o£ Regula- 
• flea A. 

~ , e d  ca the conduct+ Cad outcome o~the n~ent  ~ ~ -  
tion hearimg :in C~aa~a, it a~ears that ¢~r ~-ese~t 
objective ..would be to  insure ~at violat~rg of  o~r ~ 
Ac~s could be 1~ought w i C h i n o u r  Jurisdiction for p r c s e c ~  
t i om,  F r ~  Various t a l k s  I have ha£  w i ~ a J i ~  Weir 0£ the  
~ o n t r e a l  S tock  ] ~ a ~ g e  ~ d  ]~  N~Ateer o f  ~he O a n a ~ a n  
~Ck ~amge, ~ere is me doubt  i n  my mind t h a t  most 
of ~he exchange members in @iebec are anxious to clea~ 
up ~he e i t n a t i o n  i n  ~hat  province and w i l l  c o o p e r a t e  t e  
%hat. end,  Yur~her,  I had ocoasion reee~ly %o review 
the prepesed @Aebeo Securities s~a~u%e at ~he reques~ 

fry ~ l l a ~ k  a ~  a s~u~ ~e~e~f ~lea~l¥ i.~i~a~ee 
an imtentien ca the par% of ,  that provlmee te de s~me~ 
t h i ~  a ~  ~ the .present  ~ ~ a  ezie~t,~ in  eommee- 
~i~n Wi~ thor ~e Of securities. ~ased en these 
premises and as overall s~ra~e~, I we~l~ s~rem~i~ 
rec~en~ that a comferem~e be arranged in Canada with 
Messrs .  I~n~, ~ir, McA~eer, T~ebilceck of  the T~ronto 
~cck ~ ~ e ~  and' Heher~ o~ .the ~e~ee S e o ~ r i ~ i ~  • 
8e~aissiom. I would ~er s~m~ly sug~es~ that 
such comferem~e be. arran: ge~ .~ Ralph and .that he 
atten~ the s~e° 1% appears not em%~ possibl~ b~ 
mms~ p ~ b a b l e ~  that .  if t h e y  were a d v i s e d  o~ the p ~  
posed  ia%en~ions e f . t h e  - G ~ u i s ~ i o n  to proceed  a l o n g  ' 

::ii~; :i ~: :::: 
i/:ii ~: ~:~ 
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l we~la a~recia~e 
our earlies~ co~ver~ie~ce. 
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hearted  cooperat ion :~to do s ~ h i n g  abou~,pu~tinE . 

t e e t h  i n  the ~ r a d i t i o n  prov~sion cf:>i~he e ~ s t ~ E  
trea~y~ 1 . . .  : 

havin~ your r e a c t i o n s  on t h e  % o r e g o : l J ~  

' . . .  

~e gion~ ~ m i n i s t r a t o r ,  

~ ÷ ~ i ~ . ~  ~ .~.~ : 

!, 
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Lund has been trying to reach you - left: the following: 

"We have learned that the Quebec new proposed securities 

law has been read twice and will no doubt pass any day now. 

If we are going to make suggest/ons,to our Canadi'an counsel, 

w e  .bet ter  do i t  q u i c k l y .  P l e a s e  a d v i s e  w h e t h e r  t r y  P o l l a c k  

m a y  w r i t e  o u r  C a n a d i a n  c o u n s e l  w i t h  s u g g e s t i o n s  or  s h o u l d  

this be considered more lully. 

z./zs/55 

J 


