v v DRCLASSIFIED
f Authonty f@_;qﬂ“

?BFiPHAMI}atF g7

‘m
rLEACCUSED BT THE RATGHAL WTHUVED
Lo

y
¥

Moy 10, 1955

MEMORANDTM RE TONTTED STATRS—
ANIDIAN COOPERATION O SECURITIES
IB THE STATE OF NEW YORK

2 mambar of prodlsms face Tnited States prosscutors
vhen they ntiewpt to enforee our 1ave agatvat Canaddan residents
vho sell securitien inbte the lnited States in violstion of onr
lavs,

Ths eactradltion treaty pansed a few yosrw agoe, even I
properly implamented by the Camsdisn comrts, solves caly ome of
these prodless. They inciunde (1) the aiffievity of gathering
svidence in g foreipn lands and (2) thet aven vhen fomnd, the
introdustion of sweh svifenss in our ecuris is rerely poesibls
under existing rules without the attendanse &n the Dnited States
of fdentifying vitnssaes. . |

It inveriably 1s foond that in the prood of freud,
avidence of the falsity of representations ia in the pooression
of Cammiian residents wio are sometimes not sympatbetle to our
yrossoutiana, and vho, of ccurse, are not swemabls to oo sub-
POSDAS . m:mmmmmmufm
more frgquendtly thon does the fallure of the exiating extra-
dition trenties. Such fallure also wmy comcsdvably be dus o
insuffisient or favity evidetoe. - |
| The sbovs difffonities ofton prevent fromd from being
uwsed ax 8 basis for prosecution of Capadian cases, Tho only
mmﬂmmmmmwmm
provisitins of omr securitiss lawa, Such violations sye not..
extraditakle offenses under axisting treaties or copventions.,

8ince overt acte In these fronds sre committed in
Gmﬂuwﬂmhmﬂq,pﬂﬁnﬁ@@thm
there as well as in the Taited Btates, For the repscms stated,
anch presecctions wonld be mors sucscessfal than those hronght
hara, This, however, regquiresr full cooperatlon frop Cansdian
officials., |
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SERARALCTO AT THE hATUIHAL BRCRIVES

Bach 2 declaration of cocperative policey and ts
implepentation in chs Province of Outario in 1953 drcve the
stookntosrs cut of that provises but they soon sought a haven
in guwbes. For s whils they operated in that provinse with
succesg, MNew Jaws and the declayation of &2 mew policy In the
errly part of this yonr apsms to have had a desirablis offoct
in Quaboo, Therwe Mes Deon a sarked decresass in this type of
astivity there éwring the liast three months. It iz hopud that
it 1p a permeznent devalopsant.

3t would appear then that securities frauds can bs
‘effectively denlt with through the sooparation af the Cansdian
securities suthoritiss, Bvidence of thixz ia found in tha
mrked change thmt took place when the (mtarie Seeuritics
Commission poncwnoed, in $hs puklic interest, that it would
revake the registration of any Camadlap denler, issver o
promoter whe is registersd mdier their lsws upon a sdoncing tihat
such deslar, isgosr or premster has viclated United States
servrition lows (including technienl provisisn=l, Yhis was dopo
aimaitarmously with the ameuncemant thet the Camadlap Commisalon
wonld cooperate with United States aunthorities In the gathering
of" evidence., Not a single Justified complaimt ardsing out of
totaric transaciions has besn received in my Securitios Buresu
gines the ammouncement of this poiley. |

As you know, beceguse of scme mlsmmdsrstapiing between
the (ntario Securitics Comulssion end the Sweuritiss sxd Exchange
Commission, the fermer unilaterally strogated its praisewarthy
daclaraticon of pelicy, smd the conmtinmmnes of the vholesome
rezults that followed are new serdously amtangared, It woalld
apmthpntﬂtwmmhtﬂammmthmw. —
Perhaps by treaty or by the snsstoent by both governmentz of '
reciprocal legislation, sush policy s vas announced by the
tntario Seemrities Commtusion eould be made Into a pevmmpent
policy. Coopargtion would then becoms compulsory rathar than
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opticnal or temporary. It appears to mo that this is a fiald
that the Eenate Forelgn Relations Commitiss might well axplore
and develop In the interast of the frea flow of risk capital

tetween both conntries,

JACCH K. JAVITE




