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10 .8 with great pleasure that I welcome this opportunity of talking with
you about some of our ocommon problemsy I am not a mining man, as you know /buf
a lawyer who, if asked upon the stand, would have to admit that he couldn'€/
tell the difference between a gold mine and an oil well - or even worse, that
he didn't lmow whether he could or not, because he had never seen either, A
Commission like ours has to make use of a great meny varied talents - we have
accountants, economists, securities trading exports; we even have mining en-
gineers; and we have a great many lawyers, It is only as a 1awyﬁr that T want-
to speak to you tonight - a lawycr whose job is not to run mlnes, or tell other
people how to run them - or even how to financé them - but 'is tp try to tell
people = Securities dnd Exchange Commissioners, securities dealers and mining
men alike, just what the law means and what they have to do to keep within it.

I would . not bc realistic if I didn't appreciate that there has been a
great deal of confusion in your territory as to just what the Securities Act
means, and how it works in the practical situations which confront you every
days To some extent this confusion may have been due to us - or at least we
may have failed to do our full part in clearing it up., But, without ceriticism,
it is certainly due in part to you. I do not believe that all of you, or even
most of you, have approached the Act and the Commission's rules - particularly
the rules exempting small issucs from registration - as barriers intentionally
and maliciously interposed by an unsympathoetic Commission betweon the mining
man looking for capital and the public looking for an investment or an inter-
estlng speculation; but certainly some of you have., I have had letters from
some of you telling me that the Commission has some kind of grudge against the
mining industry, and that its rules are merely designed to prevent mining fi-
nancing. What you have said to cach other about us probably wouldn't bear
repeating. d

The charge that the Commission has & grudge against the mining industry is
to me ridiculous on its face, for no conceivable reason suggests itself to me
why any such prejudice should exist,” But this charge is not what I want to
discuss today, for if you believe it, I couldn't change your minds by merely
talking; you would wait for more ccnctrete gestures of friendliness and cooperas
tion before being convincéd. 1Instead, I want to stick more closely to my own
job, which, as I told you, is to try to tell everyone who has a concrete,
specific problem involving sccurities just what he can and should do.to comply
with the law, I want to assume, and to have you assume, that-there are no
differences of policy between us, and thet the only thing wo are interested in
is in finding out what the law and the rules are, and in complying with them,

Perhaps the simplest way to begin is with a description of just what the
Securities Act is and how it works in the ordinary case, Most of you probsbly
know; but if we first draw the outline of the picture it will meke it easier to
see where some of the details fit in.

~ In its general scheme the Securities Act is not a very complicated piece
of legislation, It has often been called the "Truth in Sccurities Act", and
that is just what it is. Only instead of merely making it unlawful, in general.
terms, to sell securities by fraud, the Act secks to go further, and to sot up
specific standards and mechanics of disclosure, so that the buyer of securities,
whether he be investor or speculator, may have some chance of knowing what he

.is buying.

So in general, and without the excoptions, which I will come to later, the
Act says this: ‘anyone who wants to sell securities by mail or in interstate
commerce shall first file with the Securities and Exchange Commission a regis-
tration statement containing all the information about what he is selling that
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the buyer would need as a basis for deciding intelligently whether or not he
wants to buy it:  who the issuer is, what kind of business he is in, what
property he owns, whdt is his present financiael condition, what. rights the
buyer, will get if he buys the security, how much of the money he pays will

go into the enterprisé and how much to the prometer and underwriter, and a
lot of similar things, All this information the Commission is required to
keep available for public inspectien in its public reference room in
Washington, and at the end of twenty days, unless emendments are filed in

the meantime or the Commission on bxamining the statement thinks that it is
incomplete or contains untrue or misleading statements, it becomes automatic-
ally effective without any action by the Commission. It is very important to
remember that the Securities Aot gives the Commission no authority whatsoever
to approve or disapprove of security issues, or to pass upon their merits in
any way - in fect it is a crime for anyone sclling a registercd security to
represent that its registration carries with it any kind of Commission ep-
proval, A security may be the wildest kind of gamble, or may be sold purely
for the purpose of helping the company's president buy himself a new house or
support his mistress in better style, but so long as those and the other rele-
vant facts are honestly and fully rovealed in the registration statoment and
prospectus the Securities Act has done its work. It is then up to the prow
spective purchaser to decidec whether he wants to put in his money on these
conditions,

This, then, is the process of registration - a process which has become
surrounded by many unfounded legends of doubt and difficulty, to such an ex~
tent, I have been told, that some of you have comc to belicve that unless a
security ocould be so0ld under Rule 200 or Rule 202 it couldn't legally be sold
at all, Nothing could be further from the truth. Of course probloms have
arisen between registrants who, however honest, are anxious to paint as rosy
a picture as possible, and a Commisslon which is intent primarily on assuring
to the investor, and even the speculator, a fair chance to know where his
money is going; and even apart from problems of that kind, there has un=
doubtedly been much honest inability, on both sides, to see the other's point
of views But we in the Commission feel that we are progressing all the time
towards o greater understanding of the diffioulties of mining issues, and if
I can do nothing else I can assure you of our earnest desire to coaperate
with you in meeting those difficulties., In support of that statement I can
at least point to the recemtly adopted Form A0-1 - the form for registration -
of the stock of mining companies still in the promotional stage. For several
years such issues had to be registered on Form A~1l = the catech-all form for
use where no specinl form was provided; and neither our experience nor yours
was very happy under that form. A tabulation compiled about a year ago by
someone not on the Commission's staff indicated that of rogistration state-
ments filed for gold mining issues in the three years onding June 20, 1936,
probably more than a third had for ome reason or another never become effec-
tive, or, if effective, hnd coased to be so by reason of withdrawanl or stop
order. This,. it must be confessed, was by far the largest percentage of un-
successful issues of any industry in the country. Presumably the great ma-
Jority.of these statements were filed on Form A-~l, By adopting Form AO-1
" the Commission hes provided a form which undoubtedly calls for more complete
disclosure in some respects, but is at'the same time more specifically adapted
to the problems of the mining industry, so that it is a great deal easdier to
tell Just what information is ocalled for in the form, We have had too 1little
time as yet to judge acourately the effect of this:form, but I think that we
are at least going in the right direction.
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A little while .back I referred to the fact that the requirement of regis=~
tration under the Securities Act was subject to some exceptions, and it is of
these exceptions that I want to talk principally, These exceptions are of
various kinds, and some of them would be of very little interest to you. How-
ever, I think that everyone intercsted in selling mining securities is vitally
interested in at least one group of the exemptions =.those covering issues of
$100,000 or less: the exemptions~generally known as Rules 200, 201 and 202,

Unlike the other exbmptions from registration, thése exomptions for small
issues are not specifically provided in the Act itself, but are the product of
a discretion which the Act confers upon the Commission to exempt small issues
from the registration and prospectus requirements of the Act. The precise

uage of this discretionary power is often very important and &0 I will
roa 1t to you

"3(b). The Commlssion may from time to time by its rules and regulae-
tions, and subject to such torms and conditions as may be prescribed
tharein, add any class of securities to the securities exempted as
provided in this section, it it finds that the enforcement of this
title with respect to such securities is not necessary in the public
interest and for the protection aof investors by reason of the small

: amount involved or the limited character of the public offering; but

"no issue of securities shall be excmpted under this subsection where
the aggregate amount at which such issue is offered to the public
exceeds $100 000," ’

The first thlng to note is that this section (which gives the Commission
the only discretion it has under the Act to grant oxemptions) is not a dis-
cretion to exempt any particular issus from registretion. The Commission can-
not look at an individual issue and decide that registration is for some’
special reason unnecessary or inappropriate; it can only adopt general rules
laying down the terms and conditions upén which issués will be excmpt' from
the registration requirements. However, if an issue oomplies with the pro-
visions of a particular rule it is automat1ca11y exempt from registration’ just
as much as if it were specifically named in the Act as exempt, and without
any further action by the Commission,

The second thing to remember is that ewen though an issue comes within
one of the Commission's rulos and is therefore exempt from registration under
the Act, that exemption has nothing to do with Sections 12 and 17, the sec~
tions 1mposing civil and criminal liability for fraud in the sale of securi-
ties, It is just ns easy to go to jail for selling an exempted security by -
fraud as it is if the seocurity is registered under the Act,

In the third place, it is important to appreciate that the exemptions
provided by these 3(b) rules have no relation whatover to the so-called
"intrastate exemption™., That exemption is provided by Section 3(a)(1l) of
the Act itself, not by any rule of the Commission; it exempts any security
where the entire issue is sold exclusively to residents of the state where
the issuer 18 incorporated end doing business. The meaning of Section 3(a)(11),
and the conditions which have to be observed in operdting under it, are dis-
cussed at length in an opinion of the Commission's General Counsel publ1shed
in Securities Act Releasec No. 1459, and I suggest that if you plan to issue
securities in reliance on this oxemptlon you first study carefully that opinion.
For my presemt purposes, it is enough to point out that if the entire issue is
sold to residents in ascordance With the conditions of Section S(a)(ll), the
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issue is exempt from registration regardless of its size; and, conversely, if
an issue is exempt under one of the 3(b) rules, because of its small size, it
may be sold to anybody, regardless of residence. The two types of exemption
are onbtirely independent of cach other,

There are quite a few rules under Section 3(b) dealing with particular
types of securities and with .special situations., The most important for your
purposes, however, arc Rules 200, 201 and 202, the three rules under which the
great bulk of small corporate issues are solds I would like to discuss these
three rules in detail, : : :

Although I know that some people believe that these rules, or at least
parts of them, are complicated and obscure in their meaning, they have always
seemed to me pretty logical and simple, and except in peculiar situations easy
to apply. Nothing could be simpler, for instance, in the usual case than Rule
200, which exempts, with only one condition or restriction, any issue of secu-
rities of the ordinary type - stocks, bonds and the like - where the aggregate
offering price to the public does not exceed $30,000.

Almost the only troubles with Rule 200 come from the one exception or con-
dition. That is, that in determining how large an issue may be sold under the
Rule it is necessary to deduet from $30,000 the amount of any offering made in
the past year of securities of the same issuer, or anyone else controlling,
controlled by or under common control with the issuer. - The securities which
have to be deducted, you must remember, are not just other securities of the
seme class but all securities (with two exceptions which aren't important)
issued by the same company or anybody in the same control family.

Surely the reason for thls condition is obvious. Congress in authorizing
the Commission to exempt small issues clearly intended that this power should
be exercised carefully, and should be so limited that only financing which was
really small financing could come in under the umbrella. For the Cormission
to exempt freely all offerings of $30,000 or less would open up the door to
far more unregistercd securities than could have been contomplated by Congress;
for such an exemption would make it perfectly possible for a company to raise
$150,000, $200,000, or even larger amounts without registration by the simple
process of offering $30,000 this week, $30,000 next week, and so on, until the
desired amount had been sold. Or, if a slightly less crude device were wanted,
it would be possible to form a mining company ond sell $30,000 of its stock,
then form another company, sell its assets to it, and have that company sell
$30,000 of its stock, and so on indefinitely, In either event the result
might be the raising of large sums of money without registration and without
any protection to the public at all, It is in order to prevent this kind of
evasion of the purposes of the Act that the rule is so drafted that the unre-
stricted oxemption which it provides is made available only for a single
$30,000 offering each year by any company or group of companies or iffiividuals.

In working under the Rule, you must remember that what your company may
now offer is $30,000 less any amount your company or any other company related
to it by practical control, up, down, or sideways, has offered during the past
year. The amounts which have to be deducted include.private offerings as well
as public; for example, if the promoter tekes 51% of the stock in exchange for
property, the company can't then go ahead and sell the balance for $30,000; it
can sell only $30,000 worth less the amount taken by the promoter. In getting
the dollar value of "the amount taken by the promoter", you have to take the
actual value of the property which he gives for his shares, if you can establish
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‘ifﬁny actual value, If you cen't -~ as is usually the case = you have to value
the shares issued to the promoter at the same price. per share as the price at
which you offer the balance of the shares to the public, or else at their par
value, whichever is the higher. Of course, if the shares issued to the pro-
moter are valued on the company's books at par when the shares offered to the
public are sold below par, that valuation may in itself be misleading; but if
the company actually sets up a misleading valuation it can't*be allowed to
claim a lower value for the purpose of increasing the amount of exemption
available under Rule 200,

By "aggregate offering price to the public" we mean just that - the amount
the publie has to pay, not the amount the company receives after payment of
underwriters' commissions or other e¢xpenses,

And by "control" we mean just that too. In spite of all the criticism

I have heard of the vaguencss of the rule, it isn't very difficult to decide
in most cases whether control in fact exists, If a promoter forms & corpora=-
tion, and sells a mining property to it for 51% of the stock, becomes the
president of tho company and gencrally dictates its policics, he is in control-
of that company, If he does the same thing with another comnany, he is in con-
trol of that one toos. And the two corporations are under common coitrol, and
between them can make only one $30,000 offcring of securities. under Rule 200 in
a single year, Similarly, even if before he forms the second corporation the
first has folded up and disappeared, the securitics offered by the first have
to be deducted in deciding how much the second may offer, for at the time the

= first made its offering it was controlled by the person who now controls the

» second, The same thing might be truc even if he didn't take 51% of the stock;
25% or 10% might be enough to give working control if the rest were scattered
in smaller blocks. By "control" we mean conbrol in fact ~ actual power to con-
trol the policies and management, Some of the confusion has perhaps beoen caused
by the fact that we in the Commission often are¢ not in e position to say whether
or not control exists, That isn't because therc 1s any rasml difficulty in the
concept, but becausc actual power to control depcnds on facts which the peoplse
involved know and which we don't’ and can't, When you come to me and ask whether
you control the X company, it mawy bc possible for me to answer; if you are the
president and a director and hold 60% of the stock it is sclf-evident that you
do, and I tell you so. But maybe you oply hold 305, and it isn't clear on the
faces. 1In such cases all I can say is: "Woll, are you in control or aren't
you? You're the man who knows." True, I may have to advisec you that if it is
a close question it is safer to assume that control does exist; but in the
great majority of cases, so far as I have becn eble to tell, the gquestion isn't
a close one - it is perfectly obvious, one way or the other, to anyone who
really knows the facts,.

Sc much for Rule 200, Rule 201 is a little different - in some ways broad=
er and in some ways narrower. It covers issues of almost every kind, and all
the way up to $100,000, the top limit of the Commission's powers, Like Rule
200, it has no prospectus requirements, no escrow provisions, no restrictions on
the way the securities may be sold, But the Commission felt that if it was to
grant a blankct exemption of this kind for issues larger than the $30,000 allow=-

. €d under Rule 200, it should do so only for securities of what you might call i
- investment grade. Of course there is no way of being sure just what will turn
out to be sound non-speculative investment, but the rule tries to sot up at
least a few sign posts. Foer one thing the securities have to have relatively
high par values or denominstions - $100 for stock, $500 for bonds = no bargain

basement stuff. They have to be sold at not less than par or face value
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(except for bonds, which, to meet present day market tendencies, can be sold at
90). They have te be sold for cash, and, to keep out too much water, be part
ef a class which has not been sold except for cash during the past year. (This
is subject to one exception which isn't very important). They have to be the
kind of sccurities which can be sold without too much sales effort - the rule
doesn't cover them if the issuer has to pay more than 10% in underwriting and
distribution costs, All this because the Commission felt that it shouldn't
waive the entire scheme of buyer protection contemplated by the Act for issues
betwoen $30,000 and $100,000 unless it could ensure the existence of some sort
of safcguard as to the kind of security involved. .

As in the case of Rule 200, you have to deduct from the top limit allow=-
able the amount of other securities offercd - including those still being
offered - during the past year; but in two respects this requirement is less
strict than Rule 200, In the first place, you don't have to worry about any
Y"oontrol" problem under Rule 201, for that rule requires deduction of past
issues only if they wore sccurities of -the same issuer, And secondly, you
don't have to deduct past issues which were registcred under the Act, or were
issued under some other exemption, such as the privatc offering exemptlon of
Section 4(1), or the intra-state exemption of Section 3(a)(ll). Past issues
have to be deducted only if "exempted from registration solely by reason of
this or any sther rule under scction 3(b) of the Act"., Thus, you would not
have to deduct securities issued to promoters for property, at least if the
promoters took for investment, since that would be a transaction "not involving
any public offering", and so exempt under Section 4(1) - although you shouldn't
forget that if the promoters! securities were of the samo class they would have
been issued "otherwise than for cash", end that faot would defeat the exemption
under Rule 201l.

Rule 201, however, docsn't do a great deal of good for the average mining
issue, for mining stocks aren't often sold in $100 shares, or on a mere 10%
underwriting spreads Rule 202 is the mining company's home field, Let me go
through its requirements one by one. .

Pirst: Rule 202 applies only to shares of stock in & corporation or
similar Interests in a trust or unincorporated association. And by "similar"
we meen similar; we don't mean a beneficiary's interest in a testamentary
trust, or a bondholder's intcrest in property subject to e corporate mortgage.
The only similarity those things would have to a share of stock is that they
would probably all be securities., We mean interests which carry rights, an-
alogous to stockholders! rights, in business enterprises organized along the
same general lines as corporations, For instance, we mean the type of interest
that a shareholder has in & Massachusctts bu51ness trust - an enterprise which
is a corporation in everything except the technical form of its organization,

Seconds Rule 202 has no maximum par or stated valuc requirement, You can
sell onc cont par value stocks under it, But whatever your par or stated value
is, you can't put your public offering price below it, whether it I5 a cent or
2 hundred. dollars. Not even by such deviees as selling to the promoters at par
and getting the stock donnted back, or selling one share at. par and "giving"'
another awny, can you get eround this requirement, The "not less than par" re-
quirement 1s waived only in the case of treasury stock reacquired for cash or
its equivalont at the current bona fide market or selling price.

Third' As under Rules 200 and 201, you can't sell successive wcekly
editions of stock, This provision, however, follows the lines of Rule 201
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rather than Rule 200; you don't have to worry about issues of other companies
in the same "control" family, and you don't have to worry about issues which
were registered or had some other ground for exemption than the 3(b) rules.
All you have to deduct is offerings of the same company which were made during
the past year, and which were exempt only under Rule 202 or one of the other
3(b) ‘rules.

One point might be made here, which is equally applicable to Rules 200 and .
201, When we talk about offerings of securities made during the past year, we
mean primarily offerings jinitially made or commenced during the past year. Any
such offering which was exempt solely under one of the 3(b) rules (and in the
case of Rule 200 any such offering at all) must be.deducted, except to the ex-
tent that it remains unsold and has been withdrawn. Offerings begun more than
8. year ago don't count, even though they mey have been carried over into the
year. However, if an offering begun morc than a year ago under Rule 202 is
still open at the time you are starting your now offering under the rule, the
amount remaining unsold and still being offered would have to be deducted, since
you can't offor morc than $100,000 undcr Rule 202 ot any onc time,

Fourth: Distribution expcnses must not exceed 25% of the public offering
price., In other words, if the issue is to e frec from the registration re-
quirements, the buycr is to be assured that et least threc-quarters of his money
goes into the-enterprise. This provision can't be evaded by "giving" the under-
writer some additional bonus stock, for calling a thing & "bonus" doesn't pre-
vent the so-called gift from being one of the company's expenscs of distribution.

Fifth: Promoters'! sceurities issued for services rendercd in excess of the
promoters! actual expenscs or for property in excess of its fair wvalue must be
tied up in sueh a way that thcy can't be disposcd of or liquidated until the
company shows a ycar's operating profits. In other words, the public stock-
holders, who as likely as not have put up all the working capital, must be given
a fair chancc to sec whether it will work, beforc the promoters can be allowed
to pull out and take their profit with them,

Sixth: A prospoctus, containing & bare minimum of fectual information,-
must be filed with the Commission and uscd in every sale., What must go in the
prospectus is set out in the rule in full; it is very simple and I won't go over
it, When you've got all that in you can put in anything clse you like, so long
as you keep it honcst - for as I said before thesc cxemptions.arcentt exemptions
from the fraud provisions of the Act. This prospectus must be given to every
prospective customer at the time you first approcch him; no "come-on" letters,
telling o wido mailing list to write for a prospcctus if interested, are per-
mitted, And furthermore, no advertising in ncwspapers is permitted unless in
the form of a re~print of the prospectus. The first time you approach the cus-
tomer, whether by mail, newspuper advertisement, radio or personcl interview,
you must give him the prospoctuse

In connection with the filing of the prospectus, I might point out that,
unlike the rcgistration requirements themsclves, there is no waiting period in
Rule 202 prospectusts. Thc requirement is only that three copjes of the pro-
spectus be filed, and ns soon as it is filed it may be used., However, as most
of you probably know, thc Commission docs as & matter of practice go over the
prospectuses filed with it, and if it sees anything obviously wrong - either
something left out or something apparcntly untrue or misleading - it writes a
letter pointing out what it thinks is wrong. A letter of this kind, either
eriticising the prospectus or advising you that it secms to comply with the
formal requircments of the Rulc, gets out in anywhurc from four days to two
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weeks, depending en the number of prospectuses which have piled up for ex-
amination. So,-although there is nothing in the rule about waiting any period
of time for clearance from the Commission, it is just as well from your own - ~
point of view to wait for a couple of weeks and see if the Cemmission has any -
comments. )

Incidentally, I might say that it is perfectly proper under the rule to
file your prospectus in typewritten form in the first instance, and have the
printing done end the final copies filed after you have got your letter from
the Commission, .

This, I think, completes the picture of the differences between the three
Rules - Rules 200, 201 and 202, Before I close I woulq.like to discuss one or
two problems that arise equally under all three rules.

The first of these problems concerns the extent to which exemptions under
these rules may be combined with exemptions under.other provisions of the Act,
or with the registration of other securitics of the same class. For instance,
we are often asked whether it is possible to sell, say $200,000 worth of secu-
rities at the same time, offering $100,000 worth to residents of the home state
and selling the other $100,000 under Rule 202, Or we are asked whether it is
possible to file a registration statement covering the whole $200,000 worth and
while waiting for it to becomes offective start the sales campaign with a
$30,000 offering under Rule 200. To both of these, and all similer questions,
we are obliged to say no, not just %o be obstructive, but because with the Act
as it is we have no choice, Section 3(b), under which all of thess rules are
adopted, is quite specific on-the point; it ferbids us to exempt any "issue of
securities . « « o where the aggregate amount at which such lssue is offered to
the public exceeds $100,000", In the casos I have given, it seems perfectly
clear that the "issue" -is one which exceeds $100,000 in aggregate offering
price, Securities of the same class, offered on the same general terms to the
public as a part of a single integrated financing program, cannot be segregtited
into separate "issues" merely by announcing that one part will be registered
and another qualified under Rule 202, Nothing ocan be clearer than that our ex-
empting power was designed to cover small financing, not small portions of
large financing operations, The exemptions provided by these rules can be
used only if the total emeunt of securities of the same class involved in the
same general finencing plan or transaction falls within the maximum allowed by
the particular rule concerned - $30,000 or $100,000, as the casc may be.

The second general problem is that of assessable stock., I have received
letters accusing the Commission of forbidding the sale of assessable stock,
This is not true. What the Commission has donc is to prohidbit tho use of
these rules for the exemption of assessable stock from registration where the
total amount of nssossmonts which mey legally be levied is more than the
$30,000 or $100,000 top limit allowed by the rules, Stook asscssable above '
these limits may be registered under the Act as any other stock may, and then
offered to the public in the same monner as non-assessablc stock.

This exclusion ef fully assessable stock from the benefit of the exemp-
tion rules is not based on an uninformed prejudico on the Commission's part.
The Commission knows that, although assessable stook has been unscrupulously
used many times as a means of -stripping the ignorant of all their loosc pen-
nies without leaving them anything morc than an cngraved picce of paper to’
show for it, it nevertheless has a logitimabe place in tho honest financing
of mining development. But here ogain we are driven back to the limitations
imposed by the Aot upon:the Commission's cxompbing powor: the "aggregate
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smount at which" an exempt issue may be "offered to the public" may not exceed
$100,000. When you "give" away a share of assessable stock, on an agreement to
pay such assessments as may thereafter be levied, or even without such anagree-
ment, it isn't really a gift, for in order to keep what you have purportcd to
give him the recipient must pay such amounts as you may see fit to levy on him
as assessments, The same is true if you purport to sell the stock to him at
some nominal figure., In either caso, the actual offering price, from any resale
istic point of view, is not the original cash paid, if any, but the amount which
by the terms of the stock the buyer may be made to pay in the future if he is to
kecp his stock. When that amount is unlimited, the aggregate offering price for
the purposcs of the rule is likewisc unlimited, and no excmption is availablec,

This view has now bee¢n indicated expressly in the rules, by amendments
adopted last October which specifically state that the "aggregatc offering
price" of assessablc stock for.the purposes of the rules "shall be taken as
the sum of the offering price thereof dctermined as hereinafter provided, and
the aggregate amount of &ll assessments that may legally be levied therceon",
So far as the Commission is concorned, howcver, thesc amendments did not change
the effect of the rules as they stood beforc the amendments; so far as I am
aware, the Commission never understood the rules to exempt stock issues which
were assessable above tho cxemption limits, The amendments were merely ine-
tended to make clear what scemed to us the obvious effect of the rules even
prior to the amendments.

Now, I think I have taken up c¢rough time in discussion of the particular
requirements of the exempting rules which are most often applicablc to mining
securities, As I said earlier, the rules in gencral sccem to me pretty simple
and easy to understand, ot least if you read them carefully. Of course, I
don't mean that pcculiar situastions may not comc up ~ situations which just
weren't thought of when the rules were drafted. When situations of that sort
come up the thing to do is not just to swear at the rules, but to come in and
ask us what we think about it. We in Washington, and the Commission's Regional
Administrators, arc-always gled to try and find the nnswer to any problem when
it is a specific, concrete problem where we know all tho facts. Talk to the
Regional Administrator for your region, or, if you prefcr, write a letter to
him, giving him exoctly what you want to do and what your difficulty is, and
he or the other men in his officc will spend all the time nccessary to try te
find the answer. That is what he is there for., If you will do that, I think
we will all find it casier to-get on together.
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