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16 January 1935 

To All Code Committee Members: 

I enclose a resolution adopted at a meeting of 
Regional Chairmen held at Washington on January 14-15, 
together with a memorandum signed or initialed by all present 
at such meeting, (Exhibit "A"), There were present thirteen 
Regional Chairmen and four alternates selected by those Regional 
Chairmen who were unable to be present. 

In order to facilitate discussion on this subject 
at our coming meeting on January 22 I give you briefly an 
outline of the history of this much discussed "old issue" 
problem: 

During the latter part of April, almost immediately 
after our office was opened in Washington, an opinion was reque sted 
with respect to this matter. After considerable dis~~ssion it was 
referred to counsel who on July 5, in connection with the subject 
of concessions to banks, gave an opinion with respect to the inter- ­
pre tat ions of Article V Section 4 and Article IX Section 7 relating 
to concessions on old issues. I enclose that portion of the opinion 
which relates to this particular subject. It is marked Exhibit "B" 
for identification. 

At the Atlantic City meeting on July 14 - 15 there was 
presented to the Code Committee by the Interpretations Committee a 
proposed interpretation of Article IX Section 7 (a). The recard 
of the Code Committee meeting with respect to this matter, including 
the proposed interpretation, is enclosed marked for identification 
Exhibit "C". It will be noted the subject was reforred back to the 
Interpretations Committee. MY recollection of the reason for re­
ferring it back to the Committee was that while the Code Committee 
was agreed in principle to the proposed inte~retation, as a proper 
extension of the one-price principle to old ~ssues, practical 
difficulties were found in applying the interpretation as drafted to 
the cases of trading operations. Subsequent discussions have 
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developed the further objection that such a restriction might 
constitute an improper interference with the right of an investment 
banker to make his own price in any individual transaction where the 
security involved was not subject to any group or joint account. 

Thereafter the Interpretations Committee again 
considered the matter and authorized the Managing Director to give 
an office opinion in a form approved by the Interpretations Committee 
but directed the Managing Director to release the opinion to members 
of Regional Committees only. This opinion is herewith enclosed 
marked Exhibit "D" for identification. It is my understanding 
that this office opinion has been quite generally observed over the 
country as Vlould seem to be indicated in the memorandum attached to 
the Regional Chairmen resolution. However, there are some districts 
in which it is ,,:ot being observed. 

Since August 8 the matter has been in the hands of the 
Interpretations Committee who have found difficulties in drafting an 
appropriate interpretation or amendment. 

This subject involving the one-price principle insofar 
as it relates to old issues is in my op,n,on one of the most important 
subjects, if not the most important subject, before the Code Committee 
and I earnestly hope that it may be disposed of at the coming meeting 
in the Code Committee on January 22. 

This letter, with the enClosures, is sent to you in 
order to give you information which will facilitate discussion and, 
if possible' lead to a disposition of the matter at our coming Code 
Committee meeting. 

RAWlS 

Rollin A. Wilbur 
Managing Director 
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Exhibit A 

January IS, 1935 

The Regional Code Committees of the Investment Bankers 
Code, as repTesented by thirteen Chairmen and by four Regional 
Committ.eemen , representing Chairmen, respectfully submit to the 
Invest ment Bankers Code Committee the following statement. 
It i s the unanimous opinion of the Committeemen assembled th.3.t 
the principle and ",-:.ro.t of the following statement be adopted 
as an ~endm~nt to <he 00de or as an interpretation, whichever, 
as a matter of practical administration, can be put into prao­
tice most promptly. 

"It is the spirit and intent of the Fair Trade 
Practice Amendment to the Investment Bankers Code 
that all registered investment bankers make all their 
sales (other than on regularly organized exchanges) 
of old or new issues of municipal and corporation 
bonds and/or stocks or other securities as defined 
in the Code at dollar or basis prices, and that no 
discounts, concessions, or rebates be allowed to 
any person, as defined in the Code, except where 
such person, as defined in tho Code, is a registered 
investment banker," 

There is attached to this memorandum a statement bearing 
the signatures or initials of the Regional Committeemen present, 
which statement is for the information of the Code Committee and 
which indicates the practice that is now being followed by the 
Districts in regard to the matter of concessions and discounts • 
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Exhibit A (Contd.) 

Laying aside interpretations of the existing Code, 
(1) Do you favor a rule forbidding all concessions to other 
persons than registered dealers? (2) Is your district 
working under the idea that they are now forbidden? 

;;'EMBERS OF REGIONAL 

COMMITTEES PRESENT 

George W. Davis, #1 

Francis F. Patton, #2 

Devereux C. Josephs, IJG 

E. F. Connley, #4 

David R. West, #5 

Royal D .. Kercheval, 1/6 

James J. Minot, Jr., #7 

George N. Lindsay, #8 

William R. Dal.ey, 119 

James M. Hutton, Jr., #10 

Charles A. Smith, #11 

Charles T. Sidlo, #12 

Y. E. Booker, #13 

John Dane, *14 

John A. Prescott, #15 

J. Howard Arthur, #16 

George V. Rotan, #17 

* (Technically ye3) 

Q,UESTION (1) Q,UESTION (2) 

YES 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

x 

17 

NO 

o 

YES NO 

x 

x 

x 

x 

x 

x 

x· 

Don't.know 

x 

x . 

x 

x 

x 

x 

x 

x 

13 Yes 
3 No 

x 

1 Don't know 

Round Robin initiated by 
and certified correct by 
George V. Rotan - 1/15/35 
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INVESTMENT BANKERS CODE COMMITTEE 

WASHINGTON D C. 

EXHIBIT "B.!!. 

C'OJPY 

!.!AY A REGISTER D I NVESTIIENT BANKER GIVE A CONCESS ION 
TO A BAlIK THAT IS !lOT A R ' I STERED I NVESTMENT BAIlKER 
011 SALES MADE BY SUCH ru.:GISTERED I NVEbTMENT BANKER 

TO SUCH BAlIK? 

The answer to this question is, No. 

So far as such registered investment banker would b. 
concerned the position of such bank under Article IX, section 
7, would be that of aIlY "member of the public not engaged in 
the investment banking business." 

With respect to a new issue of securities the transaction 
would be subject to Article V, section 4, and the price to 
the bank could not be lower than the public offering price, 
without aIlY deduction, abatement, concess ion or commission 
whataoever. 

With respect to existing securities, such transaction 
would be ~ suhject to Article IX, section 7. , 

The cardinal rule of interpret ation prescribed in Article 1 
of the basic Code, is that "all practical in connection with 
the investment banking business ahall be just, reasonable, 
and non-discriminatory". The spirit and intentio~ of the Code 
is to make a one-price business, without unfair preferences 
or discriminations of aIlY form, manner, or description. Art­
lcle IX, section 7, makes the price basis in aIlY transaction 
between a registered investment banker and aIlY person not 
another registered inves tment banker the "same price" at which 
at the time of such transaction such registered inve s tment 
banker would b~ or sell such security, as the case rIlI1Y be, 
from or to a person ~o is a member of the public not engaged 
in the inves t ment banking business. 

Thls language fairly lmpllea, I believe, the same price 
to every person not another registered inves tment banker, and 
whl1e, in the case of old securities, aIlY investment banker 
who i s not a party to OO\V syndicate, Joint account, or selling 
group agreement clearly has the lnherent right of ownership 
to fix hl. own price and to change it at aIlY time, never-the­
less, his price when made ~t be the same price to all persona 
not other r egi s tered inves t ment bankers, and I think thl. 
necessarily preclude. and forbld. any discrimination or pre­
f erence, and a conce.sion would amount to such & diocrimlnat i on 
or preference. 

Re apectful~v submitted, 

Paul V. Keyser 

Counsel for the Commi ttee. 

---



- , 

f' _ . 

IN VESTMENT BANKERS COCE COMMITT E E 

WASHINGTON . D . C . 

El-:f.tDI T "C" 

COpy 

l1£t or di~cul3si Il, t he Comt1tt ae r oi'errcd beck to the 
Int erpretati on Commit tee for i'urt hc r s tudy :md r eport t he 
~u t i oD or conces s i ons and price di ecr1minations on sales to 
tho general pubUc by r egi stered inve3t!l1ant bnnkel's . The aug£estion 
Gub1:dtted by t ill! Int er pr otnti II Co=1t tee \:,'US in t.he om or a 
proposed inter ' ()tn~ion of , tiela I X, Section 7 (a ), a a rollomu 

"Ar t icl e I X, 'ecti~n 7 (a ), shall be interproted so 
t l:vJt no r egis t ered .i!lVe::lto ,t bank ~hnll., in t course of' his 
iuvelJ t nent be.nJdne business . 1th~l' direc' 71 or i.'ld >J.y, 
di ecr 1.n1nate in pri ce between difi'm' t purc ser3 or t he 
security where such InlI'chas~l'S ara not r oais t erad inve w ant bankers 
end wher e t he ef' GC t of "ueh dlser iminntion = y be to , t he 
r i ce of euch ooour i t y to uny h urchaoer a pri co ot h2r t h:J:n tl:vJ 

seme price a t ",hioh at t he time of 8uch purchasc QUch r c stared 
investm t bc.nk Ol ' auld soil such socurity to I!lIY person "h:) i s e 
m 'lbar of tho 'bU c not gaged in t oo !nvc:; ent OOnJdng bt:1li.'lIlSS , 
but n t hing harci n contained ehail prev ·t ei~ter l nvOllt t 

er i'1'Otl s elect ine t heir 0 c t ero in bona f i de transac t i s •• 



I NVESTMENT BANKERS CODE COMMITTEE 

WASHINGTON . D . C . 

EXHIB IT 1'1) 11 

To Chairmen of Regional Committees: 

COpy 

August 8,1934 

Questions have come before this office regarding the granting 
of concessions und.er the Code. 

The opini on of t his office on this subject is as follo.s: 

1. 10 Registered Inyestment Bariker may allow concessions, 
commi s s i ons or discounts on old Br new issues to any one othe r than 
another Regi stered Investment Banker. 

Exception: An allowance IIISJ' be made when such allo.ance is a 
method of changing the price and is open to all purchasers at the 
time such allowance is made. 

2. No Inye s t ment Banker Whether or not Regjstered maT 
allow concess ions, commissions or discounts on old or new iSBues to 
any one other than another Investment Banker. 

Exception: An allowance IIISJ' be made when such allowance is a 
method of changing the price and is open to all purchasers at the time 
such allowance is made. 

The purpose of the Exceptions, as given in 1 and 2 above, 
i8 to allow t rading hous es and t hose dealing in municipals to continue 
their usual practices although it i s urged that steps be t aken to have 
all quotations on a net price basis. 

COpBs of this letter have been forwarded to all members of 
your Regional Committee. 

Very truly yours, 

Rollin A. Wilbur 

Managing Director 


