
Deariz Senator Bytoes:

February 25, 1936
A .ip.141

fiANb*'1

Following the Buggerition you :afde whi e met

this morning, I shall outline briefly the 1061.-
lative recometendation# Of the Cammisslon, exf·lalned
thle morolng by 111'. Landis.

A security is said to heve unllated trading
prlvilesec when it huu been Ndmitted to trading,
not on application of tao issuing cori:Orations
but on the applleation of an exah,jage. The recom-
menitationS deal mith four categories of such un-
liated securitloti,

(1) Tile firEt Col,Blsts or 411 stocke und
bonds valch nad unlisted exchange trading privi-
leges prior to March 1, 1934. The Securitien Ex-
change Act, in itu prouent form, terminates :jueb
privllegea on July 1, 1936.

The Comullaaion recommfods that thla tradlnG be
allowed to coutlnue 1ndefinltel/. None or Ult:ae
unilated socuritles meet the standards required by
the Aut for exchange trading privilegeD but, m# 6
practical matter, the Commlesion beli·eves that, in
practlge, the maintenence of the status quo will be
10 Ine pubile Interest. Terol nation of these prlvi-
leges would deprive thousand„i *f investors oi tne
market to whic:i they Bre accustomed and would reduce,
often by dleadtrou# proportioths, the buoin*ss of the
timaller exchandes.

(2) The second category consists of aecuritles
fully liuted on one or more ®Achanges. Die question
hers ia - shall other exchanien, to •hica the lasuing
eorporationa have made no liating apollee,tion be al-
lowed to admit these aeouritipa 50 bhlistel ticiding
privileges?

The Commiasion recommenda that 1£ the security
has Bufflolent diltrlbution and treding in the
vicinity of the eichange which applies, auch pl ivllegds



shall be granted. Since all the necessary information
Bus been made public b. the listing on one or more
excntinges, the Commission does not feel tant the laouer '3
failure to apply for listing on another exchange should
necess,rtly be a barrier to trading.

(These two recommendations cover the great majority
of *curltle# vinich would bomffected hy the Coi=i,islon i s
proposed leglola tion.)

(3> The third catedory cotleists of aecuritiea .fu.icl
are littted flowher© but which hav* been ls:tued by corpora-
tions *hich have another class of Heeurities listed. For

Instance, the ·preferred atock*of Corporation A might be
listed nowhere while its commbn stock was liated on the
New York Stock E:re}lange.

The Commission recoir,sends that ouch securities be
eligible for unlisted trading, since tne listing of the
"brotaor A security usually glies the public all the
information neceismary.

<4)' The fourth category,15 not now existent. It
conmists of Decurltles aot listed on any exchange and
not lasued by a corporation Billch ho Piny listed eecurl-
1.les outatinalna but regardini whlch full information 18
available through "reglatration statements ••nd periodic
reportaw, etc., filed with the Commiddion.

The Commlosion hopes such a group mity be, created by
the regit,tration of over-the-counter accuritles :ind the
Comminalon believes that such :46?curl tleu should toe

eligible /or unlisted trading.

If no effective means can bo found of offecting this

purbose, the reco=endation 18 ¥,lthout 616nificance. Aa
d tentative Juddestion to brint; this about, Mr. Landis
tal 5: morning offer ed w rough draft Of a blll requirlog
corporations, whose lanue# are widely distributed, to
undertake the furnishing of perloille *tarning reports
and other data uu 6 condition of offering new GOCUritles
publicly.

In 11:8 <1»14 recommenaations, the Commission 18
Gulded entirely by practical conside: ations. In the 01.her
Laree, At Suggeuts implementing tue policy the T if an
oxchanue taarket 16 deblr:.ble for other ret,5066 lt :should
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not bo blocked solely by the issuing corporationls
failure to seek listing.

In line with carefully xpreased itandards, the
Commlasion, in the proposed ledislation, is diven
power by rule and regulation and by order to ma,ge
tue recommendations fully effective.

I am not a lawyer, my terminology 19 necess, rily
loose and an exact descriptlon 01' the unllated tracing
problem would be much longer than the letter you
sugge,ted. I hope* however, that this may glve you
a very rough idea 'df the Commisslonis attitude.

If you wish further- 0,xplanation or information,
pleaje let me know.

Respectfu.ly your#,

Bonorable James F. .Byrnes
Unl: ed States Senate

Washington, D. C.
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SECURITI:ES AND EXCHANGE.'COMMISSION

DOCKET„ -MAIL AND FILES SECTION .

File -No.. 122-2 BYRNES. JAMES .F. (BEN) 0

CROSS ' REFER.ENCE

Date · · 4-25-35

4-26-35

r

From or To:. XXX

Subject: Advising'€hat Committee to Audit and Control 0 the Contingent'
expenses of the Senate. will 1have a meeting 4-29-35; : Alsoj.
advising that the committee 'will have under consideration,
Senate Resolution #71 and several members of the -Committee Ar•

.desirous of having .Chairman Kennedy' present.

Cbrres-pondence .or .documents

filedrunddr FIle No. 122-3 COMMITTEE *TO AUDIT-AND:CONTROL."THR CONTTNe.$#iT
EXPENSES OF THE SENATE.
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