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August 80, 1942

The Honorable

Alfred F. i Better -- ....... .

Houite of Representatives
Washington, D. Ce

My dear Mr. ,Belter:

This hao further referenoe to ·your letter of
August 11, 1942 to Chairman Pureell encloging a gopy of
e le,tter sent to Mr. Wallace H. Fulton by Mr. Samuel De
Lunt. ThRt letter oontalned ¥arlouu comments on pro-
posed Rule X-15C1-10, R *opy of which ESS supplied to
you by Chairmen Purcell.

The proposed rule was drafted in this. Division
as d result of studies which have been made of the over-
the-counter market slnee the formation of the Commisoion.

Thit; Division has become increasingly ewore of a practice
vihich le growing in the ovor-the-Gounter market for
dealers to buy from or sell to their customers at prices
bearing no reasonable »lationship to the provalling mar=
ket prices. This practice 18 indulged by many- over-the-
counter dealers, not only in connection with the purchase
and Bele of eecuritles which are traded exclusively in the
over-the-counter market, but also la Connection ulth trena-
actions in seeurities which are listed on national seou-

rlties ex¢hanges. As a result of the dlaoevery of this
practice, the Commission in the past two years has losti-
tutud many proceedings against deal©rs for the purpose of
revoking their registrations and thus denying them the
right to 02666® 12 the securttles buslness by the use of
the facilities of interstate commerce and the maile. But
thlu Division elronsly feelg) that adequate protection to
the public in matters.of this kind requires the. adoption
or appropriate regulations which will make available to
casiomerecurrent information ebout market prices, or some
other equivalent type or information, to easble them to
make an informed and· intelligent judgment in eech trane-
aotion of purchase and Gale.

Thus, the only purpose of the proposed rule 18
to make information available to customers which will 'pre-
vent the purchase and Bale of seourities by dealers st
prices bearing no reasonable reletionship to current market
prices. This te interaction whioh le austomartly required
by informed investors before they enter into transaction®
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of :;his.nature. You will note that the proposed rulo does
not require the disclosure of profits. It merely requiree,
as- utated earlier, disclosure of current market prioes.

I wish · to advise you further that this ,Division
mailed the proposed rule to representatives of the seeu-
rities industry on July 29, 1942 to obtain conatructive
aug&©stlens *hlch* would ald la the drafting or a rule de-
signed to eradicate the evil meationed above 516* the leost
possible laterference te lesitimete over-th©-counter trans-
aotions. nerule is still. in the 4180uasion stage and la
an effort to obtain the ¥lews of all 1nterooted pereons, the
tim,9 for filing Commente on the Yole has been extended to
September 150 1942. . bleedless to 647, all eomaents which are
mad,3 will be given very serious oonsideration." Moreovers
should counter proposals be reeelved which would .appear to
.accomplish the purpose sought la a more desirable manner, a
red r#ft of the rule 111 undoubtedly 46, sent to members of
the securities induotry for further commont and oonsidera-
tion. In no event will any rule of this nature be presented
to the Commieslon ror adeptlon without alvinS all interested
per®ons 68 opportunity to be heard.

I wish to thank. you Ser letting me have the oppore
tunity Of Beeing Mr. Lunt* 8 Comment;B.

¥*ry truly yours,

Jazies A. Treanor, Jr.
atractor
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