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Fort Worth, Texas. 

Dear .Amon: 

April 3, 1946 • 

I was so sorry it was necessary to bot her you by telephone 
last week in connection wi th t he anticipated secondary offering of the 
211, 000 shares of .American Airl ines , Inc. stock owned by The Aviation 
Corporation and wish to thank you for your wonderful cooperation in the 
matter.- I can assure you Victor also deeply appreciated it and I under­
stand he has already dropped you a line to this effect . 

As advised you by 1phone, we already had t aken preliminary 
steps (without mentioning any name) to see whether it would have been 
possible to have obtained permission from the N.A.S.D. and, while I do 
not want to bother you with a lot of reading 'material, I am t aking t he 
liberty to attach a copy of letter received from them showing j ust hew 
difficult it would have been. · 

I do so hope to have the pleasure of seeing you when you 
next come to New York, but in the meantime wish to t hank you again f or 
your kind consideration. 

I ' phoned 1.ir . Charles E. Cr awley, of Merrill Lynch, as per 
your request and he was deeply appreciative. 

With warmes t regards, I am 

sm ely, 

BllD:ms l{:47 h--

P .S .-When you mentioned t he wor d "steak", my mouth started to water, as 
there is no family in the world who love to see their dinner table dressed 
with a fine piece of steak more t han the Deetjens. 



"Gentlemen: 

"Your letter of March 26th has been received. You ask whether 
it is permissible under the Association Rules for Association members form-
ing an underwriting group to provide that the principal underwriters could 
subunderwrite parts of their commitments with an individual. The agreement 
among underwriters would provide for sub-underwriting less a concession up to the 
underwriting spread. The sub- underwriter would not be a broker or dealer or 
a member of the Association, but an individual who would purchase the stock 
for his own investment, and would not distribute the stock or in any way 
participate in the distribution of any of the shares offered. 

"Section 24 of Article III of the Rules of Fair Practice provides: 

'Selling concessions , discounts, or other allowances, 
as such, shall be allowed only as consideration for services 
rendered in distribution and in no event shall be allowed to 
anyone other than a broker or dealer actually engaged in the 
investment banking or securities business; provided, however, 
that nothing in this rule shall prevent any member from sell­
ing any security owned by him to any person at any net price 
which may be fixed by him unless prevented therefrom by agree­
ment. 1 

Since the proposed individual sub-underwriter is not a broker or 
dealer and is not engaged in the investment banking or securities business as 
those terms are defined in Section 3, Article I of the By-Laws, Section 24 
of Article III of the Rules of Fair Practice would prohibit members from sub­
underwriting part of their commitments as underwriter with such individual, to 
the extent that such individual would thereby receive any concession, discount 
or other allowance. In addition, Section 23 of Article III of the Rules of 
Fair Practice would prohibit members from sub-underwriting or selling any 
part of their commitments 11 to any Person not actually engaged in the invest­
ment banking or securities business at any pricevr..ich shows a concession, 
discount or other allowance." 

In reply to your second question, underwriters who are Association 
members could not become a party to an underwriting agreement along with such 
an individual who was not a member of the Association as Section 25 (b) (2) of 
Article III of the Rules of Fair Practice provides that: 

'no member shall * -lE- ~- Join with any non-member broker or 
dealer in any syndicate or group contemplating the dis­
tribution to the public of any issue of securities or any 
part thereof. ' 

What has already been said answers your third question. Under­
writers who are Association members could not sub-underwrite part of their 
commitments with two or more individuals who are not broker/dealers, not 
members of the Association, and not engaged in the investment banking or 
securities business, and members could not become parties to the under­
writing agreement with such individuals as principal underwriters. 

The foregoing opinion represents the opinion of this office based 
upon the facts set forth in your letter and it im;concurred in by Counsel. 
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•It 7aa. desire a fonal interpretation b7' the Board or Go'f'ernors and will so , 
advise us, the questiens will be preHDi;ed to the, Board at ite aext aeeting. " 

Very trul7 7ours, 

.• 

,, 

r ,. 


