Mimites of the Code Committee Meeting, July =22, 1935
Faldorfwdstaria Hotel, Carpenter 3uite, 2:30 F,M.

Precents Messrs, B. Howell Griswold, Jr., Chalrman, Preziding
francis 4. Bonner
Sydney P, Clark
EZdward H, Hilligrd
Lamarting ¥, Lamar
Lawrence H. Marks
Frank Mclair
Danicl ¥, Myers
Henry P. Tompkins
Sidney J. Weinberg

Also Measrs, Percy . Stewart, proxy for Mr, George Bovenlzer
Jeorge C. Brownell, Davis, Polk, Wardwell, Cardinicr & Reed
Bollin A. Wllbur
Frank L. Schaffey
Charlez A, Head

After introducing Mr, Browmell whe he stated weanld answer any
legal questions which might develop in the discussion, Mr. Grisweld re
viewed the Code situatlon. He stated the fundz in hand wouwid permit the
continuance of pperations until about August 15 on a reduced basis which
had been inaugurated. Decizion, therefore, mmst be reached whether to
cease all activities and retire or continue offorts to work out some pro-
gram. He cutlined the discussions with the K.H.A. ofrficials and the 3.2.C.
afficials since the lagt meeting of the Commdlttee, and discussions with
counael, all of rmhich had been carefully considered by the Erecutive and
Policy Committecs. As a result of these conferences it seemed apparent
that new legislation would probably be necessary to safely conbinue the
crganization as a self-regulating and self-disciplining body. Counssl ad-
vised that a voluntary Code with no disciplinary provisions would be un-
enforceabls and for all practical purposes useless.

Possibilities of organizing the Code Committees into an "exchange"
have been discuzsed with the 3.E.C. and counsel and the Policy Committes und
it was the general coplnion that while the plan had many attractive featuraos
it was impractical at the npreseat time,

Therefore, 1t seemed that there was only one atheor courss to
pursue, untess the Committee decided to So oub of existence without further
effert, and that was to keep a skeleton organization at a minimim of expense
for tha purpose of maintaining the contacks with Washington developments,
eenferring with §,E.C. on its rules and regulatlona =nd other problems af-
fecting the industry of immediate vital importaonce to dealers and to study
the results of bwo years of effort in the formmlation and administration of
the Code with o view to ibts imzrovement.

Wr. Grizweld said that Messrs. Landis and Mathews of the 5.EF,0.
favored such a plan, as did also Mr. Peables of the H.R.4.



Mr. Griswold reparted that the 5.E.C, felt that the 3200 rogistered
doalers ronresented by over 100 voluntary Committeersn gave theom a broader
contaet with the industry than they wers able to obtain from any other source
and that contact with the dealers through thiz source would be helaful o the
% E.C. in the solution of the problems which they have before them.

Mr. Peebles of the N.R.A. had also espressed the hope that zome
semblance of an organization could he maintained becpuse in the N.H,A. they
are working now on plans for volitntary falr practice codes.

Mr. Griswold reported that he had discussed the plan of utaintaining
& skeleton organization with Mr., Whitney and Mr, Wood and that they favored
sucir 4 program, Ha had also diseassed the matter with Mr. GCrane who thought
the idea of having a Committes maz good Dot it should be very muich reduced In
nurter and should be appointed by the I.H.A4.

ot the invitatlon of Mr. Grisweld, Mr. Brownell stated thot he
had gone over the several plans which had been discussed and his conclusion
was that there were only two ways te reestablish the Code: Ohe to creats
Stock Exchanges, such as Mr. Griswald had suggested, but that he had con-
tluced that there were some legal diffleculties and moreover it would take too
long to carry this program through, He also believed that smendmerts to the law
would be desirable if aot necessary to make such Exchahges possible; or (23,
fard in this Mr. Hostetler agreed) have registration under o voluntary agrec—
ment which in his opipion would reguira an amendment to the Securities Act or
the cnactment of seme other legislation, He again felt that this was improc-
tical because of the tima element,

He thought that it would be helpful to keep an organization tozether
for the purposes expressed by tha Chairman,

NMr. Boaner raized the question as %o vwhether or not there was net
a third possibility, that ia, of having a voluntary code under the Federal
Trade Commisslon, and he cited as an example the proposal which has begen
put forward by the Fholesale Tobacco Dealersz., In response Mr. Brownell said
that that might be a third possibility but peinted out the limitation on the
antherity of the Faderal Trade Commission im respect to effectively ApRTov-—
ing trade practice agreements and enfercing their provisions.

Mr. Griswold aslted each one present to express his opirnicr as to
the course to be pursued. Al thoze present spake in favor of an sffort to
continue the Code and to refer the guestion to 2ll registercd dealers cxcent
Mr. Sidney Weinberg who stated that in his opinion the whole matter should
be dropped as the I.B.A.could carry on all the work that was prenosed should
be dgna by the Code Committee and the Washington office and that kezeping alive
the Code organization was a duplication of effort.

After such expression of opinion and o full discustion it was vohed
unaninously that the situation should be fully esplained to registsred ine
vestoent benkers with the recomzendation of the Code Committee that o skeleae
ton organizaiion shouid te maintaimed in Washingten Tor the fuposes herein-



N

above exprested by the Chairman, on a budgst wnich wmld not exceed $2,000
per manth; that the letter should request each registersd investment banker
to approve or disapprove the pelicies and concluszion:z of the Code Committee
asz stated therein and his willingness to suoport suach a program by volunfary
contribution which should be bazed on the last Persospel Report and with a
basic rate of $5.00; and that a Committee camposed of the Chairman znd Mesars,
Bonner, Clark, Scheffey and Wilbur should draft sueh a letter, submit it to
membars of the Code Conmittes and, if approved, the Managing Dircctor to send
it to all registered investment bapkers as soon as possible.

In epnelusion Mr, Orlswold said that one other resson why he favor-
ed the referendum was that if the dealsrs should not support the Committre
in its recommendation the record woeuld shew that the Coda died from laclk of
zuppart of the dealers and net because the Committee had voted itself out of
existence,

The Committes voted to refer teo the Finance Committee, with power
tog act, the following matters:

1 ~ Paying off dissenters (See Price, Waterhouse letter July 14,
1935) -

Payment of Hr., Hostetler's bill
Dispoaition of wnexpended funds

4 ~ Personnel and salaries

5 - All other queationa relating to any liquidation of the affairs
of the Coade Committes,

=
3
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There being no further businesa the meeting adjourned,

franik L. Scheffey

Acting Secretary




July 1@, 1938,
Wallace H. Fulton, Dipmetnr,
Investment Bankers Confercnees, lac.,
14010 Yermont Avehue,
Washingtan, D. C,

Dear HMr. Fulton:

I hrave your letter of July 168, 1338, laguiring as te the attitwde of Lhe
Cemmisalen on the formation of aszsoclations uhder the Maloney Act. The trend
of our thilnkingd on the matter is as follows!

In the first place, we are dellghted at the denuine and wihelchearted ree
spense of the industry and of varlous losal or redional jroups to the program
enviseged by this legislation., 7The gsteps whleh haove beon Lnker in various leo-
calities and redions to form informal organizatiocns .o work on Lhe provleas uander
the Act are extremely gratifying to us, They Indliratle 3 zirgerity of purpose and
an enthusiasm which should Sear frult in the development of the program whieh
lies ahead, Purthermors, they reveal a healthy, 'growing reclonal consclousness,

In tYe zecond place, w= feerl that the best form of crdaptzation woeld te a
strong vatlonal assoclation, truly representative, leacludiag the seall as well as
the large elerents in the business. It zeerms to us ~hat a strond nationol ASE O
ciation can best dezl adequately and effoctively with the inmportant aguestlons
which will arise under the statute; and cope eff=ctively with the problems of an
industry which is truly national rather whan local in chrracter.

In working towards the tarmation of such = matlonzal ascociabticn, wo belleve,
hawever, that the organization of Informal local or redivnal dreoups can be moat
helpful. We do not at this time xnow whether these tooal nr reglonal groups will
emerge Finally as affiliated asgociatlons or whether Lhey will merely %e leocal or
regional parts of a strong national erganization. wWe have advised some lmcal
groups not teo crysialllze their pregroams teo {fast end neol to endeavor lmmediately
to form assoctatlions Wwith the view of gqualifying them vnder the siatute either aa
national or affillated aocspciatione at this timae. WwWe [foel that the local ov
regionsl groups that have bgen organlzed and that ar2 being ordanized =should re-
main sufficlently floxible, 50 that when the form of a natlonal ordanlizatlon 13
finally decided upoh, they can then urdertake to merge themselwves inte the na-
tiohal asscciation: to remain as integral, regtitonal parts of the national assa-
ciatlon: or to hecone affiliated associations of the national zssociation, HMean-
while, they can make n most important contributlom in working with and adwising
ws and in helping us chart the course of action for full organlzation of the [n-
dustry under the statute. In Lhis sepsae we want to work from the ground up, so
as to cover all aspects of the prablem,

At the same time, we hope that plans for perfecting a national organizatlon
will continue, Meanwhile, representatives of the Conmission, worklng In coppera.
tion with a commlitee of the I[nvesiment Hankers Torferoence Group, will coptinue
to canvags the warious regilons of the countey witi tne view of asslsting local or
redlonal groups on their probiems and af acquainting the Commission with the
specigl problems and polnts of view of the various reglons.

I want te add thut we are zppreciative of the cocperation which we have re-
celvod from the Conference, the [nvestmoent Manieers Assoriatlon, vrarious 1scal and
regional groups, and indlvidual merbers of the indusiry in launching this lnpor-
tant program for the avar-the.counter ficld.

Yours [nlthfully,

William 0. Douglas,

Chalrman,
PRY p [
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