
) Minutes of the Code Committee ~eeting, July 22, 1935 
Waldorf-Astoria Hotel, Carpenter Suite, 2:30 P.M. 

Present: Messrs. B. Howell Griswold, Jr., Chairman, Presiding 
Francis A. Bonner 
Sydney P. Clark 
Edward H. Hilliard 
Lamartine V. Lamar 
Lawrence H. ~iazks 
Frank McNair 
Daniel W. ~yers 
Henry P. Tompkins 
Sidney J. Weinberg 

Also ~essrs. Percy M. Stews.rt, proxy for Mr. George Bovenizer 
George C. Brownell, Davis, Polk, Wardwell, Gardinier & Reed 
Rollin A. Wilbur 
Frank L. Scheffey 
Charles A. ~ead 

) 

After introducing Mr. Brownell who he stated would answer any 
legal questions which might develop in the dis~usslon, Mr. Griswold re- 
viewed the Code situation. He stated the funds in hand would permit the 
continuance of operations until about August 15 on a reduced basis which 
had been inaugurated. Decision, therefore, must be reached whether to 
cease all activities and retire or continue efforts to work out some pro- 
gram. He outlined the discussions with the N.R.A. officials and the S.E.C. 
officials since the last meeting of the Committee, and discussions with 
counsel, all of which had been carefully considered by the Executive and 
Policy Committees. As a result of these conferences it seemed apparent 
that new legislation would probably be necessary to safely continue the 
organization as a self-regtulating and self-disciplining body. Counsel ad- 
vised that a voluntary Code with no disciplinary provisions would be un- 
enforceable and for all practical purposes useless. 

Possibilities of organizing the Code Committees into an "exchange' 
have been discussed with the S.E.C. and counsel and the Policy Committee and 
it was the general opinion that while the plan had n~ny attractive feat ores 
it was impractical at the present time. 

Therefore, it seemed that there was only one other course to 
pursue, urn_less the Committee decided to go out of existence without further 
effort, and that was to keep a skeleton organization at a .minimum of expense 
for the purpose of maintaining the contacts with Washington developments, 
conferring with S.E.C. on its rules and regulations and other problems af- 
fecting the industry of immediate vital importance to dealers and to study 
the results of two ~ears of effort in the formulation and administration of 
the Code with a view to its improvement. 

~,Lr. Griswold said that ~essrs. Landis and h~athews of the S.E.C. 
favored such a plan, es did also Mr. Peebles of the N.R.A. 
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I~. Griswold reported that the S.E.C. felt that the 3200 registered 
doalers renresented by over 100 voluntary Committeemen gave them a broader 
contact ~ith the industry than they were able to obtain from any other source 
and that contact with the dealers through this source would be helpful to the 
S.E.C. in the solution of the problems which they have before them. 

~. Peebles of the N.R.A. had also expressed the hope that some 
semblance of an organization could be maintained because in the N.R.A. they 
are working now on plans for voluntary fair practice codes. 

};~. Griswold reported that he had discussed the plan of maintaining 
a skeleton organization with Mr. Whitney and Mr. Wood and that they favored 
such a program. He had also discussed the matter with ~,~. Crane who thought 
the idea of having a Committee was good but it should be very much reduced ~n 
number and should be appointed by the I.B.A. 

At the invitation of Mr. Griswold, ~. Brownell stated that he 
had gone over the several plans which had been discussed and his conclusion 
was that there were only two ways to reestablish the Code: One to create 
Stock Exchanges, such as Mr. Griswold had suggested, but that he had con- 
cluded that there were some legal difficulties and moreover it would t~/<.e too 
long to carry this program through. He also believed that amendments to~he law 
would be desirable if not necessary to make such Exchanges possible; or (2), 
(and in this Mr. Hostetler agreed) have registration under a voluntary agree- 
ment which in his opinion would require an amendment to the Securities Act or 
the enactment of some other legislation. He again felt that this was imprac- 
tical because of the time element, 

He thought that it would be helpful to keep an organization together 
for the Rurposes expressed by the Chairman. 

Mr. Bonnet raised the question as to whether or not there was not 
a third possibility, that is, of having a voluntary code under the Federal 
Trade Commission, and he cited as an example the proposal which has been 
put forward by the Wholesale Tobacco Dealers. In response }~r. Brownell said 
that that might be a third possibility but pointed out the limitation on the 
authority of the Federal Trade Commission in respect to effectively approv- 
ing trade practice agreements and enforcing their provisions. 

I~. Griswold asked each one present to express his opinion as to 
the course to be pursued. All those present spoke in favor of an effort to 
continue the Code and to refer the question to all registered dealers except 
~. 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 proposed should 
be done by the Code Committee and the Washington office and that keeping alive 
the Code organization was a duplication of effort. 

After such expression of opinion and a full discussion it was voted 
unanimously that the situation should be fully explained to registered in- 
vestment bankers with the recommendation of the Code Committee that a skele- 
ton organization should be maintained in ~ashington for the.purposes herein- 
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above expressed by the Chairman, on a budget which would not exceed $2,000 
per month; that the letter should request each registered investment banker 
to approve or disapprove the policies and conclusions of the Code Committee 
as stated therein and his willingness to support such a program by voluntary 
contribution which should be based on the last Personnel Report and with a 
basic rate of $5.00; and that a Committee composed of the Chairman and Messrs. 
Bonner, Clark, Scheffey and Wilbur should draft such a letter, submit it to 
members of the Code Committee and, if approved, the Managing Director to send 
it to all registered investment bankers as soon as possible. 

In conclusion Mr. Griswold said that one other reason why he favor- 
ed the referendum was that if the dealers should not support the Committee 
in its recommendation the record would show that the Code died from lack of 
support of the dealers and not because the Corrmittee had voted itself out of 
existence. 

The Committee voted to refer to the Finance Conxnittee, with power 
to act, the following matters: 

19s5) 
1 - Paving off dissenters (See Price, Waterhouse letter July 18, 

2 - Payment of Mr. Hostetlerls bill 
3 - Disposition of unexpended funds 
4 - Personnel and salaries 
5 - All other questions relating to any liquidation of the affairs 

of the Code Committee. 

l~nere being no further business the meeting adjourned. 

Fz&nkL. Scheffey 

Acting Secretary 
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Wallace H. Fulton, Director, 
Investment Bankers Conference, Inc., 
i010 Vermont Avenue, 
Washington, D. C. 

Dear Mr. Fulton: 

-2 - 

July 18, 1988. 

I have your letter of July 16, 1938, inquirin~ as te the attitude of the 

Commission on the formation of associations under the Maloney A@t. The trend 
of our thinking on the matter is as follows: 

In the first place, we are delighted at the ~enuine and wholehearted re- 

sponse of the industry and of various local or regional groups to the program 
envisaged by this legislation. The steps which have be~n ~aker, in various lo- 

calities and re,ions to form informal organizations ~o work on the problems under 
the Act are extremely ~ratifyin~ to us. They indicate a sincerity o~ purpose and 

an enthusiasm which should bear fruit in the development of the pl'o~ram which 
lies ahead. Furthermore, they reveal a healthy,!growin~ re~]ional consciousness. 

In the second place, we feel that the best form of cr~anlzation would be a 
stron~ national association, truly representative, includin~ the zmall as 'well as 

the la,'~e elements in the business. It seems to us that a stron~ national asso- 
ciation can best deal adequately and effectively with the important questions 

which will arise under the statute; and cope effectively with the problems of an 
industry which is truly national rather than local in character. 

In workln~ towards the formation of such a national aszociation, we believe, 

however, that the organization of informal local or regional ~roups can be most 
helpful. We do not at this time know whether these local or regional ~roups will 
emerge finally as affiliated associations or whether they will merely be local or 

regional parts of a strong national or~anlzation. We have advised some local 
groups not to crystallize their programs too fast and not to endeavor immediately 

to form associations with the view of qualifyin~ them under the statute either as 
national or affiliated associations at this time. We feel that the local or 

regional groups that have been organized and that are bein~ organized should re- 
main sufficiently flexible, so %.hat when the form of a national organization is 
finally decided upon, they can then undertake to mer~e themselves into the na- 
tional association: to remain as integral, regional parts of the national asso- 
ciation; or to become affiliated associations of the national association. Mean- 
while, they can make a most important contribution in working with and advisin~ 
us and in helpin~ us chart the course of action for full organlzation of the in- 
dustry under the statute. In this sense we want to work from the ~round ~Ip, so 
as to cover all aspects of the problem. 

At the same time, we hope that plans for perfectin~ a national organization 

will continue. Meanwhile, representatives of the Commi~sion, workln~ in coopera- 
tion with a committee of the Investment Bankers Conference Group, will continue 
to canvass the various regions of the country with tile view of asslstin~ local or 
regional ~roups on their problems and of acquaintin~ the Commission with the 
special problems and points of view of ~he various re~ions. 

I want to add that we are appreciative of the cooperation which we have re- 

ceived from the Conference, the Investment ~ankers Association, various local and 
regional groups, ~nd individual members of the industry in launchin~ this impor- 

tant program for the over-the-counter field. 

Yours faithfully, 

William O. Douglas, 
Chairman. 

~--000---- 



y-w~r-c,_ 


