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To dewber o of the Conferonca Comilttess

The specisl comaiitee on dArafting a permanent plen of
orgnisation for the proscat Inveitment Bankers Conference Commdttec
bas asked me to gand you for your considerntion end comaemt the enclosed
draft of w Canstitution which sabodies tha plan upon vhich 4t has
tentatively agrocds, It hos sloo asked me to explain briefly the reasons
for 1ts varicus provieions, I do not know how funllisr you ere rith
the activiiios of this sommitter to dute, 80 perbans I should esy just a
vord first by way of background,

Soon after 1tes avoointment this committse had a conferonce with
Ur. Londin end other meabe s of the staff of tha Z.E.Ce %0 dlscuss the
problims iavolved in setting up & permopent orgenizstion to earry out the
surposes of the so=celled Confor nece Plan, &s set forth in Mr, Griswold's
letter of Octodber 12 to all investment bankers mnd securd'les deslers
(cory enclosed herewith), At that mecting Mr, Whitney reviewed briefly
the ezperience of the indusiry at selferegulntion both pricr Lo sad under
the Cofde, snd expressed for the comdtiee its bellef thut without the
nosgibllity of employing ganctions eimilar to those poraltte’ wiler the
HeloRehe end the Code, no woluntary orgeniration could schieve the
effoctive self=discipline decired, It mus of course recoiniczed by
evoryone present that under the present stote of the law, enabling
leglelation would have to be had to parmit sanctions of thet sort, so
the ressibility of securing such loglislaiion wus also dlscussed, The
net result of the mesting wos that Iy, Landis asked the committee to
drew up in dotsil en "ideslistde nl-a" of orgsnization, ono which the
cormittee thought deelrsble end which ecould reclly do the job of effectivily
self-regulating the business, He suggested thet this be dome "™dithout
regerd to existing law or voliticsl expediency®™, esad thet ths problem of
meking 1% it the law or the low fit 4t could them best be mot, This
the committer agroed %o do, ond 4t 1o %o thie end thot the enclosed dreft
15 sddressed,

Before comaenting on the specific provislons of the Conmotitution,
it may be well first to mike ons or tro generel obeervatioms, As you will
see, the Constitutlon, ns prepontly drewn, contemnlates the orgsnizstion's
toking thoe legrl fora of a voluntary asscclation, The gquestion, howaver,
of vhether it chould teke this form or that of & non-profit corporetiom
12 =t1ll being considered. by counsel.




So that the basle pl:m ae embodiad in the Constitution would resd
more consacutively, the provisions have not be«n seoperated Into Constltutlcm
snd Dy-lLews, This =111 be done luter whem the question as to leg-l form
is finelly decideds 4t thst time othor by-laws, having to do «ith purely
anlalstrative details, i1l be added, It perheps should be mentioned
hare too that 28 yet there has be n no copsldered sattempt to ~ut the final
polish on any of the laaguige used.

Az to the zpeciiic -roviclons of tho Conatitution, 4t =111 perh=ve
be beet %o desl with them Article by Avticles

Article . Conpiderable thousht wes given to the muttar of a
nsme, After consicdering the impiiesations of a grest meny porsibdble
combinations the one used in the present draft wes decidod upon a2 belng
most accurately descriptive of the proposad organlszstion,

irticle 1. This irticle merely sets forth the purposes of the
Institute snd recuires no comacni.

You will gee that 8aection 1 of this Arilcle mukes
almost evoryone actuslly emgeged in the investnent benking or sscurltles
businesze eligidle to naadoretin, The comaliice felt, hosever, in view
of the responeibility vhich ths Institute propcces taking uson {tself end
the privileges and other imnlications of membercship, that the District
Committe~s, in pasaing urom aprldernte, should be glven some authority
to kasp out at lozat the generally recognlzed undeslradles et present in
tho businesg, The provisica az drawm, therelors, goes es far toward
throwing the door wside opon 28 the Comalttee thouzht wise,

You %111 recognlsze Sectlom 1 (e) of this irtiele ss sudstantislly
fdentical to Coetion T of irticle IY of tha rules in effect wader the Codee
Tols provision of course providas the te-th which ths comittes thinks
ecoeatisl to the Institutels being effective and 4s the section of course
vhich necessitates the enezbling leglslntion referred to shove,

Section 2 Lo included to vrovide for banks and mmicirel deslers
should they be vnwilling, for sny reason, to subscribe %o regular membere
shine

The remeining “ections of this Article ne+d no sneclsl comment
ond foctions 3 end 4 will doubtless eventunlly go into the Dy<Laws,

Article IV, Ths provisions of this Artlcle have to do solely
vith brench offlicess Sections 1 end 2 will, of course, evontually be
in luvded in the By-Laws,

Article ¥, This Article, as you will see, gives the Coverning
Comalties comnleote cdiscretion in tho matter of cuss, sssesements and other
CI‘E!"EO‘.



Sections 1, 2 snd 3 of this Article set forth the
clrcmtmee.: and eonditions wnder «kich memberchlp in the Institute moy
be forfelted, cnd Section 4 provides for reinstatemente All of these
provisions epeck pretty clesrly for themsolvea,

irticle VII. This Article desls with the two quesiloms ehich
geve tho Commitioe more comcerm thzm ny othersjy namely, (1) the powers
to be vested in the Cove ning Committee end (.e) the mothod of selecting
the membe s of thei Comalttee, On Lhe one hand, the cammlttes folt that
to be effective and %o avold the cusbercomecmess snd delsy which cherzeter-
ized the Code end proceedings thersundsry the Institute had to have &
governing body which could act forcefully end swiftly, which eculd mcke
rules coopeditiously and abolicsh them just ec quickly if they proved unwise,
snd which could ect generslly with precizion snd dispetche This, the
commitbtes felt, necessiteoted giving the governlng body very brosd, geaneral
end fleaible powers, On the other hand, as the Institute wus %o bs based
on volwntary egre-ment, it woe perfecily obvious thet every assenting
nember, no matter how lerge or how zmell, would went some vord in the selection
of the body to which 4t wes turning over so much porer, Eince proetically
enyone in the business was elicible to membership, there were obviocus dsngers
in pure democrecy, mmd on tho other hsmd porular su-port m:nifestly could
not be attained Af the Governiug Committer was appointe’ and self=per-otuating.
The protlem, therefore, wes Lo strike & balsnge somevhere betweem appointe
nent snd pure democrstie revrogsent tion which would belsctisfectory to sll
sartios and 21l interests concerned, and the committec feels that the mothod
of eleotlion herein provided goos sbout as far toward gowcalled pure democrocy
as 1s preeticable in vler of sll the considerations involved,

Section 1 provides for dividing the country into thirtem loesl
distriets rather then seventoon 2o wnder the Codes By so doing, ths
comnittee hero has attempted to make the districts conform more asarly
to naturel trade srees then did the dlotricts provided for umder the Code,

Cection 2 vests the governnrnt end edministrution of the Institute
in the Governing Committoe of tweaty-one members, It glves the CGoverning
Comaittee the broad genersl powers which the comxdttiee thinks essentinl
to ite effective afninistration of the objeots and purposes of the
Institute,.

Seotion 3 provides that the Governing Committoe shall ecpoint
the Metrict Committess,

Section 4 provides for represemtotion of the peveral districte
on the Coverning Committec, One critlclm of the Cole Comitte was that
1% wos not geogr: hieslly representotive or inde«d representutive of the
verious types of business which po to mrke up tho industrye The provieions
of this Sectlon are deslmed %o give ecch dlat-ric* at least one resroasenta=
unmthaﬂomingcmmgmdltmamtmtopmvidotw
spprepriste eddition:l renresentation of ths more imcortant finencivl sroas,



fection 5 decls with the term of office of the membe s of the
Governing Committes and for the trensitlon from the Inves'ment Benkers
Conference Comnitter to the new orgunization,

Saction 6 eontoins merely susplemental provisions to fectione 4
nnd 5.

fecticn 7 has %o do with the menner of election of membere of
the Governing Comoltieo. Ao has been indlested abeve, this matter hes be-m
glven a grest denl of thought, the rrovisicns have been drasn with great
care, tnd the schene devised goor os far toward pure democrsey as the
committee has thought proctiesile in vier of the obvious coneiderations
end interaeste involved,

Sectlion 8 has to do =ith vzeuncles and needs no comment,

fections 9 rnd 10 sre self=ex lunatory snd, of course, will
eventuslly be in the By-Lava.

The provisions of thig Article hove to do with
the alnctlm of oficers and tho eaployment of couwnssl end sn adzsinlstree
tive wteff, end recuire no soeclcl commonte

vestz in the Goveraing Commitiee powar to zvopoint
comaittecs in additiom to the Disiriet Committocs, snd in the District
Committees, sudject to the soprovel of the Governing Commiites, rover
to appolnt cuch subecomuitiecs wg Lhey deem necessury,

Irtdele Xo FSection 1 gives the Governing Committer specifie
poror to acopty, Interpret, adminlster and enforce rules of fulr practice,
As yety, no rules have besn drswn but the plan of the committse i toc stert
off with & set of rules subastantlelly similsr to thoso in effcct wnder the
Code and with vhich the industry 1s elrendy fomilisr, The comaittes plans
to omit euch rulee as the Code evrerlence proved unwise or wmworkahls,

86 that the Coverning Committee will not be required to prcmnlg:uu/
national riles to meet rurely local situstions, Metrict Committees, by
fection 2 of this Article, are glven porer to adopt guch locsl rules of
fodr practice, oudbjoct to the epprovul of the Coverning Committee, as they
decm necossary. The committee's thoupyht here 4z thet this w1l provide
decentralization, greater [lexibility, end more eofficlemt aiministration,

fecticn 3 provides peielties for infrections of the rules in
sddition to thoze provided by Artlele VI, Foctlon 2,

Sections 4 snd 5§ of this Article are self-ex-lsnatory,.

irtdcla YI. £11 of the Coctiome of tlhds Article gpesk protty
well for themselvesn,



Article XII. The provislons of this irticle have to do »ith
additions, alterations or smmimrnls %o the Comstitutiom, Oiace no
annual or other mseting of «1l the mombers of the Iastitute s pl:nned,
the scheme of smcnimemt 25 hero provided was thought wise and expeditioua,

You will note that I have enclosad else for your conziderntion 2
tentative schedule of procedure for hendling conmplsints, This w1ill have
to be tied in #ith the Rules of fulr practice vhem they sre promilgated,

The £4T.Ce 18 vory anxious %o get owr plan of orzenizzation
at the sarliest possible moment, The drufting committe , of coursa,
fouls thot 1t 4s imcortunt to hear from ull aembere of the Confor-nce
Committes belore diccuseing the plon with the §,7.C., £o 4t hes asked
mo to express the hope that it may have eny commonts or suggestions
which you msy cure to meke as soom &s possible, If you will adiress
your renly $0 me, I shall see that it 1o elroulsted esong the coammittee.

Cordlally yours,

Hurrey Eoneon



