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January 4, 1938.

TO ALL MEMBERS OF THE CONFERENCE:

There is enclosed cne copy of the Rules of
Fair Practice and Procedure for Handling Complzints
against Members of the Investment Bankers Conference,
Inc.

This document contains chronologicslly all
the Rules of Fair Practice that have been oifficially ap-
proved ana adopted by the members cf the Conference and
supersedes the documents sent you under dates of May 25,
1937 and Octeber 13, 1937.

Your attention is called to Article IV, para-
graph 1 of the Rules which reads ac follows:

"Tach member of the Conference shall keep in each
office maintsined by him a2 copy of the By-Laws and a copy
of the Rules of Fair Practice =znd of zll additions and
amendments from time to time made thereto, and of all
interpretative rules made by tne Governing Committee,
whicn shell be available for the examination of any cus-
tomer who mekes request therefor."

Very sinccrely yours,

R

Wellace H. Fulton,
Director.

Enc.

FrANK L. ScHEFFEY, Co-Director, New York
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PULES OF FAIR PRACTICE

Article I - Adontion and Internretaztion

1. The following nre adopted as the Rules of Fair Pructice of the In-
vestment Bankers Conference, Inc., pursuznt to Article VII of the By-Lows.

2. The Rules shall become effecctive as nrovided in Article VILI, S:ction
1, of the By-Laws,

3. The Rules shall be interpreted in such manner os will eid in effec-
tuating the purposes and objects of the Investment Bankers Conference, Inc.,
as set forth in the Certificate of Incorporation and the By-Laws, and so as to
require that all practices in connectinon with the investment banking and se-
curities business shall be just, reasonable, and non-discriminztory.

4. The Rules ghall not eapply to contructs made prisr to the effective
date of the Rules.

Article II - Definitions

As used in the Rules -

(a) The term "Conference" shall mean the Investment Benkers Conference,
Inc., a non-profit membership corporation orginized under the laws of the
State of Deleware on September 3, 1936.

(b) The term "member" shell mean any individual, partnership, corpora-
tion, or other legal entity admitted to membership in the Conference uncer
the provisions of Article I, Section 3, of the 3y-Laws.

(c) The term "Rules" shall mean the Rules of Feir Prrctice as estab-
lished from time to time pursuant to the provisinns eof Article VII of the

By-Laws.

(d) The term "investuent banking or securities business" shall neen the
business of underwriting or distributing issues of securitics, or of pur-
chasing securities and offering the seme for s+le &s a decler therein, or of
purchazsing and selling sccuritles upon the order end for the zcccunt of
others; provided, however, that the term "investment banking or securities
business" shell not include trunsactions on regulurly organized exchanges,
but such term shall include all business rel:sting to such trinssetions to
the extent thnt such business is not conducted nn such exchnnge by = nember
of such exchange or by any person »r orgenizution heving the privilege of
any such exchunge for itself or uny of its purtners or executive officers.

(e) The terms "investment banker" or "security detler" shall mean any
person lawfully engeged in the investment banking or sccurities business but
shall not include an employee.

(f) The tern "customer" shall mean & purchuser or seller of a security;
but such term shell not include «ny investment b:anker or security dealer.



(g) The terms "security" or "recurivies" shell meen eny note, shzre of
stocl, bond, debenture, evidence <’ indebledness, voting trust certificate,
certificate of deposit, interim cercilficate oir interim receipt, or, in gen-
eral, any Insurument comaonly known as & security, or uny certificute of
interest or of purticipntion in, or warrant or right to subseribe te or pur-
chase, any of the foregoing.

(h) The term "iesuer" as used in these Rules ghall meazn -n "issuer"
a3 defined in Section 2 {4) of the Securities Act of 1633 ¢ cmended.

(i) Tre term "prospectuc" used in relation to any security registered
under the Sccurities Acl of 1333 shull meun the officirl prospectus required
by said Act, and used in relstion to any other security shzll mean the
offering or descriptive circular.

(j) The term "originutor" shall mean any person who purchzces from cn
isguer an issuc of securities of zuch issuer, or part thereof, or who con-
tracts with the icsuer to find purchasers for such securities, with a view
to the public distribution of such securities, or who contracts with an
issuer to zet ag epgent Por guch igsuer for the public distribution of such
securities of such issuer.

Ae used in this parcgraph (i) the term "issusr" ehall include, in
addition to =zn issuer, cny person directly or iandirectly controlling or con-
trolled by the issuer, or any person under direct or incirsct commeon control
with the issuer.

(k) The term "selling syndicote™ shell mean cny syndicate formed in
connection with a public offering, to distribute all or pert of &n issue of
securities by sales rado directly to the publie by cor through participonts

in such syndicate under an agreemenl which imposes a financial commitment
upon participznts in such syndicate to purchacse zny such securities.

(1) The term “selling group" shell mean any group formed in connection
with a public offering, to distribute all or part of an issue of securities
by sales rade directly to the public by or through members of such selling
group, under an agreement which impcses no finencial commitment on the men-
bers of such group to purchase any such securities except as they may clect
to do sc.

(m) The term "perzon" ghell include any ncturul person, cr-partnership,
corporation, association, or other entity.

(n) - The term "the completion of the transacticn" meens:

(1) 1In the cese of u customer who purchnses a security through
or frou 2 member, except os provided in paragreph (2), the
time when such custosier pcys the member 2ny pert of the pur-
chase price, or, if poyaent is effected by a bookkeeping
entry, the time when such bookkeeping entry is mede by the
member for any part »f the purchuse price;

(2) 1In the case of & customer who purchuses a security through
or from a member and whe nakes payment therefor pricr to
the time when peyment is reguested or motificatien is given
thet payient is due, the timc when such menber delivers the
security to or into the account of such custcner;
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(%) In the case of a customer who sells a security through or to
a member, except z¢ provided in paragraph (4), if the ce-
curity is not in the custody of the member at the time of
sale, the time when the security is delivered to the member,
and if the security is in the custody of the meuber at the
tine of sale, the time when the member transfers the sccurity
from the account of such customer;

(4) In the case of a customer who sells a security through or to
a nember and who delivers such security to such member nrior
to the time when delivery is requested or notification is
given that delivery is due, the timc when such member makes
payment to or into the account of such customer.

Article III - Fules

1. A member shall observe and shall use his best efforts to maintain
high standards of commwercial honor in the investment banking and securities
business and to promote just ond eguitable principles of trade ard business.

2. In recommending to an investor the purchase, sale or exchange of
any security, a member shall have reasonable grounds for believing that the
recommendation is suitable for such investor upon the basis of the fects, if
any, disclosed by such investor as to his other sgecurity holdings and as to
his financial situation and necds.

. 3. Charges for services performed, including miscelleneous services
such as collection of moneys due for principal, dividends, or interest; ex-
change or transfer of securities; appraisals; safe-keeping or custody of
seourities, and other services, shall be reasonable znd not unfairly dis-
criminatory betwesen customers.

4. In "over-the-counter" trensactions, whether in "listed" or "un-
listed" securities, if a member buys for his own account from his customer,
or sells for his own account to his customer, he shall buy or sell at a
price which ig fair, teking into consideration merket conditions in respect
of such security at the time of the transaction, the expense of executing
the order, and the fact that he is entitled to a profit; und if he acts as
agent for his customer in any such transacticns, he shall not charge his
customer more than a feir commission or service charge, taking into con-
sideration market conditions In respect of such security at the time of the
transaction and the value of any scrvice he may have rendered by reason of
his experience in and knowledge of such cecurity and the market therefor.

&. No member shall publish or circulate, or cause to be published or
circulated, any notice, circular, advertisement, newspaper article, invest-
ment service, or comaunicetion of any kind which purports to report any
transaction as & purchase or sale of any security unless such menber believes
that such transaction was a bonu fide purchase or sale of such security; or
which purports to quote the bid price or asked price for any security, unless
such member believes that such quotation represents a bona fide bid for, or
offer of, such security. If nominel quotations are used or given, they shall
be clearly stated or indicated to be cnly nominal quotations.
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8. No member shall mske an offer to buy from or sell to any person any
security at a stated price unless such member is prepared to purchose or sell,
as the cuse may be, zt such price.

7. If any new issue of securities hzs & title which is mislcading &s
to the lien, terms, or prierity of such issuc, 2 member shall state in the
prospectus, if any, or if there is no progpectus, shall disclose in some other
manner to each purchaser of such securitics the facts with regard thereto if
known to such member.

8. If acting es un originator, a member shall moke such investigation as
may be reasonably necessery to determine the merit of the proposed issue, and
shall be satisfied that the business rigk of investers who purchase such se-
curities is reasonable and that there are appropriate provisions to safeguard
the interests of such investors; end shell make avaoilable to investors such
information as may be reasonably required to enable them to satisfy them-
selves of the same.

9. A member shall observe the spirit as well os the letter of selling
syndicate agreemcnts and selling group agreecments.

10. If proposing to orgunize o selling syndicute or a selling group, no
member shall invite or permit any person to be a porticipent in such selling
syndicate or in such selling group unless such person is an investment banker
or security deeler actuslly engnged in the investment banking or securities
business.

11.. Selling syndicate ecgreements or selling group agreemasnis shall set
forth the price at which the securities are to be sold to the public or the
formula by which such prices can be ascertained, and shall state clearly to
whom and under what circumstances concessiong, if any, may be allowed.

12. Selling concessions, discounts, and commissions shall be allowed
only as considerution for services rendered in distribution; but in no event
shall be allowed to enyone other then another investment banker or sccurity
dealer; provided that nothing in this rule shall prevent enyone from sell-
ing any security owned by him at any price which may be fixed by him unless
prevented therefrom by cgreement.

13. A member, when a member of « selling syndicate or 2 selling group,
shall purchase sccurities taken in trade at a feir market price at the time of
purchase, or shall zect as ogent in the sale of such securities.

14, A member who in the capacity of paying agent, transfer agent, trus-
tee, or in any other similar capacity, has received information as to the
ownership of sccurities, shell under no circumstences make use of such infor-
mation for the purpose of soliciting seles or oxchonges cxcept at the requcst
and on behualf of thao irsuer.

15. No member shall directly or indirectly give, permit to be given, or
offer to give, anything of value to any employce, agent or representative of
another person, for tnc purpose of influencinz or rewerding the act of such
employee, agent, or representative in relation to the business of the em-
ployer of such euployee, principal of such agent, ¢r the represented party,
without the knowledge and consent of such cmployer, principal, or represented
party.
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16. No member shall directly or indirectly give, permit to be given,
or offer to give, anything of value to any person for the purpose of influ-
encing or rewarding the action of such person in connection with the publi-
cation or circulation in any newspaper, investment service, or similar pub-
lication, of any matter which has, or is intended to have, an effrct upon
the market price of any security, provided that this rule shull not be
construed to apnly to matter which is clearly distinguisheble as puid ad-
vertising.

17. A member at or beforc the completion of cach transzction with a
customer shall give or send to such customer written notification disclo-
sing (1) whether such member is acting as & broker for such customer, as a
dealer for his own account, as u broker for some other perscn, or «s a
broker for both such customer und some other person; end (2) in any csse in
which such member is acting a&s a broker for such customer or for both such
customer «nd some other person, either the name of the person from whom the
security was purchesed or to whom it was sold for such customer and the date
and time when such transaction took pluce or the fact that such information
will be furnished upon the request of such customer, and the source and
amount of any commission or other remuneration received or to be received by
such member in connection with the transaction.

18. A member controlled by, controlling, or under common control with,
the issuer of any security, shall, before entering into any contruct with or
for a customer for the purchuse or sale of such security, disclase to such
customer the existence of such contrel, snd if such disclosure is not made
in writing, it shzll be supplenmented by the giving or sending of written dis-
closure et or before the completion of the trunsaction.

19. A member who is acting a5 4 broker for a customer or for both such
customer and some other person, or a member who is acting as a dealer and
who receives or has promise of receiving a fee from a customer for advising
such customer with respect to sccurities, shall, at or before the completion
of any transaction for or with such customer in any security in the primary
or secondary distribution of which such member is participzting or is other-
wise financially interested, give such customer written notificotion of the
existence of such participution or interest.

20. No member shall effect with or for any customer's account in respect
to which such member or his agent or employee is vested with any discretionary
power any transactions of purchase or sule which are excessive in size or
frequency in view of the financiul res»urces and character of such account.

No member shall effect with or for any customer's account in respect
to which such member or his agent or employee is vested with any discretinsnary
power any transaction of purchase or sale unless immediutely after effecting
such transaction such member nakes a record of such trunsacti-n which record
includes the name of such customer, the name, amount and price of the se-
curity, and the date eand time when such transaction took place.

21. A member who is participuting or who is otherwise fincneially in-
terested in the primary or secondery distribution of any security which is
not udmitted to trezding on a nationul securities exchenge, shall moke no
representation thot such security is being offered to & customer "at the
market" or at & price related to the murket price unless such member knows
or hes reasonsble grounds to believe that a murket for such sccurity ex-~
ists other than that made, crected, or controlled by such member, or by any
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person for whom he is acting or with whom he is assccizted in such distribu-
tion, or by any person controlled by, controlling or under common control
with such member.

_ 22, No member, perticipating or otherwise financially interested in the
primary or secondary distribution of eny security of any issuer, shzll,

(1) pay or offer or egree to pay, directly or indirectly, to
any person any compensation for soliciting another to pur-
chase any security of the same issuer on a national securi-
ties exchonge, or for purchasing any security of the same
issuer on any such exchange for eany account other than the
account of the member who pays or is to pay such compensa-
tion; or

(2) sell, offer to sell or induce an offer to buy such security,
or deliver such security after sale, if, in connection with
such distribution, such member has paid, or has offered or
agreed to pay, directly or indirectly, to any person, any
compensation for soliciting another to purchase any security
of the same issuer on any national securities exchange, or for
purchasing any security of the same issuer on any such ex-
change for any account other than the account of the member
who has paid or is to pay such compensation.

No member, participating or otherwise financially interested in the
primary or secondary distribution of aony security of amy issuer, shall cause
a purchase or sale of any sccurity of the same issuer on a national securi-.
ties exchange by paying or offering or agreeing to pay, directly or indirectly,
to any person &ny compensation for soliciting unother to purchase such se-
curity on any such exchange, or for purchasing such security on any such ex-
change for any account other than the account of thc member who pays or is
to pay such compensation.

- The provicsions of this rule shall not apply in respect to any selary
paid by & member to any person regularly employed by him whose ordinary duties
include the solicitation or execution of broxkerage orders on a national se-
curities exchange, if such salary represents only ordinary compensation for
the discherge by such person of such duties in the regular course of his em-
ployment, and is not paid, in whole or in pert, directly or indirectly, for
the inducement by such person of the purchase or sale on a national securities
exchange of any security of the issuer of the security in the primery or
secondary distribution of which such member is participating or otherwise
financially interested.

23. Every member shall keep and preserve for at least twelve months

such records as such member may ‘be required to make pursuent to the provi-
sions of Rule Z20.

Article IV - Comnlaints

1. Each member of the Conference shall keep in each office meintained by
him a copy of the By-Laws and a copy of the Rules of Fair Practice and of all
additions and amendments from time to time mads thereto, and of all inter-
pretative rules made by the Governing Committee, which shaell be availeble for
the examination of any customer who makes request therefor.
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2. Any person feeling cggricved by sny uct of any member of the Con-
ferencc may complain in regerd thorcto to cny District Coumittee or to the
Governing Committee of the Cenfercnze.

3. If any District Committee, &after investigation, shzll determine that
there has been o violation of these Rules or of zny addition or umendzent
thereto, or of any interpretztive ruling mcde by the Governing Comnittee, such
Committee shell trecnsmit, a report of its findings, together with its reconm-
mendations, lo the Governing Committee for action by that Commitiee in regard
thereto.

4. For the purpose of investigating any complain* zgainst c nember,
the Governing Ccmmittee, the appropriszte District Committee, or any agent
authorized by such Governing Cormittee or District Committce, shall hzve the
right to require the menber to submit a report in writing in regard to the
matter involved in the complaint, znd such Committee or duly euthorized a2zent
shall have the right to inspect the books, recerds and wccounts of such mem-
bar with relaticn to the matters involved in the ccaplaint. any refussal on
the pert of any membser to mcke any report as called {or under this section,
or to permit an inspection of books, records and zccounts, as may be validly
callad for under this section, sheall be sufficient ccuse for suspending
or cancelling the membership of such member.

Article V - Penclties

Penalties for violationz of these rules cre set {nrth in Article I,
Section 11, and in Article VII, Section &, of the By-Laws of the Conference.



PROCEDURE FOR HANDLiHG COUPLAINTS AGAINST MUMBERS

I. DPreamble

This procedure is adopted for handling complaints in regerua to vio-
lations of the Certificate of Incorporation, the By-Laws, and the Rules of
Fair Practice of the Investment Bankers Conference, Inc.

II. Organization

The fourteen District Committees ond the Governing Committee of the
Conforence shall constitute the bodies empowered to handle complaints. In
order to facilitate the handling of such complaints, the District Comnittces
shall act as the initial investigating bodies end the Governing Committee &s
the appellate znd review body.

ITI. Cowmplaints

All complaints shall be made in writing, and shell specify clearly
the nature of the charges. The psrty mcking the complaint shall be termed
the "complainant" and the purty against whom the complaint is made shall be
termed the "respondent." All complaints must be signed by the complainant and
may be directed to any District Commitiee or to the Governing Committee of
the Conference.

IV. Anzswers

1. After any complaint has been filcd, the body receiving it, after
causing such preliminary investigation to be made as is deemed necessary and
advisable, shall forward the complaint and a report on such preliminery in-
vestigation to the District Commnittee of the district in which is located the
place of business of the respondent, znd shall forward a copy of such complaint
and report to the Director. Such District Committee shall forthwith notify
the respondent of such complaint. Such notice shall specify the nature of the
charge and shall require the respondent to answer thereto.

2. Answers to complaints shall be in writing c¢nd shall be submitted to
such District Commitlee within ten business days from the date of notice of
complaint. If no answer shall be reccived by such District Committee within
the time requirecd by said notice, such District Committee shall send notice to
such respondent by registered meil, with return receipt requested, requiring
an answer within five business days from the daie of such notice sent by
registered mail, and stating that failure to reply thereto within five busi-
ness days will be trealed as an admission of the allegations of the complaint.
If no answer shall be received by such District Committec within the tine re-
quired by said notice, then the District Comnittee may consider the allepga-
tions of the compl2int &g adanitted by the respondent end disposc of the case
accordingly.
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V. Procedure

1. Upon the filing of his answer, sny reespondent may request & heering
before the District Committee handling the complaint, and in case such a re-
quest shall be made, such District Comnmittee shall grent such a hearing. In
eny case, such District Committee may in its discretion set 2 case dowvm for
formal hearing after reasonable notice thereof to compleinant and respondent.

2. In the ordincry course compleints will be investigated and settled or
adjudicated by the approprinte District Committee before the same will be con-
sidered by the Governing Committee. However, exceptions nuy be made to such
procedure in the discretion of the Governing Committee or of the Director.
Where investigations are necessary at places other than in the district in
which is located the place of business of the respondent, the Director may re-
quire investigation to be made by such other District Committee in such other
districts as the nccessities of the particular complaint shall require.

3, District Committees making investigations, settlcments, or adjudica-
tions of complaints shall prevare & report thereof in writing, which shall be
submitted to the Director of the Conference.

4. The Director of the Conference shall xeep a record of sll cases so
reported to him.

5. In any case where complainant or respondent shall feel aggrieved at
the action or ruling of eny District Committce, he mey request a hearing be-
fore the Governing Committee in review of such action or ruling, and the same
shall be accorded to him.

VI. Practices

1. All communications &nd all matters concerning complaints shall be
treated confidentially by the respective bodies to which they are submitted,
except that the respondent shall enjoy the right to be informed of the name
of the complainant.

2. In conducting any investigation respecting any complaint, the Cov-
erning Committee or sny District Committece may act by one or more of its
mexnbers designated for the purpose by the Chairmasn of such Committee, or by
any member or members of the Conference appointed by the Governing Coumittee
or District Committee. In conducting any hearing respecting any complaint,
the Governing Committee or any District Committee may act by two or more of
its members degsignated for the purpose by the Chairman of such Committee, or
by any two or uorc members of the Conference appointed by the Governing Com-
nittee or District Committee,

3. No member of the Governing Committee or of any District Committee
shall in any wmanner participate in the determinction of any question directly
affecting his financial interests or the financial intercsts of any person in
which he is directly or indirectly interested. In any case where such an
interest is invelved, the particular member shall be disqualificd.



