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To all GOVERNORS and GROUP CHAIRMEN : 

N E W-Y 0 R K 
February 26, 1938. 

The followi ng will bring you to date on the activities of the Spec-
ial Committee on the , aloney Bill of which ~rr. John Stakweather is Chairman . 
No a ction has been tsken by the Special Committee except after prolonged dis­
cussions and telephone conversations with those of the Committee and others who could 
not be present at the various meetings. Also members of the Conference Com-
mittee have been fequently consulted. There had been various meetings of 
groups in the industry, at Boston , Chicago and elsewhere, not in any instance 
at the insti gation of the I.B.A. Word thus r eached the Commi ssi on of a grO\"-
ing hesitation about the Bill. 

On February 28th, after an all evening meeting with certain members 
of t he Securities Exchange Commission, the Special Committee made an a ppearance 
before the :&onate Committee on Banking and Currency of which Sena tor Wagner is 
Chairman, on the Maloney Bill. At that meeting I read the statement which 
appeared in Investment" Banking and copy of which you have, and was fol lo71ed by 
testimony by Messrs. Starkweather, Minot, Josephs and Witter of the Committ~ 
Starkweather outlining in detail the modifications of the Bill which we proposed . 

On rdonday , February 21st, I had a long talk on the subj ect with Com­
missioner '!athews and a shorter one with Chairman Douglas which resulted in a 
meeting with the Commissioners February 21st, ut which time the enclosed le t t e r 
of February 21 s t was read by me and the contents of the memorandum accom anying 
it thoroughly discussed. There IVere present Commisss ioners Dougl as , Hanes, 
Frank and t OViard the end of the meeting Haley, Mr. Mathews unfortuna tely being 
ill and a bsent. There were also from the Commi s s i on s t a f Davis , Katz and Pur­
cell. Also present were Harcourt Amory, Wal do Kendall, and the l awyer of the 
Boston group, Mr. Vlithingt on, the se latter three being t her e very agreeably to 
u s . 

The mee ting began in 'IIhttt we all fe l t Vias an a t mos pher e of t en sion but 
ended in one of cordiality. The discuss ion was f ull and frank. At the cl ose of 
the meeting Mr . Dougl a s asked which of t he items \7ere t he more important in my 
j udgment and, a t his r equest, we somewha t r evi sed the memor enduru and mad e 
mar ginal notations of our thought of the r elati ve i mportance of the i tems cov­
ered. It is this l atter memorandum whic h i s enclosed her ewi t h. 

Subsequently we l earned thst the Commi s sion b d acceded to some of our 
suggesti ons, which r esulted in a prolonged conference Thursday , a t wloich the 
Chairman of our Commi ttee, Mr. John Star kwea t her, Arthur Dean our attorney, s nd 
stanley and Young of Morgan , Stanley & Co., Inc., were present . This group had 
conver s a tion wi th Commissioner Hanes who had come t o New Yor k f rom t he Commis­
sion to di scuss matters with u s and we final l y wrote the l etter enclosed to 
r. P.anes v/hieh brings our contac ts with the Commission to date. This letter 

not onlY has t he approval of those present at our conference but t he specific 
a orova l of Josephs and Minot of our Committee , a s Vlell. Opportuni t y did not 
offer to communicate with the other members of the committee but \'Ie felt t hst 
Vie were in touch .n t h their views. 
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Taking up t he memorandum enclos ed , it appear s t hat tha Commission 

Accepted - I tem 1 on Page 1 of t he memorandum . 
Refused - Item 2 on Pa ge 2 which \'ie did no t think par ticularly e s senti al 
Accepted - Appar ently , though in some l";ha t different form , I t em 3 on 

Pa ge 2 . 
Re fused - I t em 4 on Pa ge 4 which seemed t o us r el atively unimportant . 
Refused - Item 5 on Page 4 which again we thought relatively unessen t ial . 
Refused - Item 6 on Page 5 which vie f elt i t Via s not v!orthwhile fo r us 

to fi ght f or because of our under standi ng that t he a c t ua l r ule s 
need make no mention of either minimum or maximum . 

Refused - Item 7 on Pa ge 5 which, a s you \"fill see from our l etter , we 
t hought es sential at lea st in so f ar as the insertion of the 
word "willful" on Page 16 line 14 was concerned. 

Refused - Item 8 on Page 6 which was unimportant . 
Accepted - Item 9 on Page 6 which \'Ie thought very i mportant . 
Refused - Item 10 on Page 7 which, as you see from the accompanying letter , 

we thought important. 
Refused - Item lIon Page 8 covered above in connection with I tem 7 on 

Refus ed 
Refused 
Accepted 
Accepted 

Page 5. 
- Item 12 on Page 8 which Vie considered unimportant. 
- Item 15 on Page 9 which we thought relat ively unimportant . 
- Item 14 on Page 10 which we cons idered important. 
- Partly, Item 15 on Page 11, namely, agreeing t hat criminal 

liability should not a t tach to Items 4 and 5 in Part 2 of the 
Bill but not approving exemption from civil liability which we 
though important as you s ee from the letter enclosed . 

Accepted - Item 16 Page 11 which vie thought important and a s you know, a 
similar item disappearing f rom the titl e a s indicated in I tem 1 
Page 1 above . 

Refused - Item 17 on Page 11 which we thought relati vely unimpor t ant . 

So far as vie knoVl, there is to be a furt her executive s e s s ion of the 
Sena te Committee on Tuesday, March 1st. We understand tha t the municipal peopl e 
a re likel y t o be succes sful i n s ecuring exemption from t he Maloney Bill and t hat 
this and other rea sons may possibly result in the withdrawal of the Bill by the 
COlnmi s sion . If this is done it would seem t hat our record i s such that no bl ame 
therefor could be atta ched to the Investment Bankers As s ocia tion. Personally, I 
should regret if it were wi thdravm for I think, with the changes a lready made in 
the Bill together vii th those suggested in the letter to Mr. Hanes , it would be 
desirable if the industry could, under such an arran gement , come i nto continuous 
and intimate Vlorking relations vii th the Securities and Exchange Commission. 

I trust tha t all t hese various steps will meet with your approval and 
that you Vlill keep Mr. Starkvleather, t he Cha irman of the Commi ttee, and myself 
in touch Vii th such comments or suggestions as you ve to offer. 
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Enclosed is the latest copy "--of the Bill to which our letter to Mr . Jl.anes 
is addressed . 

FFF/S 

Sincerely yours , 

F. E. FROTHINGHAM, 
Pres ident. 


