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To &ll GOVERNORS and GROUP CHATRMEN:

The following will bring you to date on the activities of the Spce-
ial Committee on the ilaloney Bill of which Mr. John Stakweather is Chairman.
No action has been taken 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 instigation of the I.B.A. TWord thus reached the Comnission of & grow-
ing hesitation about the Bill.

On February 28th, after an all evening meeting with certain members
of the Securities Exchange Commission, the Special Committee made an appearance
before the @nate Committee on Banking and Currency of which Senator llagner 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 followed by
testimony by Messrs. Starkweather, linot, Josephs and Vitter of the Committeg
Starkweather outlining in detail the modifications of the Bill which we propnosed.

On lionday, February Rlst, I had a long talk on the subject with Com-
missioner ilathews and a shorter one with Chairman Douglss which resulted in a
meeting with the Commissioners February 2lst, at which time the enclosed letter
of February Rlst was read by me and the contents of the memorandum accompanying
it thoroughly discussed. There were present Commisssioners Douglas, Hanes,
Frank and toward the end of the meeting Haley, lir. Mathews unfortunately being
i1l and absent. There were also from the Commission staff Davis, Katz and Pur-
cell. Also present were Harcourt Amory, Waldo Kendall, and the lawyer of the
Boston group, Mr. Withington, these latter three being there very agreeably to
us.

The meeting began in what we all felt was an atmosphere of tension but
ended in one of cordielity. The discussion wes full and frank. At the close of
the meeting lMr. Douglas asked which of the items were the more important in my
judgment znd, &t his request, we somewhat revised ihe memorandum and meade
marginel notations of our thought of the relative importance of the items cov-
ered. It is this latter memorandum which is enclosed herewith.

Subsequently we learned that the Commission had acceded to some of our
suggestions, which resulted in a prolonged conference Thursdey, at which the
chairman of our Committee, Mr. John Starkweather, Arthur Dean our attorney, end
Stanley end Young of Morgen, Stanley & Co., Inc., were present. This group had
conversation with Commissioner Hanes who had come to New York from the Commis-
sion to discuss matters with us and we finally wrote the letter enclosed to
Mr. Hanes which brings our contacts with the Commission to date. This letter
not only has the approval of those present at our conference but the specific
aoorovel of Josephs and liinot of our Committee, as well. Opportunity did not
offer to communicate with the other members of the committee but we felt that
ve were in touch with their views.
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Taking up the memorandum enclosed, it appears that the Commission

Accepted - Item 1 on Page 1 of the memorandum.

Refused - Item 2 on Page 2 which we did not think particularly essential
Accepted - Apparently, though in somewhat different form, Item 3 on
Page 2.

Refused - Item 4 on Page 4 which seemed to us relatively unimportant.
Refused - Item 5 on Page 4 which sgain we thought relatively unessential.

Refused - Item 6 on Page 5§ which we felt it was not worthwhile for us
to fight for because of our understanding that the actual rules
need mske no mention of either minimum or maximum.

Refused - Item 7 on Page § which, &s you will see from our letter, we
thought essential at least in so far zs the insertion of the
word "willful" on Page 16 line 14 was concerned.

Refused - Item 8 on Page 6 which was unimportent.

Lccepted - Item 9 on Page 6 which we thought very important.

Refused - Item 10 on Page 7 which, &s you see from the accompanying letter,
we thought important.

Refused - Item 11 on Page 8 covered above in connection with Item 7 on
Page 5.

Refused - Item 12 on Page 8 which we considered unimportant.

Refused - Item 13 on Page 9 which we thought relatively unimportant.

Accepted - Item 14 on Page 10 which we considered importent.

Accepted — Partly, ltem 15 on Page 11, namely, agreeing that criminal
liability should not attach to Items 4 and 5 in Part 2 of the
Bill but not approving exemption from civil liability which we
though importent s you see from the letter enclosed.

Accepted — Item 16 Page 11 which we thought important and &s you know, a

similar item disappeering from the title as indicated in Item 1

Page 1 above.

Item 17 on Page 11 which we thought relatively unimportant.

Refused

So far as we know, there is to be a further executive session of the

Senate Committee on Tuesday, March lst. We understand that the municipzsl people
ere likely to be successful in securing exemption from the Maloney Bill &nd that
this &nd other reasons may possibly result in the withdrawal of the Bill by the
Commission. If this is done it would seem that our record is such that no blame
therefor could be attached to the Investment Bankers Associstion. Personally, I
should regret if it were withdrawvn for I think, with the changes already made in
the Bill together with those suggested in the letter to Mr. Hanes, it would be
degirable if the industry could, under such an arrangement, come into continuous
and intimate working reletions with the Securities and Exchsnge Commission.

I trust that all these various steps will meet with your zpproval and
that you will keep Mr. Starkweather, the Cheirman of the Committee, and myself
in touch with such comments or suggestions &s you have to offer.
Jp256” Cromme Emnde Ry g - a/fadie§
Fnclosed is the latest copy”of the Bill to which our letter to Mr. Henes
is addressed.

Sincerely yours,

F. E. FROTHINGHAM,
President.
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