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SECURIT IES VIOLAT IONS CHARGED TO MANAGED FUNDS

The Securities and Exchange Commission has instituted proceedings under the Securities
Act of 1933 challenging the accuracy and adequacy of disclosures contained in a registration
statement filed by Managed Funds, Inc.,, a St, louis investment company, and scheduling a hearing for
May 6, 1959, on the question whether a stop order should be issued suspending its effectiveness, The
registration statement was filed August 2, 1954, From time to time since that date amendments have
been filed increasing the number of shares registered for public sale and to provide a current pros-
ectus, the most recent such amendment having been filed August 25, 1958, and declared effective
August 29, 1958,

At the same time, the Commission served written notice on Managed Funds pursuant to pro-
vigions of the Investment Company Act of 1940 that various of its annual and other reports under that
Act appear to be false and misleading; that the company may file corrected reports on or before
day 29, 1959; and that following any such filing or failure so to file, the Commission may, after
notice and opportunity for hearing, suspend or revoke the registration of Managed Funds as an
investment company,

In announcing these proceedings, the Commission called attention to the fact that Managed
Funds has a portfolio of securities having an aggregate market value of approximately $75 million,
and that its actions should not be construed in any manner as questioning the ability of Managed
Funds to meet the contract terms of its outstanding shares,

One of the principal issues raised in the stop order proceedings relates to the adequacy
and accuracy of the stated investment policy of Managed Funds, the principal objective of which is
said to be "to provide for capital growth in all classes," with emphasis upon "capital growth rather
than income' and with resulting normal turnover in the securities held, The statement of investment
policy is challenged by the Commission in view (among other things) of the Fund's large turnover of
portfolio securities and its apparent policy and design to provide and distribute quarterly gains
on sales of portfolio securities,

Another primary issue relates to representations in the Managed Funds prospectus that re~
gearch, statistical and investment advisory services are rendered to the Fund by Slayton Associates,
Inc,, under a contract dated August 15, 1952, The accuracy of these representations is questioned
by the Commission in view particularly of the undisclosed delegation of certain of these functions
by Slayton Associates to Stephen M, Jaquith and the nature and extent of the services actually
rendered by Jaquith for the Fund, as well as the payment to Jaquith and others of brokerage commis-
gions on transactions in Managed Fundg portfolio securities, as outlined below.

In the notice under the Investment Company Act, false and misleading representations in
various reports filed by Managed Funds under that Act are charged, including the omission to state
that Jaquith had become the investment adviser for Managed Funds in December 1953 under provisions
of a contract dated December 1, 1953, between Slayton Associates, Inc,, the then investment adviser
for the Fund, and Jaquith, then an employee of Model, Roland and Stone, According to the notice,
this contract required Jaquith, under the general direction and approval of Slayton Associates, to
use his best judgment in the selection, purchase and sale of securities under the general policy of
Slayton Associates as it may be determined from time to time; and Slayton Assoclates in payment for
the *vices to be rendered, agreed to direct brokerage business to Jaquith or to such persons or

fimii,ns he might designate, OVER
For further details, call ST.3-7600, ext. 5526
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It further appears, according to the Commission's notice, that despite the obligation of
Slayton Associates to render advisory services to Managed Funds under and pursuant to a contract
dated August 15, 1952, ", , , said obligation and responsibility of Slayton Associates Inc,, to
Managed Funds, Inc, and its stockholders had been abdicated and delegated to Stephen M, Jaquith,
It is also asserted by the Commission that Managed Funds' annual report for the year ended November
30, 1958, failed to disclose that Slayton Associates did not perform the services it had agreed to
perform and for which it had received payment of $278,488; that Slayton Asgociates had directed
brokerage commissions to Jaquith aggregating at least $635,775 in respect of portfolio securities
purchased and sold for Managed Funds that year; that Jaquith designated Model, Roland and Stone
to effect said purchases and sales and to receive the $635,775 of brokerage commissionsj and that
Jaquith received as compeusation for said designation credit from Model, Roland and Stone in the
gross amount of 50% of the commissions,

It further appears that, at the direction of Hilton H, Slayton, Jaquith caused $215,231
gross commissions to be credited to James §, Stubbs and $63,392 to Harold W, Smith, Hilton H,
Slayton 1is president of Managed Funds and vice president and 51% stockholder of Slayton Associates}
Smith 1s the husband of a sister of Hovey E, Slayton, vice president of Managed Funds and president
of Slayton Associates; and Stubbs is a former business associate of Hilton H, Slayton and a former
director of Managed Funds, These payments were not disclosed in the report,

Similar non-disclosures are charged with respect to earlier reports, including payments
to Slayton Associates and to Model, Roland and Stone for prior years, as follows: 1957 - $253,821
and $254,525, respectively; 1956 - $229,096 and $402,474, respectively; 1955 - $179,019 and $268,872,
respectively; and 1954 - $125,943 and $134,977, respectively., In each of the years, Jaquith received
50% of the commissions payable to Model, Roland and Stone; and at the direction of Hilton H, Slayton,
Jaquith caused commissions to be credited in 1957 to Smith in the amount of $49,985 and to Stubbs
in the amount of $67,520; in 1956, $47,266 to Smith and $144,813 to Stubbs; 1955, $60,263 to Smith
and $11,399 to Stubbs; and 1954, $6,769 to Smith,

Moreover, according to the notice, the report failed to disclose that the said contract
between Jaquith and Slayton Associates was illegal and void under provisions of the Investment
Company Act and that all or part of the compensation paid thereunder might be recoverable by
Managed Funds, .

JACOBS HEARING POSTPONED

At the request of Joseph S, Radom, counsel to Arthur B, Pfleiderer and Harry Garland, co-
trustees of F, L, Jacobs Co,, debtor in reorganization proceedings pursuant to Chapter X of the
Bankruptcy Act pending in the U, 8, District Court in Detroit, the SEC has authorized a further
postponement, from April 27 to June 1, 1959, of the hearing in proceedings under the Securities Ex-
change Act of 1934 to determine whether Jacobs Co, Class A and Class B common stock should be with-
drawn from listing and registration because of the company's failure to file proper annual and
other reports with the Commigsion and the New York Stock Exchange, The postponement was requested
by counsel in order that the independent accountants may complete their audit of the company's
books and records and so that counsel could properly prepare for the hearing,

* Kk b ok k%

CORRECTION: The hearing on the Middle South Utilities, Inc,, stock option plan referred to in the
News Digest of April 22, 1959, has been postponed to June 16, 1959, not June 10, 1959,

SEC ADVISORY REPORT FILED ON SELECTED INVESTMENTS REORGANIZATION

The SEC today filed an advisory report (Release CR-118) with the U, §, District Court in
Oklahoma City upon the proposed plan for reorganization of Selected Investments Corporation and Se-
lected Investments Trust Fund, debtors in reorganization pursuant to Chapter X of the Bankruptcy
Act, In its report, the Commigsion concluded that the plan was feasible and that it could be made
fair and equitable if modified in certain respects,

-
ge
The debtor companies, directly and through subsidiaries, are engaged primarily in the“"’
finance business in Oklahoma; and they also own or control many other businesses and properties,

The plan was proposed by the Wirt Franklin Investors Committee representing the holders of $16,000,W’

of trust certificates issued by the Trust Fund, There are over $39,000,000 trust certificates
CONT INUED

CONT INUED
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outstanding on which no interest has been paid since the reorganization proceedings commenced in
M~ % 1958, Under the plan, the reorganized company would extend its operations in the finance

« ~ess and divest itself of other holdings, For reorganization purposes, the estate is valued
at‘$27,500,000. The plan accords no participation to present common stockholders since the cor-
oration was found to be insolvent by the Court,

The plan proposes that new debentures and common stock be issued to holders of trust
certificates, Such holders would receive up to 16,500,000 shares of new §1 par common stock and
up to $11,000,000 of new 6% subordinated debentures, Holders would be allowed to receive cash
in lieu of new securities; but if requests for cash exceeded $14,000,000 in amount, the plan is to
terminate, After the initial issuance of such securities the new management group is to receive
an option at par value on 7%% of the number of shares issued to certificate holders; and the plan
also provides for an option to unnamed employees on 2%% of the number of shares issued,

Amendments to the plan suggested by the Commission to make it fair and equitable to publie
gecurity holders are the following: (1) Changing the formula for determining the amount ofcash to
pay to the certificate holders who withdraw; (2) eliminating the option provisions or in the alterw
native, changing their terms; (3) altering the method of election of the members of the Board of
Directors ly providing for cumulative voting;(4) altering the length of terms to be served by the
members of the Board of Directors; (5) increasing the face amount of the debentures and the par
value of the common stock and reducing the number of debentures and shares of stock to be issued and
providing for the issuance of scrip for fractional interests; (6) providing for a premium upon call
of the debentures before maturity or serial redemption; (7) providing for preemptive rights for the
common stock} and (8) providing for pro-rata cash withdrawals if requests for more than $14,000,000
of withdrawals are made,

COMMERCIAL CREDIT FILES STOCK OPTION PLAN

Commercial Credit Company, Baltimore, Md,, filed a registration statement (File 2-15025)
with the SEC on April 23, 1959, seeking registration of 118,100 shares of common stock, issuable
upon exercise of options to purchase common stock issued or to be issued to certain officers and
key employees of the company and its subsidiaries under the company's Employees' Restricted Stock
Option FPlan,

GENERAL AMERICAN OIL PROPOSES DEBENTURE OFFERING

General American Oil Company of Texas, Meadows Bldg., Dallas, filed a registration state-
ment (File 2-15026) with the SEC on April 23, 1959, seeking registration of $15,000,000 of Subordi-
nated Debentures, due May 1, 1984 (convertible), to be offered for public sale through an under-
writing group headed by Blyth & Co,, Inc, The interest rate, public offering price and underwriting
terms are to be supplied by amendment,

The company is principally engaged in the production and sale of crude oil and natural
gas; in the acquisition of proved or prospective oil and gas properties; and in the exploration,
drilling and development of oill and gas properties, Net proceeds of the sale of the debentures wil’
be added to the company's general funds and, as such, will be available for any corporate purpose,
It is expected that some $2,500,000 will be applied to the repayment of bank loans incurred to ac-
quire prospective oil and gas propertiesj and the balance will further increase net working capital
which has been reduced as a result of expenditures made for property acquisitions and for explora-
tion and development activities,

POTOMAC ELECTRIC POWER FROPOSES RIGHTS OFFERING

Potomac Electric Power Company, Washington, D, C,, filed a registration statement (File
2-15027) with the SEC on April 23, 1959, seeking registration of 1,182,077 ghares of common stock,
The company proposes to offer this stock for subscription by common stockholders of record May 12,
1959, at the rate of one new share for each five shares then held, Unsubscribed shares will first
b ffered for sale to employees, and then to the public through an underwriting group headed by
L n, Read & Co, Inc,, and Johnston, Lemon & Co, The subscription price and underwriting terms
ar® to be supplied by amendment,

OVER
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“Net proceeds of the stock sale will be used to pay $6,425,000 of outstanding bank loan _
notes, representing borrowings for working capital and other corporate purposes, to reimburse s
company's treasury for a portion of the construction expenditures heretofore made, and to provi
for a portion of its construction program, The company estimates that its gross property additions
for the years 1959 and 1960 will aggregate some $89,000,000,

RULE PROPOSED ON NOTICE OF STOCK OFFERINGS

The SEC has proposed an amendment to its Rule 135 under the Securities Act of 1933
relating to public notice of proposed stock offerings (Release 33-4072); and it has invited the
submission of views and comments thereon not later than May 25, 1959,

Rule 135 provides that a notice or other communication sent by an issuer to security
holders to inform them of the proposed issuance of rights to subscribe to additional securities
shall not be deemed to offer any security for sale if the communication is transmitted within 60
days prior to the record date, states that the offering will be made only by the prospectus and in
addition contains only certain specified information necessary to inform the security holders of
the forthcoming offering.,

The proposed amendment would expand the rule to authorize the sending of similar notices
where an issuer proposes to offer securities to its own security holders or to the security holders
of another issuer in exchange for securities presently held by them, or proposes to make an offering
of securities to its employees or to the employees of an affiliate,

Under the proposed amendment to the rule, such notices issued by an issuer would not be
construed to be an offer of a security for sale subject to the registration requirements of Section
5 of the Securities Act,

DELISTING OF AMERICAN HAWAIIAN STEAMSHIP STUCK PROPOSED

The SEC has issued an ordexr giving interested persons until May 8, 1959, to request a
hearing upon an application of the New York Stock Exchange to delist the capital stock of American
Hawaiian Steamship Company, due to the limited distribution of the stock consequent upon a recent
company offer to acquire the shares at $105 per share (Release 34-5943),

UNLISTED TRADING IN COLUMBIA BROADCASTING SOUGHT

The Boston and the Philadelphia-Baltimore Stock Exchanges have applied to the SEC for
unlisted trading privileges in the common stock of Columbia Broadcasting Company, Inc,} and the SEC
has issued orders giving interested persons until May 5 and 8, 1959, respectively, to request a
hearing thereon (Release 34-5943),

UNLISTED TRADING GRANTED PHILADELPHIA-BALT IMORE EXCHANGE

The SEC has granted applications of the Philadelphia-Baltimore Stock Exchange for unlisted
trading privileges in the common stocks of Ampex Corporation and Johnson & Johnson (Release 34-5943),

INVESTMENT FUNDS SEEK REGISTRATION OF ADDIT IONAL SHARES

Investors Stock Fund, Inc,, Minnea olis, filed an amendment on April 23, 1959, to its
registration statement (File 2-11358) seeking registration of 10,000,000 additional shares of capi-
tal stock,

United Funds, Inc,, Kansas City, filed an amendment on April 23, 1959, to its registration
statement (File 2-11527) seeking registration of 3,000,000 additional United Income Fund shares,
2,000,000 United Science Fund shares, and 1,000,000 Continental Fund shares,
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The Securities and Exchange Commission has instituted pro-
ceedings under the Securities Ast of 1933 challenging the aceuracy
and adequacy of disclosures contained in & registration statement
filed uml®% Ly Managed Funds Inc,, & St, Louis investment company,
and scheduling a hearing for on the question whether
a stop order should be issued suspending its effsctiveness,

At the same time, the Commission served written notice
on Managed Funds pursuant to provisions of the Investment Company
Act of 1940 that various of itg annual and other raports under that

~Act(ime false and misleading; that the company may file corrested

reports on or before May 29, 1959; and that following any such
filing or failure so to file, the Commissfon may, after notice and
opportunity for hearing, suspend or revoke the ragistration of
Managed Funds as an investment company,

In anpouncing these proceedings, the Commission called

_attention to the fact that Managed Funds has a portfolio of secu-

rities having an aggregate market value of approximately $75

ﬁ that its actions should not be construed in any
manner as ‘ the ability of Managed Funds to meet rhe'
eontract terms of its outstanding shares,

One of the principal issues raised in ths stop order
proceadings relates to the adequacy and scouracy of the stated
investment policy of Managed Funds, the principal objective of
which is said to be "to provide for capital growth in all classes,"
with emphasis upon "eapital growth rather than ingome™ and with
resulting normal turnover in the securities held, This statement

of investment policy is challenged by the Commission in of
the Fundig turnover of portfolio securitiss amd its gpparent
policy and design to provide and distribute quarterly on

sales of portfolio securitiss,
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gation of certain ;f thesae functions by Slayton Associates to
Stephen M, Jaqui .the nature and extent of the services actually
rendered by Jaquirl; for the Fund, [Gu designation by Jaquith of
Model, Roland and Stons as the broker through whom pertfolio

-

securities would be purchased and sold for the Fund, and the
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Jaquith's participation im such co-hni?
dsnfunthevnappsarsy=sssondingaonthonlomnisgionis
netdeaynthatedespisenthenobiigationnolnfia,
In the notice cf-pummmmbings under the Investment

Company Act, false and misleading representations in various
reports filed by Managed Funds kundcr that Act are charged, in-
cluding the omission to state that Jaquith had become the invest-
ment adviser for Managed Funds in December 1933 under provisions
of a contract dated December 1, 1933, between Slayton Associates,
Ine,, tha then investment adviser for the Fund, and Jaquith, then

an employee of Model, Roland and 8tone, According to the notice,

this contract required Jaquith, under the gemeral direction and
approval of Slayton Associates, to use his best judgment in the
selection, purchase and sale of securities under the ganeral poliey

of fllayton Associates as it may be determined from time to time}
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and 8layton Associatss in paqum: for the services to be rendered,
agreed to direct brokerages business to Jaquith or to such persons
or firms as he might designate, -

It further appears, according to the Commission's notice,
that despite the obligation of $layton Associates to render ad-
visory servieas to Managed Funds under and pursuant to a contract
dated August 13, 1952, ", , , said obligation and respomsibility
of Slayton Allociaﬁcs Inc,, to Managed Funds, Inc, and its stock-
holders had bean abdicated and delegated to Stephen M, Jaquith,”™
It is also asserted by the Commission that Managed Funds' annual
report for the yesr ended November 30, 1958, failed to disclose
that 8lasyton Associates did not perform the services it had agreed
to perform and for which it had recsived payment of $278,488; that
Slayton Associates had directed brokerage commissions te Jaguith
aggregating at least $635,775 in respect of portfolio securities
purchagsed and gold for Managed Funds that year; that Jaquith
degignated Model, Roland and Stone to effect said purchases and
sales and to receive the $635,775 of brokerage commissions; and that
Jaquith received as compsnsation for said designation credit from
Model, Roland and Stone in the gross amount of 50% of the commis-
sions,

It further appears that, at the direction of Hilton H,
8layton, Jaquith caused $215,231 gross commissions to be credited

to James 8, Stubbs and $63,392 to Harold W, Smith, Hilton H,
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8layton is pruidant of Han.ngtd Tud: and viec%t and gl!

stockholder of Slayton Associates} fmith is the husband of a aister
of Hovey K, SBlayton, vice president o\i\}lanngcd Funds and president
of Blayton Assocliates; and Stubbs 1s a fc;i‘nr business associate

of Hilton H, 8layton and a former diresctor of med Fund. These

“Ootmn,
payments wers not disclosed in the report, Morlorvcr, Acoording to h’“‘
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(¢ motice, the reports Falled " to €1¥€15Ee that the sald équtract ;
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between Jaquith and Slayton Assoclates was illegal and void /;’»
\ that all or part of the compensation paid thereunder might be o
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sinilar non-dilclosms are charged with respect to
earlier reports, inecluding paymts to $layton Associates and to
Model, Roland and Stone for prior years, as follows: 1957 - $253,821
and $254,525, respectively; 1956 - $229,096 and §402,474, respectively;
1955 - §179,019 and 6168,872, respectively; and 1954 - $125,943

and $134,977, tospcgﬁivaly. In each of the years, Jaquith received
350% of the commissions payable to Model, Roland and Stone; and at
the direetion af Hilton H, Slayton, Jaquith caused commissions to
be credited 1n 1957 to Smith in the amount of $49,98% and to

Stubbs in tlu: amount of $67,520; in 1956, $47,266 to Bmith and
$144,813 to Stubbs; 1955, 360,263 to Smith and $11,399 to Stubbs;
and 195{;‘; $6,769 vo Smith,
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(2) Seid Form H-30D-1 filed om Msech 22, 1954, onitted to disclosa
that Slayton Associates Inc., by reasom of 8 controct entered into with
Hanoged Funda Inc. on Augnst 15, 1932, and approved that date by @
majority of aaid Fund's shoreholdors, was obligatad to furnish rHonaged
funds Inc. advisory, vesearch sad statisticel services as regquired by
s6id Pund’a investment policies adopted by its Board of Dirsctors, and
that catld obligation and wogpousibllity of Slayton Associstes Inc. to
Menaged funds Inc. and {ts etockholders bhod basn abdicsted and delegate
to Stephen M. Jaquith as set forth 4n (1) above.

{3) The Aunuel Report on Foxm N-304-1 for ths voar ended NHovember 30,
1954, filed on Fabruexy 8, 1953, as waequired by Scctisa 30(a) of the Mmt
snd the rule adopted thoreunder snd thon in offoct, omitted 2o atate che
facte horeinsbove recited in (1) and (2); W"
guired to be stated thorein that Jaquith was loyed by Model, kolahd &
Stone; omitted to state that Slayfon Assccistes Ine, ﬁ% ms; pasfomd
the pevvicss it hed agreed to perfori (&5 5T S6FLH ©% DETANTT
for vhich it had veceived payment uk £125,

v all of ot rkeht-fnr-rasoveret ooy %%ﬁmm, mnﬁ,!:@;ﬁﬁ
to gtafe thes sl%mk»mcmem m,. ‘purausnt to tho contract referved
to in {1) cbove d directed to Jaquith, during the period covased,
brokerage commissicny amegatxng mt: laaaa $134,927.51 in zespect of
portfolio securitics puorchaned EAABY forTmnaged Punds Inc.; omittad
to ptate thet Jogquith had mazwaﬁ ‘ﬁoﬁal, Polond & Stene to effeot
sold purchasce aod caleos sa brokews and to recsive sald brolewage
comnispion; omitted So stele thot nguﬁ.&h recoived as grosa compensotion

fox W cf pald Sos I ondtE@T W pEnte thag of
the cevedit fovr bLrokerage cmmias&m mus a'aaewad by Jequith, at che

dipection of Nilton H. Slayton, Precident of Mepaged Fumds Inc. end Vieo
Prepident and 517 stochbwlidor of Sisyton Ascocictaea Ing., Jaquimv sauned
§6,769.06 552:%3 comisnimw to be cméﬁ.ﬁ'ul to d@:’mlé !m ‘ wshaad

(Su@z,ub@«z} :’;w (E) ahave bﬁmyem Slaytm Asacmatem m::a andl Stepbon M.
Jaguith wes ip wiclation of Section 15(a) of the Invsolment Company Act of
1940 cod thorefore void, @nd that part or all of the compensation paid
¢hopounder ¢o Hodel, Eoland & Stone, and in turn to Jequith and to Smith,
aizhe be zecovereble by Managed Funds Ing.

4y 1ho Aonuai Report on Foirm W=-30A-1 for tht voar ended lovembezr 34,
1938, filed om Februsry 13, 1956, omitted ¢o stats the focts wecited ¢n
{L} ond (2} zhowe; omitted to state that Slayton Associetes Inc. bed
oot perforamad ¢he advisoyy sevviess it had agreed to perform under the
sonteoct deted August 15, 19352, for which it bad received payment of
S348,018: omitted to stete that part or all of gaid amount mipht be ze-
ecovazeble by Managed Fumde Ioec.; omitted to state thet Slayton Associstos
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Inc. bad directed to Jaguith (pursuent |
dated Decemberxr 1, 1953) brohavags comajssions egpveguzing et lesst
$268,872.24 in respect of portfolio sgburities purchzsed and sold for
m Inc.; omittod to state ¥hat Jaguich had designeted Modal,
Roland & Stong to effect paid purchashs and sales and to zeceive brokevagn
commisaions aggregoting $260,872.24; puitted to state that Jequith recedived
ag compensstion for said decignation credit froa Model, Roland & Stone in
the gross mmount of 50T of seld commissions; cmitted to state that of the
credit for brohorage commiacions thup raceived by Jaquith, st the dizection
of ldlton H. Sleyton, Prosident of Mbmagod Funds Inc. and Vice President

end 517 stockholder of Slayton Asgochates Inc, Jaguith cauvsed $13,399.91
gross coumissions to be credited to pug Jancs S..Stubbg. fonuarly S Ruallass
sssceiate of Hilton H.Slaveon sod a Divector of Manaped Fupde Jne,; omitted
Y DR ERE r1 pe-Tiiiton H, Siayton’s dil :' “‘“\:‘:‘ »:' 31 ? cm&d
$60,203,69 sxoes of seld commissions Co Do credited to Newold W. Swith;

and omittad to stage thet ths contreet botween Jaguith end Slayton

Asgociates Inc., purstant to which bzokerages cocrmiseions wove paid to
Model, Foland & Stone and, in tupn, to Jaguith, Stubby, sud Swith, ves in
violatiom of Section 15(a) of tho Aot oand thevelore wid sod thet all or
pert of the compensation paid thopaundey night be wecoverchle by Mamaged
Fuadgs Inc,

£8) The fmmuel Report on Porm N-308-1 for eho yosr ended lovembaw 30,
1856, filed on Jenusywy 29, 1957, coitted to stete the fsgts vezited 4 (1)
and {2) sbove; omittel to state thet Slayton Asaceliebos Inc. had nok pap-
foemed the gervicos it was oblipated to perform undor the condract detod
Auvguet 13, 1952, for wvhich it hod wecoived payment of $R229,0096; cmitted
to gtete thot port or all of said amoust might be oosRCTEDIC WY Manoped
Fynds Inc.; omifted So state thot Slayten Assocliston Inc. head dooeted o
Jaguith (pursuent to the illepel advisory coptroel (uved Decombown 1, 1053}
brobarags complosions aggrapgoting at leant $402,474.02 in vospser of
porefolic sacuvities purchaced end sold for Nanopsa cuods Ioc.3 wadteed o
gtate thet Jagquith had designeted Model, Rolend & Stome fo effech enid
purchases smd sales and to receive byoberage eonwdioglons asgerezaiing
8462,674,29; omitted to otate that Joguikh recedwnd an coopemsation £nw
sals designotion credit from Model, Roland & Stone in the gross omuunt of
89% of suid comalasiona, thot of the croedit for buchksrsgs comabsuiong
thee weceived by Jequith, at the dircetion of Biltun U, Slaytom, Jeguith
couned QLA 813 oross commizgicna to be cradizoed to JRubbe and $4 ?g%@a%
Gyos3 oodmigsions € be eredited to Swmith; and cmitted o etatn €
soniroet between Jaquith and Sleyton Associsfos Inc., pursucnt o which
bynkoveps compissions vere pald So Modol, Reland {: Stone end fa twim &o
Foquarh, Stubbp, ond Smith ges illogel and void cnd that @il or pext of
tva sompensation pedd thevgmdor might ba recownzable by Memaged Funds

R
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{6) The Mrouel Report on Torm Hella~l for the yosy ended Hovarber O,
1957, f£iled om Jamusyy 22, 1958, omitted %o ztato the faete wocited in (L)
and {(2) sbove; omitted ¢o state that Slayton Aznceintos Ine. had mot pove
formad the gorvices it wap cbligated o periors undey Rhe conteact dated
surmst 15, 1952, for vhich 4% bad received paymmt of ﬂﬂm omitted to
sbate that pert ox all of seid onoimb might be recovivsble by Manepsd
Punds Inc.; omiided o atate that Slayton Assocliages Ins. bad divected ¢o
Jaguith (puesssnt to tho illegal mh:*’&mw vonEoet Josed Docomber §, 1053)
brokerage coominglons aggragzebing ot leaot §054,.335.42 m vegpout of poxie
folio seccunitias purchteed and sold Foy Managed FPundt no,; onitted €o
astate that Jaguich bhod decignuted ihdel, Rolmmd & a&m«: o ofiuvet sald
parehapes ond soles end to wecelive brolsraze comiasions agprapsting
$:§*;%, 525.423 omittod Lo sktate that Jagquith vocedived v componsetion foy
suid desigpution cpadit fvom Uo m, » Boland & Shhao dr ¢ho gress smount
2% S0 of onld commiopiona, Cuas of the cpadic fow m:mm.m@:; QEEIAAE AN
bug waceived by Jaguith of ﬁ:hx, ddrestion of Niiton L, Slayton, Joguith

wead $67,320.00 moeus mrmsm as' o ba cxedicad 2o Stubbp and
03,305.05 gross conmfpnions to Lo eredigad o Sadthy ond oaftied o
Mt: the conbrant Dabuse: x«@w'i Eh ond Sloiten caensioias WD,
prrewmt to whdch boslierone fm'q*:)was,zifs"’.s [ET a paLd Co Helel, olanad &
Shiona end, In fuen, to Jogudth, shubts, ond @ Za,u o 33 danal ord well
ard shot okl or pag® of ¢ha M*:mmn:m; G gw':ii,rj ";;w.ewa:m: il boodee
covarshio by “tensged Tuncn e,
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(8) 7The annual and seni-srmuel Reporte tranmsmitted to Stockbolders
Maneged Punds Inc. gince December 1, 1933, es required by Section 30{d)
the Act and as f€lled with this Commission ss wequired by Seckion 30(b)(2}

of the Act recited the payments to Slayton Associstes Inc. as duscribed

in (3), (&), (8), (6), and (7) above and omitted to state that the pervicas
for which sveh poyments were made had not been porformed and omittad to
stage that ell ov part of snid coounts night be recoversdble by Menagod
Punds Inc.; ond the financial etatements fncluded io such Reports to Stocke
bolders sre misleading in that realized gains were included in equalization
crndits and that suvch equalisation sceounts weve refliected under the caption
et Investment Income in ¢ho statemont of not asseta.

{9} The finemcial statements included fn she smmual veports filed
with t¢he Commiseion for the fiscel years ending Hovember 30, 19%, 1985,
1836, 1937, and 1958 ap rogulirsd by Section 30(a) of the Act ave mislesding
in that realized geine wors imcluded in equaelization cxudita omd thet swch
squelization accounts weve Taflocted under the caption Net Iavostmont
Income in the gtatement of neot csssts.

{10) ‘Amondunent nusber &wo Lo the regiotration statemont £4%1sd on
November 7, 1955, by Hanaged Funds Ine. pursubant to the voegquivesmsmts of
Section 8(b) of ¢he fct reeds as follous:

"Ik wril be the priceipal snd prioary pueposs of Mesopad Yuoads
Incorporatad Lo provide for capital growth oo all sevies. To
the subect consiotent with the fovegeing policr Memagad Fuads
Incorporated will seek veasensble locome an its fowanvmonts.

Vet fuvestuent dncome, ond any reanlized profits from She sale

of portfolto socuritisc will de disteributed gquerterly, sudhjeck
Bowmgvor fo dotermination of its Board of dizeclors &g o the
count ang gondee Lherect, wd depending on ceopcmic oondiilons.*

Subseguant €9 srid snmdaent the loveotment policy of Mumaged Ponds Ine.
conhinued to be identicel with 4a prioy policy vhich wes €o ooluiain s
pradetorminad conunt of distribubions on the Fund's shazes Lecn yesy Co
vegr snd wioze investuzot ineome was not adeguate to provida for sush
digeributicas, Ro veanlize grins op pales of poxtfolio eecuritice in ovdew
to waintain the distributions at the desired rate, #nd both prior end
subseguent %o Hovaber 7, 1938, the primcipal and prinary purpose of
Nangpsd Tunds inc. e actuolly follownd has mot boer o provide for
r2piinl grouth on sll sevice.

35y "mozoliciting prozice for the supual nsetiogs of atockholdsts
ef Menuged Tunds Ine. for the annusl weebings fn 1938, 1937, aad 1958,
gno prowy chstessnte trensmitied by Manssed Funds Inc. Yecifed that duving
the ficenl yaers gest preceding such somual meetings layton Associstes
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Inc. had "egrned” mensgement fees (pursusnt to the contraect dated August 19,
1952) agsregeting §179,019.10, $229,006.20, end $253,621.26 for the
reapsctive fiscal ysars when, in fact, Slayton Asscociates Inc. had not
porformed the services requized to earn such feoas.

Pursusnt to the provisions of Section @(e) of the Investmant
Compony Act of 1940 Mangged Funds Inc. may f£ile & corrected regilstration
statement and coxrected reports on or before May 20, 1959,

You are further notified that folluwing suy such £iling or
tatlure so to file, after sppropriate notice and opportunity for bearing,
this Comniseion may suspend the registrstion of Managed Funde Inc. under
tha Investment Compeny Act of 1940, or may by order ravoke such registra-
tion, £ the evidence eatsblisbes (1) that Managed Funds Inc. has filed
reports vequited by Sections 30{a) end (b) of the Act but ))%%M
therefron maturiel faocts rvequized to be atated therein, or has filed a
rogistretion statewent or report or other docunents in violation of Sec-
tion 34(b) of the Act; and (2) that such guepension, or revocation, f» in
¢ - o M

! By the Coumission.

Grwal L. DuBois
Secrstary

Frield: acn
423759


http:$119.019.10

't is also asserted by the Commission that Managed Funds® annual report for the year ended November
30, 1958, failed to disclose that Slayton Associates did not perform the services it had agreed to
perform and for which it had received payment of $278,488; that SIayton ABsociates had directed
brokerage commissions to Jaquith aggregating at least $635,775 in respect of portfolio securities
purchased and sold for Managed Funds that year; that Jaquith designated Model, Roland and Stone

to effect said purchases and sales and to receive the $635,775 of brokerage commissions,

It further appears that, at the direction of Hilton H, Slayton, Jaquith caused gross
commissions of $357,152 to be credited to himself, $215,231 to James S, Stubbs, and $63,393 to
Harold W, Smith, Net commissions to the three individuals was 50% of such amounts, Hilton H,
Slayton is president of Managed Funds and yice preaident and 517 stockholder of Slayton Associates;
Smitn is the husband of a sister of Hovey E, Slayton, vice president of Managed Funds and president
of Slayton Assoclates; and Jfubbs is a formet business associate of Hilton H, Slayton and a former
director of Managed Fundg, These payments were not disclosed in the report, .

Similar non-digclosures are charged with respect to earlier reports, In 1957, gross
commission payable to Model, Roland and Stone amounted to $254,525 of which Jaquith, Stubbs and
Smith were to rgceive 50% of gross conmissions in the respective amounts of $137,020, $67,520, and
$49,985; in 1956, gross commissions payable to Model, Roland and Stone amounted to $402,474, of
which Jaquith, Stybbs and Smith were to receive 50% of gross commissions in the respective amountg
of $210,395, $144,813, and $47,266; in 1955, gross commissions payable to Model, Roland and Stone
amounted to $268,872, of which Jaquith, Stubbs and Smith were to receive 50% of gross commissions
in the respective amounts of $197,210, $11,399, and $60,2633 and in 1954, gross commissions payable
to Model, Roland and Stone amounted to $134,977, of which Jaquith and Smith were to receive 50% of
the gross commissions in the respective amounts of $128,208 and $6,769., Payments to Slayton
Associates during these earlier years were in the amounts of $253,821 in 1957, $229,096 in 1956,
$179,019 in 1955 and $125,943 in 1954, no disclosure beingmade that Slayton Associates did not
perform the serviceg it had agreed to render,

Moreover, according to the notice, the report failed to disclose that the said contract
between Jaquith and Slayton Assoclates was lllegal and voild under provisions of the Investment
Company Act and that all or part of the compensation paid thereunder might be recoverable by
Managed Funds, ’

&
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For IMMEDIATE Release Friday, April 24, 1959 i '

SECURITIES AND EXCHANGE COMMISSION
Washington, D, C,

Securities Act of 1933
Release No, 4074

Investment Company Act of 1940
Release No, 2870

The Securities and Exchange Commission has instituted proceedings under the Securities
Act of 1933 challenging the accuracy and adequacy of disclosures contained in a registration
statement filed by Managed Fund, Inc,, a St, Louis investment company, and scheduling a hearing for
May 6, 1959, on the question whether a stop order should be issued suspending its effectiveness, The
rvegistration statement was filed August 2, 1954, From time to time since that date amendments have
been filed increasing the number of shares registered for public sale and to provide a current pros-
pectus, the most recent guch amendment having been filed August 25, 1958, and declared effective
August 29, 1958,

At the same time, the Commission served written notice on Managed Funds pursuant to pro-
visions of the Investment Company Act of 1940 that various of its annual and other reports under that
Act appear to be false and misleading; that the company may file corrected reports on or before
May 29, 1959; and that following any such filing or fafilure so to file, the Commission may, after
notice and opportunity for hearing, suspend or revoke the registration of Managed Funds as an
investment company,

In announcing these proceedings, the Commission called attention to the fact that Managed
Funds has a portfolio of securities having an aggregate market value n

and that its actions ghould not be construed in any manner 8s guestioning the abllity of Managed

Funds to meet the contract terms of its outstanding shares,

One of the principal issues raised in the stop order proceedings relates to the adequacy
and accuracy of the stated investment policy of Managed Funds, the principal objective of which ig
sald to be "to provide for capital growth in &ll classes," with emphasis upon "capital growth rather
than income" and with resulting normal turnover in the securities held, The statement of investment
policy is challenged by the Commission in view (among other things) of the Fund's large turnover of
portfolio securities and its apparent policy and design to provide and distr{bute quarterly gains
on sales of portfolio securities. ’

Another primary issue relates to representations in the Managed Funds prospectus that re-

search, statistical and investment advisory services are rendered to the Fund by Slayton Associates,
Inc,, under a contract dated August 15, 1952, The accuracy of these representations is questioned

by the Commission in view partidculagrly of the undisclosed delegation of certain of thege functions
n_Associates tg Stephen M, Jaquith and the nature and extent of the services actuslly ’

rendered by Jaquith for the Fund, as e pa and others of brokerage commis~
siong on transactigus in Managed Funds portfolio securities, as outlined below,

In the notice under the Investment Company Act, false and misleading representations in
various reports filed by Managed Funds under that Act are charged, incIuaIng the omlssion to state
that Jaquith had become the investment adviser for Managed Funds in December 19§§'EEHEF'§EBVIIIBn:-—
of a coaE?3EE'3;?33'5EEZ;FEF'T:"T9337‘B!tw!en-stlytaﬂ“tssoc1ates, Inc,, the then investment adviser
for the Fund, and Jaquith, then an employee of Model, Roland and Stone, According to the notice,
this countract required Jaquith, under the general direction and approval of Slayton Asgociates, to
use his best judgment in the selection, purchase and sale of securities under the general policy of
8layton Associates as it may be determined from time to time; and Slayton Associates in payment for

the services to be rendered, agreed to direct brokerage buginess to Jaquith or to such persons or
firms as he might designate,

It further appears, according to the Commission's notice, that despite the obligation of
Slayton Associates to render advisory services to Managed Funds under and pursuant to a contract
dated August 15, 1952, ", , , said obligation and responsibility of Slayton Associates Inc,, to
Managed Funds, Inc, and its stockholders had been abdicated and delegated to Stephen M, Jaquith," »

e
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For IMMEDIATE Release Friday, April 24, 1959 \_A
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SECURTT IES AND EXCHANGE COMMISSION
Washington, D, C,

Securities Act of 1933
Release No, 4074

Investment Company Act of 1940
Release No, 2870

The Securities and Exchange Commission has instituted proceedings under the Securities
Act of 1933 challenging the accuracy and adequacy of disclosures contained in a registration
statement filed by Managed Fund, Inc,, a St, Louis investment company, and scheduling a hearing for
May 6, 1959, on the question whether a stop order should be issued suspending its effectiveness, The
registration gtatement was filed August 2, 1954, From time to time since that date amendments have
been filed increasing the number of shares registered for public sale and to provide a current pros-
pectus, the most recent such amendment having been filed August 25, 1958, and declared effective
August 29, 1958,

At the same time, the Commission gserved written notice on Managed Funds pursusnt to pro=-
visions of the Investment Company Act of 1940 that various of its annual and other reports under that
Act appear to be false and misleading; that the company may file corrected reports on or before
May 29, 1959; and that following any such filing or failure so to file, the Commigsion may, after
notice and opportunity for hearing, suspend or revoke the registration of Managed Funds as an
invegtment company,

In announcing these proceedings, the Commission called attention to the fact that Managed
Funds has a portfolio of securities having an aggregate market value of approximately $75 million,
and that its actions should not be construed in any manner as questioning the ability of Managed
Funds to meet the contract terms of its outstanding shares,

One of the principal issues raised in the stop order proceedings relates to the adequacy
and accuracy of the stated investment policy of Managed Funds, the principal objective of which isg
said to be '"to provide for capital growth in all classes,” with emphasis upon '"capital growth rather
than income" and with resulting normal turnover in the securities held, The statement of investment
policy is challenged by the Commission in view (among other things) of the Fund's large turnover of
portfolio securities and its apparent policy and design to provide and distribute quarterly gains
on sales of portfolio securities,

Another primary issue relates to representations in the Managed Funds prospectus that re-
search, statistical and investwment advisory services are rendered to the Fund by Slayton Associates,
Inc,, under a contract dated August 15, 1952, The accuracy of these representations is questioned
by the Commission in view particularly of the undisclosed delegation of certain of these functions
by Slayton Associates to Stephen M, Jaquith and the nature and extent of the services actually
rendered by Jaquith for the Fund, as well as the payment to Jaquith and others of brokerage commis-
sions on transactions in Managed Funds portfolio securities, as outlined below,

In the notice under the Investment Company Act, false and misleading representations in
various reports filed by Managed Funds under that Act are charged, including the omission to state
that Jaquith had become the investment adviser for Managed Funds in December 1953 under provisions
of a contract dated December 1, 1953, between Slayton Associates, Inc,, the then iunvestment adviser
for the Fund, and Jaquith, then an employee of Model, Roland and Stone, According to the notice,
this contract required Jaquith, under the general direction and approval of Slayton Associates, to
use his best judgment in the selection, purchase and sale of securities under the general policy of
Slayton Associates as it may be determined from time to time; and Slayton Associates in payment for
the services to be rendered, agreed to direct brokerage business to Jaquith or to such persons or
firms as he might designate,

It further appears, according to the Commission's notice, that deapite the obligation of
Slayton Associates to render advisory services to Managed Funds under and pursuant to a contract
dated August 15, 1952, ", , , said obligation and responsibility of Slayton Associates Inc,, to
Managed Funds, Inc, and its stockholders had been abdicated and delegated to Stephen M, Jaquith,"
OVER
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It 1s algso asserted by the Commission that Managed Funds' annual report for the year ended November ‘
. 30, 1958, failed to disclose that Slayton Associates did not perform the gervices it had agreed to

perform and for which it had received payment of $278,488; that Slayton Associates had directed

brokerage commissions to Jaquith aggregating at least $635,775 in respect of portfolio securities

purchased and sold for Managed Funds that year; that Jaquith designated Model, Roland and Stone

to effect sald purchases and sales and to receive the $635,775 of brokerage commissions; and that

Jaquith received as compensation for said designation credit from Model, Roland and Stone in the

gross amount of 50% of the commissions,

It further appears that, at the direction of Hilton H, Slayton, Jaquith caused $215,231
gross commissions to be credited to James S, Stubbs and $63,392 to Harold W, Smith, Hilton H,
Slayton is president of Managed Funds and vice president and S1% stockholder of Slayton Associates;
Smith is the husband of a sister of Hovey E, Slayton, vice president of Managed Funds and president
of Slayton Associates; and Stubbs is a former business associate of Hilton H, Slayton and a former
director of Managed Funds, These payments were not disclosed in the report,

Similar non-disclosures are charged with respect to earlier reports, including payments
to Slayton Associates and to Model, Roland and Stone for prior years, as follows: 1957 - $253,821
and §2545525, respectively; 1956 - $229,096 and $402,474, respectively; 1955 - $179,019 and §g6§'g72.
respect y; and 1954 - $125,943 and §$134,977, respectively, In each of the years, Jaquith receiv
50% of the commissions payable to Model, Roland and Stone; and at the direction of Hilton H, Slayton,
Jaquith caused commisgions to be credited in 1957 to Smith in the amount of $49,985 and to Stubbs
in the amount of $67,520; in 1956, $47,266 to Smith and $144,813 to Stubbs; 1955, $60,263 to Smith
and $11,399 to Stubbs; and 12223 $6,769 to Smith,

Moreover, according to the notice, the report failed to disclose that the said contract
between Jaquith and Slayton Associates was illegal and void under provisions of the Investment
Company Act and that all or part of the compensation paid thereunder might be recoverable by
Managed Funds,

~==0000000~=~
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You cre ferther notified that follurimg any cuch Liling or
fallive se e £ile, after appropriate notice gnd oppertunity for bege-
ing, this Commission oay sucpend the zogistratiom of Mamaged Fuads Inc,
under the Investnent Company At of 1040, ox may by oxder zevohe such
regis tration, iAf the evidence estgblishas (1) that Hensged Funds Inc.
hias filed weports required by Sectioms 30(a) and (b) of the Act but
has ¢mitted therefvom materigl facts required to be stated thaxeln, or
has £iled o repistretion statomant or veport or other dscunsats in
violetion of Sectiom 3(b) of the Acz; end (2) cthaet such ouspension,
o% veJoegtion, is in the public ingarest.

By the Coumission.

drval L. Duleis
Seerctary

>
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For IMMEDIATE Release Friday, April 24, 1959

SECURITIES AND EXCHANGE COMMISS ION
Washington, D, C,

Securities Act of 1933

Release No, 4074 S il
Investment Company Act of 1940

Releagse No, 2870

The Securities and Exchange Commission has instituted proceedings under the Securities
Act of 1933 challenging the accuracy and adequacy of disclosures contained in & registration .
statement filed by Managed Fund, Inc,, a St, Louis investment company, and scheduling a hearing for
May 6, 1959, on the question whether a stop order should be igsued suspending its effectiveness, The
registration statement was filed August 2, 1954, From time to time since that date amendments have
been filed increasing the number of shares registered for public sale and to provide a current pros-
pectus, the most recgnt such amendment having been filed August 25, 1958, and declared effective
August 29, 1958,

At the same time, the Commission served written notice on Managed Funds pursuant to pro-
vigions of the Investment Company Act of 1940 that various of its annual and other reports under that
Act appear to be false and misleading; that the company may file corrected reports on or before
May 29, 1959; and that following any such filing or failure so to file, the Commission may, after
notice and opportunity for hearing, suspend or revoke the registration of Managed Fundg as an
investment company,

In announcing thege proceedings, the Commission called attention to the fact that Managed
Funds has a portfolio of securities having an aggregate market value of approximately $75 million,
and that its ac¢tions should not be construed in any manner as questioning the ability of Managed
Funds to meet the contract terms of its outstanding shares,

One of the principal issues raised in the stop order proceedings relates to the adequacy
and accuracy of the stated investment policy of Managed Funds, the principal objective of which is
said to be "to provide for capital growth in all classes," with emphasis upon "capital growth rather
than income" and with resulting normal turnover in the securities held, The gtatement of investment
policy is challenged by the Commission in view (among other things) of the Fund's large turnover of
portfolio securities and its apparent policy and design to provide and distribute quarterly gains
on sales of portfolio securities,

Another primary issue relates to representations in the Managed Funds prospectus that re
search, statistical and investment advisory services are rendered to the Fund by S8layton Associates,
Inc,, under a contract dated August 15, 1952, The accuracy of these representations is questioned
by the Commission in view particularly of the undisclosed delegation of certain of these functions
by Slayton Associates to Stephen M, Jaquith and the nature and extent of the services actually
rendered by Jaquith for the Fund, as well as the payment to Jaquith and others of brokerage conmiz-
sions on transactions in Managed Funds portfolio securities, as outlined below,

In the notice under the Investment Company Act, false and misleading representations in
various reports filed by Managed Funds under that Act are charged, including the omission to state
that Jaquith had become the investment adviser for Managed Funds in December 1953 under provisions
of a contract dated December 1, 1953, between Slayton Associates, Inc,, the then investment adviser
for the Fund, and Jaquith, then an employee of Model, Roland end Stone, According to the notice,
this contract required Jaquith, under the general direction and approval of Slayton Associates, to
use his best judgment in the selection, purchase and sale of securities under the general policy of
Slayton Asgociates as it may be determined from time to time; and Slayton Associates in payment for
the services to be rendered, agreed to direct brokerage business to Jaquith or to such persons or
firms as he might designate,

It further sppears, according to the Commission's notice, that despite the obligation of
Slayton Asgociates to render advisory services tc Managed Funds under and pursuant to a contract
dated August 15, 1952, ", , , said obligation and responsibility of Slayton Associates Inc,, to
Managed Funds, Inc, and its stockholders had been abdicated and delegated to Stephen M, Jaquith,*
OVER
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It iz also asserted by the Commission that Managed Fundg' annual report for the year ended Novamber
30, 1958, failed to disclose that Slayton Associates did not perform the services it had agreed to
perform and for which it had received payment of $278,488; that Slayton Assoclates had directed
brokerage commissions to Jaquith aggregating at least $635,775 in respect of portfolio securities
purchased and sold for Managed Funds that year} that Jaquith designated Model, Roland and Stone

to’ effect said purchases and sales and to receive the $635,775 of brokerage commissions,

. It further appears that, at the direction of Hilton R, Slayton, Jaquith caused gross
commigsions of $357,152 to be credited to himself, $215,231 to James S, Btubbs, and -§63,393 to
Harold W, Smith, Net commissions to the three individusls was 50% of such amounts, Hilton H,
Slayton is president of Managed Funds and vice president and 51% stockholder of Slayton Associates;
Smitn is the husband of a sister of Hovey E, S8layton, vice president of Managed Funds and president
of Slayton Associatesj and Stubbs is a former business associate of Hilton H, 8layton and a former
director of Managed Funda, These payments were not disclosed in the report,

Similar non-disclosures are charged with respect to earlier reports, In 1957, gross
commission payable to Model, Roland and Stone amounted to $254,525 of which Jaquith, Stubbs and
Smith were to receive 50% of gross commissions in the respective amounts of $137,020, $67,520, and
$49,985; in 1956, gross commissions payable to Model, Roland and Stone amounted to $402,474, of
which Jaquith, Stubbs and Smith were to receive 50% of gross commissions in the respective amounts
of $210,395, $144,813, and $47,266; in 1955, gross commissions payable to Model, Roland and Stone
ampunted to $268,872, of which Jaquith, Stubbs and Smith were to receive 50% of gross commissions
in the respective amounts of $197,210, $11,399, and $60,263; and in 1954, gross commissions payable
to Model, Roland and Stone amounted to $134,977, of which Jaquith and Smith wers to receive 50% of
the grogs commissions in the respective amounts of $128,208 and $6,769, Payments to Slayton
Agsociates during these earlier years were in the amounts of $253,821 in 1957, $229,096 in 1956,
$179,019 £n 1955 and $125,943 in 1954, no disclosure beingmade that Slayton Associates did not
perform the gervices it had agreed to render,

Moreover, according to the notice, the report failed to disclose that the said contract
between Jaquith and Slayton Associstes was illegal and void under provisions of the Investment
Company Act and that all or part of tne compensation paid thereunder might be recoverable by
Managed Funds.
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