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IN THE MATTER bF 

FINANCIAL PROGRAMS, INC. 

JOHN R. HURLEY 

JAMES R. FRANKENTHALER 

File No. 3-4610. Promulgated March 1Z4, 19"/5 

Securities Exchange Act of 1934 

FINDINGS AND ORDER 

I 

("Proo-rams"), a mutual fund manager 
Financial .Prog~ams, In~. . b th broker-dealer and investm.ent .. 

registered wIth th:s -?ommlSS10n ~vi~er to 'and principal underwrIter 
adviser, was and IS m~estment aHurle -and James R. Frankenthaler 
for four mutual funds. J oh; R. ~ portfolio managers. To deter
were formerly employed by .rograms a oo-rams Hurley and Frank
mi.ne whether certain allegat1onsd~bloutt~r '='. f a~y that ought to be 

t d the reme la ac lOn, 1, E
enthalerare rue an. .' ted 2 under the Securities x-
taken, these proceedl~gs were m:l~~vestment Advisers Act.s Solely 
change, Investment ~om~any,t~isinatterand without admitting or 
for the purpose of ~lspo~mg 0 r for roceedings Programs, Hur
denying the allegatlOns m the or~e ff P f settlement The Commis
ley, and Frankenthaler havehma e; er~eoaccepted.A~d the Commis
sion's staff recommends that t ose 0 ers .
 
sion has decided to do SO.4 - - II
 

, funds represented that they were 
The prospectuses of Program s t s Actually Programs

professionally managed by competen person. , 

. F d Inc Financial Industrial Income Fund, Inc" Financial 
1 Financial Industrlal un, ., d I 

Dynamics Fund, Inc., Financial Venture Fu: ;lt~\)rOgrams are also named as respondents, 
• Three other persons f<>rmerly associate A t Section 9 (b) of the' Investment Compan, 
3 S tlon 15 (b) of tIle Securities Exchange C,' 

Act =~d Section 203 (f) of the Investm~n~:d;~~er~n~~~'gsmade below rest entirely ontl~h.e 
• N-o evidentiary hearing has been e ttl m nt Hence they do not 'blnd the non-set ng 

order for proceedings and the ol'l'ers <>f se e e , 

respondents. 
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permittedmexperienced and incompetent pers~nsto make significant 
investment decisions for the funds. Hurley, Frankenthaler, and other 
persons committed over $21 million of the funds' assets to over:the
counter securities that were speculative, unseasoned-and in 'limit~d 

supply. They did that on the oa:sisof recomrriendationsmade to them 
by a single ,salesman. Their reliance on him was excessive. Neither 
Programs, nor Hurley; nor Frankenthaler made any adequate inde
pendent study of the companies in question.5

, _ 

The issl.les were thinly traded. And Programs, Hurley, and Frank
enthaler caused the funds to buy them repeatedly and heavily. As pre
viously noted, the supply of these securities -available for trading in 
the public market was quite limited. In some cases, the funds even
tually acquired much of that limited supply.6 

Because of those substantial purchases, the prices of the securities 
rose. The funds' prospectuses, proxy-soliciting materials, and periodic 
reports reflected these price rises arid the resulting increasesiilthe net 
asset values of the funds~own shares. And they did so without discios
ing that the ascending market prices had been caused and were being 
maintained by th,efunds',own purchases or mentioning the funds' in
-ability to dispose of their holdings at the prices that their own buying 
had created.7 . 

The prospectuses said that the funds invested in "securities believed 
to be readily marketable." The aforementioned securities could not rea- ' 
sonably have been considered "readily marketable." s The prospectuses 
also stated : "We do not purchase securities if the purchase would cause 
us, at the time, to have more than 5% of the value of our totaL assets 
invested in the .securities of 'any one company or to own more than 
10% of the voting securities of any one company (except obligations 

• They were Richard Packing. Company, Richard Franchise Investment,' Inc., . Status 
Marketing Corp., Frigltemp. Corp" Acrlte Industries, Inc., Com'bustlon EquIpment, Assocl- ' 
ates, Inc., Michael 'Craig Personnel, Inc., Cassette Cartridge, inc., Data Lease Financial 
Corp., Component Systems, Underwriters Bank and- Trust Company, Neo Tee Corp., 
Dimension V, Ltd., Textone, Inc" Integrated Medical SerVices, Ltd., and Pan American 
Dynamics. 

• In none of the instances enumerated in the preceding footnote did the funds acqUire In 
the aggregate less than 22% of the total quantity of securities availal>le for publlc trading. 
It was not uncommon to acquire more than half the floating supply. In one case over 
85 % of the securltles available for trading were acquired, and in another the 70 % mark 
was exceeded. 

7 The purchases were made In 1ft69 a.nd In the first four months of 1970. In May of 
1970 the buying stopped, and the selling began. And the funds were able to sell these 

securities. But the prices they had to accept were so low that most of the original ~nvest-· 

ment was lost. 
• Compare The Wolf Oorporation,42 S.E.C. 1042. 1048 (1966);' National Lithium 

Oorporatilon, 40 S.E.C. 746, 752 (1961) . 
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iss~ed' by the U.S. Government)." In practice, these limitations were 
sometimes disregarded.9 

, ". 

The literature that Programs caused the fund~ to dissemmate ab~ut 
themselves did not disclose thatthe funds had lllcurred and were m
('urring unreasonably high transaction ~osts in the l?,:rchase of the 
securities recommended by the salesman. These secuntles could have 
been and should have been purchased from the dealers who ~ade 
markets in them. But this was not done. Instead they were acqUlred 
through the brokerage firm with which t~e recommending salesman 
was associated. Not being a market maker Itself, that firm had to buy 
the securities from the market makers with whomthe funds :o~ld have 
dealt directly. And since the salesman's firm charged c~mmisslons, ~he 
funds and their shareholders were saddled by exceSSIve transactIon 

costs. lO 
• 

Moreover, Programs caused the funds to keepe::cceSSIye cashhalances 
on deposit with a certain bank.ll That bank conSIdered thos~ balances 
when it lent money to persons affiliated with Programs. Fma~ly, ~or 
more than two years Programs failed to make.an adequate mqUlry 
into the transactions chronicled herein.12 ..Nnd havmg made no adequate 
inquiry it of course failed to take appropriate action to recover for 
the fun'ds 'the losses 'that they had sustained by reason of the events 

just narrated. .' . 
It follows bom the foregoing. that Programs WIllfully VIOlated an~ 

willfully aided and abetted willful viola~i~ns by others of the antI
fraud provisions of the Securities, SecuntIes Exchange, Investment 
Company, and Investm'imt Advisers ActsY . 

III 

Programs failed to. supervise its subordinate e;IDpl0J:ees ~easonabl! 
with a view to the prevention of the foregomg VIOlatIOns. ThIS 

• Another disregarded limitation involved Financial Industrial Income Fund, Inc·lt;ts 
ospectus represented that It would Invest In dividend-paying stock and In debt sec~r es 

;;eldlng Interest Income. Nevertheles~, It purchased the debentures Of a: un:easone com, 

pany with nomln~1 asset~ th~~ w~:asfi~a::~~~l~;:~:'~~~r;fd:t~s
l
~:r~~~mlsslon said 

,. This type of l.nterposltlfln g. 43· SEC 392 400 (1967): [R]espondents did 
I Delaware Management OompQ;rvy, InQ., ". , 
n h I git'mate basis for believing that their transacUons In portfollo securities on 
~~~al::~ ~hee FU~ds were In accordance with Industry practice and ap?lICab1e law. ~er:~~ 

~::e~~~~sI~/hc~::~~~rt:e~::s~~~~si~~~~;~s~t~o~~~;~:ebo:U~~el;oo~~~~~~~ ttn~::::ed ;rices 

or costs." .. I Intained In such accounts should 
11 The Commission has suggested that The ba ance mat ecurrlng expenses and dlstrlbu

not exceed that amount WlhlCth ISbnecehsOs~dr:r:?, ~~~:~:;:~~ ~ompany Act Release No. 6863, 
tions declared and payab e 0 s are .
 

Guidelines Relating to Ohec'king ACCOlVnts (December 6, 1971). 2
 
111 f 1970 to ~eptember of 197 . 

U The period referred to .ran from ay 0 th Securities Exchange Act and 
,. Section 17(a) of the Securities Act, Section ~O(b~ ~dvI:ers Act and Section 34(b) of 

Rule 10b-5 thereunder, Section 206 of the Inves men , 
the Investment C(}mpany Act. 

breached the duty to sripervise imposed !by Section 15(b) (5) (E) Of 
the Exchange AcU4 

IV 

The funds prospectuses said that their shares were available to the 
public through Programs at' net asset value plus ,a discloSed sales 
eharge. Actually, however, buyers paid more than that; They were 
made to do so because the "n~tassetYl\-lue" that they were charged 
was inflated by appraisingthefun'ds'positionsint~e salesinan
recommended issues solely by reference to market quotations that had 
been boosted to and were being maintained at unreasonably high levels 
by the funds' own massive purchases. Hence those quotations were un
realistic guides to fair value.1s 

It follows that Programs willfully violated and willfully aide.d.and 
abetted. TIolations by others of Section 22(d) of the 'Investment Com
pany Act. That section provides inpertinentpart: 

"No registered investment compaxiy shall sell~ny rede~m~ple security 
issued by it to any· persone:1cept ... at a'current public offering price dis
closed in the prosp~us, and ... no principal underwriter of. such security 
... sh:ill sell any such security .. , llxcept at a· current public offering 

. price described in the prospectus." . ... . r 

. The overstatements of ne~ asset value thatimposed unfair burdens 
on incoming; shareholders conferred undue benefits oli withdrawing 
shareholders. Those benefits stemmed,from the fact -that shareholders 
who tendered their shares to the funds for redemption were paid off 
at true net asset value plus hidden premiums stemming from the in
flated figures at which the funds carried their positions in t.hesalesman
recommended issues. Hence· the remain:iIlg~ shareholders .were taxed 
for the benefit of th6s6who chose to redeem. That violated Section, 
22(c) of the Investment Company Act and Rule 22c-l(a) thereunder 

14 No finding Is made under Section 203(e) ('5) of the Investment AdvIsers Act. That 
·section was not In effect durfng the relevant periotl. . . . . 

,. In these circumstances Section. 2(a) (39) o~ the Investment Company Act and the 
Commls·slon's :Rule 2.0.-4 under· the Act made It ·"Incumbent 'Upon· the Board of Directors 
[of eacq fund, and Pr(}gra.ms, of course, was represented on those boards] to satlafy 
themselves t.hat all appropriate factors relevant to ... value . : . have been considered 
and to dete.rmlne the method of arriving at the fair value of each such secu.rfty." .Invest
ment Company Act Release No. 6295, S·ecurItles Act Release No. 5120, Securities Exchange 
Act Release No. 9049, Accounting Series Release No.llS, Accounting for Invest.ment 
securities by registered, investment C{)mpanies (December 2'3, 1970). ·That release goes on to 
stress the gravity and the non-delegable character of the dlrectors'responslbllitles In this 
regard and then points out that: "No single standard for' determining 'fair value' .... In 
good faith can be lald d·own, ·slnce fair value depends upon the circumstances of e.ach 
Individual case. As a general principle, the current 'fair value' of an issue of securities 
being valued by the Board of Directors would appear to be the. amount which the owner 
might reasonably expect to receive for them upon 'their current sale, .. [F]actors which 
the directors should consider ... Include ... the fundamental analytical data relating 
to the Investment ... and an evaluation of the forces w'bleh Inflnence'the markef In 
which these securities are bought,and sold." (Emphasis added.)· 
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,,:'hich require that r~emptions be made only at prices "based on the 
current net asset value." 16 

v 
Programs stresses certain mitigating l,factors. It asserts that: 
(1) Its management and that of the funds was changed. in M~y of 

1970-three years before the Commission's staff began to mvestIgate 
this matter. 

(2) None of the alleged wrongdoing relating to the purchase or 
valuation of securities occurred under the new management. 

(3) The funds' investment performance under their present man
agement has been better than the average performance of comparable 
funds. f r 

(4.) The securities salesman who instigated the. improper port 0 10 

activity has been convicted in the United States ~hstr;-~t Court for the 
Southern Districtof New York for fraudulently mducmgthe funds to 
buy one of the securities involved. . . 

(5) When Hurley and Frankenthaler bought and sold secuntIes ~or 

their own accounts at or about the same; time that they were causmg 
the funds to buy such securities, they violated Program's own Code 
of Conduct.'7 _ 

Programs also points out that at the time of t~ese e:ent~ the Com
mission had published nothing about the ~ay m :V~lC~8 mvestment 
companies should value thinly traded portfolIo secuntIes. 

VI 

Program's offer of settlement obligates it to: . 
(A) Refrain for 180 days from performmg any investment 

advisory function for any new client; .'9 
I. That rule was ad'opted under section 22(c) o! .the Act, which. when taken together 

with section 22(a.j" of the statute, authorizes the Commission 'voprescrlbe rules about 
demptlons "for the purpose of eliminating or reducing so far as reasonably practicable 

~~y dilution of the value of other outstanding securities of such company [.Le, .the redeem· 
inginvestment company] or any other result of ... redemption .. , whIch IS unfair to 
holders of such other outstanding securities." 

17 See part VII, infra.. . C ii' Order 
18 Its offer of settlement says: "During the period referred to by the ?mm ss on s , 

no rule regulation or release had been published by the Commission wIth respect t~, an~ 
there ;ere no generally accepted procedures for, the valuation of portfolio securihe~ \ 
other than quoted market prices In cases where a single mutual fund o~ a group of ll}u ,;a 
funds having the same investment adviser, purchased a significant portIon of the secur~es 

of ~ issuer available for trading in the over-the-counter market, ~r ~hiCh o~he:d ~;. 
purported to limit the aggregate amount of a single issuer which could e pure as 

such fUndS·a" R b t· .. a 40 SEC 907 911 (1961): "These antifraud provisionsBut see ady, ° er s '" ,0,>. '.'" . . . b t k ... " 
encompass. the infinite variety of devices by which undue ~d~~ta~~Om~~3 ~. ~1e~i.963; ;
See alsC'. S.E.a. v. Oapital Gains Research Bureau, Inc., 37 .. , 
Foshayv. United States, 68 F. 2d 205,.211 (C.A. 8, 1933). h funds and for other 

,. This will not impair Program's abUi ty to continue to act for t e
 
existing clients.
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(B) Offer the funds $2.5 million in settlement of claims against 
it based on the activities described herein and on other gro1lnds; 

(C) Pay half of that $2.5 million tothefurids 20 even if their 
Boards of Directors decide to reject Program's settlement offer 
to them; 21 . 

(D) Employ (within 120 days from the date hereof) a special 
compliance officer satisfactory to theCommission,22 who will: 

(i) Review Program's procedures in.managing the funds, 
including those dealing with the.supervision of. employees 
responsible for the purchase andsaleof portfolio securities 
and with the ·JrHtximUIlJ. utilization of the funds' cash 
balances; 

(ii) Prepare. a report based on such review, Which report 
may recoIllmend changes in and/or additions to Program's 
present procedures; and 

(iii) Regularly monitor Program's compIiance with the 
manual described in the foll()wingparagraph until the com
pliance program set forth .. in that document has been 
impleIllented; 

(E) Preparealld adopt (within 180 days after receipt of the 
special compliance officer's report) a comprehensive manual of 
procedures, which manualshall (i) inchl.de a compliance program, 
and (ii) be submitted to the. f~nds and to the Commission; 

(F) Refrain in t.he future from ca:using more than t~().-people 
!!-ssociated with. it to serve ouany of the funds'boards;23 and 

(G) Subject itself to the Commission's jurisdiction should ques
tions' arise about its compliance with its undertakings.24 

VII 

From what has thus far been said, it follows that Hurley and 
Frankenthaler: . 

20 This $1.25 million fund has already been deposited with an escrow agent. 
. "_Rejection will lead. to the div;ision, of this. $1.25 million among the funds in accordance 

with their respective losses.' .' .. • 
To advance their shareholders' interests; the funds have undertaken to reconstitufe their 

boards by adding three new dh:ectors, to them. These new direct()r.s,· Who are t(). be 'satis_ 
factory to the Commission's staff and independent of Programs, will constitute. three of the 
fOur members ~f a special committee of each Board to be created for the purpose of deter. 
mining whether to accept or reject Program's settlement proposals. 

22 The Commission is not to withhold its approval of this person unreasona;bly. 
23 This commitment will ·take e1l:ect at the next'arinual meeting"of"'the funds' share' 

holders. . 

~ Program'S offer pr()vides that if it. "fa.l1sto comp~y 'With any .order is~ue.dpursuant 
to this offer or any undertaking made ilflhis offer, the oCommissiori.. mll.y,after· notice and 
~earing, Issue such further order, or impose sucb, san~tion.,as it deellui appropriate•." .The 
Issues in any hearings 'held pursuant to this. proviso will relate solely to Program's .. com. 
pliance with its own undertakings !lndthe,appropriateness of further relief. All Jiridhigs 
made herein shall be binding for the purposes 'of any such subsequent hearing..' 



(1) Willfully violated all of the statutory sections that Pro
grams violated; and I •• 

(2) Willfully aided and abetted Program's VIOlations. 
Moreover, Hurley and Frankenthalerbought a salesman,recom

mended iEsue for their own accounts not long before that same stock 
was purchased by a Programs-managed fund. They then sold that 
stock at a profit. These transactions were arranged by the recommend
ing salesman. Hence they must be deemed vehi~les by which,he com
pensated Hurley and Frankenthaler for channelIng th~ funds ~roker
age to him. Accordingly, Hurley and Frankenthaler WIllfully VIOlated 
Sections 17(d) and 17(e) (1) of the InvestmentComp~ny Act as well 
as the Commission's Rule 17d-1 under the former sectIOn. 

Section 17 (d) prohibits people in positions such as those occup.ied ~y 

Hurley and Frankenthalet from enterin~ into ~ny tran~actI'~?'m 
which any registered investment compa~y Imked Wlt~ them IS a Jomt 
or a joint and several participant ... m contraventIOn of such rules 
and rea-ulations as the Commission may prescribe for the purpose of
limitin~ or preventing participation by s~ch registered ... company 
on a basis different from or less advantageous than that of any. other 
participant." And Rule 17d-1 requires that every such transactIOn be 
approved in advance by the Commission.· . 

As the Commission said a decade ago in another case: 
"In the instant case we do not have the mere happenstance of simul

taneous ownership of the same securities by an investment ~ompany and 
affiliated persons: On the contrary, ... Imperial and affiliated persons of 
Imperial undertook at or about the same time to invest in the same c~m
panies at the inducement or arrangement of the sa~e persons. SectlOn 
17(d) seeks to prevent affiliated persons of a registered m~estment co~pa~y 

from taking undue advantage of the investment company m transactlons In 

which such persons and company participate in a joint undertaking. The 
possibility that the investment company was not disadvantaged does not 
cure the unlawfulness of proceeding with the joint enterprises without 
obtaining the prior approval of this Commission as required by Rule 
17d-l."'" 

Section 17(e) (1) of the Act makes it unlawful fo~ any affiliated 
person of a registered'investment company or any affilIated person oi 
such person, "acting as agent, to accept from any source any compen~a
tion ... for the purchase Or sale of any property of or f?r suc.h regIS
tered company . . . except in the course of such person s bus:ness as 
underwriter or broker." Its applicability to the instant case IS clear. 
As the Commission has said: "Section 17 (e) (1) . . . is' designed to 
prevent the receipt,by any ~ffili~tedperso~ acti~gfor the inve$tment 
company, of any compensatIOnm connectIOn WIth the purchase and 

. . 
"Impe,'ia.l FinanCial Seryice8, Inc., 42 S:E.C, :717. 727 (1965): .. 
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sale. of investment company assets other than his regular salary or 
underwriter's or, broker's fees." 26 , 

Frankenthaler's prohibited transaction related toa single security.27 
Hurley's case involves not only that security, but two others as well. 

In addition, Ru~ley received merchandise and: other benefits from the 
recommending salesman. ., 

Hence it is appropriate in the public interest to: 
(A) Bar Hurley from both the general securities business and 

the investment company industry, and . 
(B) Su~pend Franken~haler from association with any broker, 

dealer, or mvestment adVIser for six months, with the proviso that 
he may after three months from the date hereof become so associ
ated as a non-supervisory security analyst, and also bar him from 
association with any investment company with the proviso that 
h~ ~ay after 18 ~~nths from the date hereof apply to the Com
mISSIOn ~or permls~l~n to become so associated upon a showing of 
approprIate supervIsIOn acceptable to the Commission's staff. 

VIII 

A~cordingly? IT I~ORDEREDthat Financial Programs, Inc. be, 
and It hereby IS, reqUlred to do all that it has undertaken to do in its 
offer of settlement herein and in the undertaking annexed thereto'
and it is further , 

ORDE~ED that ~f the said Financial Programs, Inc. should fail to 
comply With a~y of Its aforementioned undertakings, the Commission 
m~y, a~ter notIce and hearing, issue such further order with respect to 
~manClal Programs, Inc. or impose such additional sanction on it as 
It deems appropriate; and it is further 

O~D~REl? that John R. Hurley be, and he hereby is, barred from
 
aSSOCIatIOn WIth any broker, dealer, or investment adviser' and it is

further , 

. <?RDERED th.at the said John R. Hurley be, and he hereby is, pro
hIbIted fr~m servmg Or .acting as an employee, officer, director, member 
of an a~vIsory board, Investment adviser, depositor of, or principal 
underWrIter for any registered investment company or any affiliated 

•• Imperial Financial Service8, Inc., 8upra at 727 (1965). See also United State8 v 
Deut8ch, ~51 F. 2d 98. 113 '(C.A.. 2, 1971), cert. denied 404 U.S. 1019 (1972) : "[TJh~ 
requisite Intent under § 17(e) (1) is intent to give and accept a gratuity in appreciationfor past or presen t conduct...." 

th~ :a:ls case also presents mitigating factors that are not present in Hurley's. Franken_ 
th a er says that he reported all of his transactions In securities to his superiors and that 

ey never advised him that he was doing anything improper. Moreover Frankenthaler 
bad no prior experience as a mutual fund investment manager. He a~seri:s that the 
guidance and Supervision given him by Programs were grossly inadequate. 

.. ~ .. 
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person of such investment adviser, depositor, or principal underwriter; 
and it is further I 

ORDERED that James R. Frankenthaler be, and he hereby is, 
suspended for six months from the datel.hereof from association with 
any broker, dealer, or investment adviser, provided, however, that ~e 

may after the expiration of three of said six months become so as~oc~
ated in a non-supervisory position asa security analyst; and It IS 
further 

ORDERED that the said James R. Frankenthaler be, and he hereby 
is, barred from association with any investment company, provided, 
however, that he may after 18 months from the date hereof and upon 
a showing of appropriate supervision acceptable to the Commission's 
staff apply to the Commission for permission to be~ome so associated. 

For the Commission, by the Office of Opinions and R~view, pursuant 
to delegated authority. 

'.; 

IN THE MA'ITER OF 

CHASE INVE;STMENT SERVICES OF 'BOSTON, INC. ET AL. * 

File No. 3-4635: Promulgated .March 28, 19J5 

Investmilnt Advisers Act of 1940 

FI1'jDINGS AND O~DER 

I 

John P. Chase ("Chase") has been in the investment advisory busi
ness in Boston for many years.1 Chase is Chairman of the Board. of 
John P. Chase, Inc. ("JPC"), a registered investment adviser.2 JPC's 
clientele consists ofinstitutions and of individuals with accounts of 
$500,000 or more.3 JPC has about $475 million/under management. 

Chase Investment Ser-'vices of Boston, Inc. ("CIS"), a wholly-owned 
subsidiary of JPC arid itself a registered investment adviser, serves 
smaller accounts/ cis's minimum account is $25,000. It manages 
about 480 accountswith aggT~gate assets of some $1$ million.5 CIS's 
policies are shaped by its parent,JPC.6 ' 

Lawrence M. Tilton and Ja;ckW. Swenson were formerly associated 
with CIS and JPC. Tilton was CISis president and directed the efc 

fort to market its services: !:Ie was also a vice president of JPC. 
Swenson, CIS's chief portfolio manager, was also its executive vice:

"John P. Chase, 'Inc.; John P. 'Chase; Lliwrence M. Tilton,; and Jack W. Swenson. 
1 His attorneys states that "he ha~ been, ,a lead~r In the finaw,lal commuIllty for o.'~er 

42 years." ' " , ' , 
• Until April of 1974, 'Chase was also JPC's chief executive. 
3 The present JPC, a wholly ,owned, sUbsidiary of ,Contll).entll1 Investment Corporatloll 

(of which Chase is a director and a stockholder), Is the successor to' another corporation' 
of the same name. ,References to JPC in this document relate to both the present company 
,and its predecessor. ", , 

'Just as there was an old JPCand' anew one, so tbo there was ail old CIS and a new 
one. The old CIS was caned Chase Investment Services, bc.It did not have the phrase 
"of Boston" in its name. CIS is ,used In this document to refer to both companies. 

• CIS's business used to be substantla:iiy la:rger. From the beginning of 1967 to' the 
present CIS managed the accoulits, of over 2,400 clients. The assets In those' accounts 
totaled over $100 million. . 

But in 1972, 1973 and 1974, over 1,000 clients cancelled their lnvestment adVisory 
contracts with CIS. Most of 'them did so after sustaining substantial IQsses; Untlla'bout 
March of 1973 CIS gave no rebates to clients who cancelled before the end of the period 
covered by the fee that. they had alread~ paid. . , 

• Chase is CIS's treasurer and also sero;:es on its BOl!Xd of Direct,ors. 

45 S.E.C.-I.A.4~49 
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