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‘FOR 'RELEASE __ December 2, 1958

.SEC RULE EXEMPTS CERTAIN INVESTMENT COMPANY ACQUISITIONS

The SEC teday announced the adoptlon of a new rule (Release 40—2797) permitting reg;stered -
1nvastment companies to make purchases in limited amounts of securities involved in public dis- . F
ons through underwriters with which they may be affiliated. Accordingly, advance applicat on
"issuance of an exemption order by the Commission in individual cases will no longer be L )
if the investment company acquisition meets the conditions pxescrlbed by the rule.

: Sectzon 10(f) of the Investment Company Act prohibits investment company purchases af
Jsecurities involved in a public offering during the existence of .an underwriting syndicate, if
of the principal underwriters is affiliated with the investment company. The law permits the Com~
mission by rule or order to exempt any such purchase from the statutory prohibltlon, if and,ta the
fextent that such exemption 1s consistent with the protectlon of investors,

Numerous applications for exemption of such acquisitions have been- granted hy Femmiss én
order in the past. ' The experience gained in the consideration of these cases, according to the
Cmmn1551on, indicates that a general exemptive rule would be appropriate and that investor pro-
tection may be adequately insured by the conditions and safeguards specified in the new rule, = .
These include limitatiens with respect to the consideration paid, as related both to the total
Jamount of the .offering and the assets of the purchasing investment company. 1In addition, no pur~:'ﬁ
chase may ‘be made from an affiliated underwriter, underwriters' commissions may not excaed stated
amounts, and the offerlng must be registered undar the Securities Act. e

‘Under the terms of the general exemption prescribed by the new rule (among chers), the ;,
underwriting commission may not exceed 7% of the offering price if the offering .consists. of comman
shares (lesser maximum commissions apply to other securities)j the amount of securities which an- j
finvestment company may purchase shall not exceed 3% of the amount of the securities being offereds
and- sonsideration paid by the investment company shall not exceed 3% of the total assets nf‘the

chasing company, provided that, if such consideration shall exceed $1,000 OOO, it shall not :
of its total assetls, :

ADVANCED RESEARCH ASSOPIATES PROPOSES STOCK OFFERING

' vanced Research A53001ates, Inc., 4130 Howard Avenue, Kensington, Md., filed a regis~
ement (File 2-14566) with the SEC on December 1, 1958, seeking registration of 400,000
ommon Stock, Public offering of the stock is to be made at $6 per share through Wesley
”'ompany of ‘Kensington and Williams, Widmayer Incorporated of Washington, The latter has
11 and pay for not less than 17,000 sharesy and except for such commitment the offering
efforts" basis, . The selling commission is to be 85¢ per share. <Shares are to be . -
y 'ployees and independent sales reprBSentatives at $5.15 per share. on which no.
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j:walkex, president, and Rilliams, ﬂidmayer and Gompany. : d
‘of scientists, prodﬂction and management personnel, “for ; 3 Cang
. for the most part on a proprietary basis, of cvmplex,,hzghiy aﬂv nCeﬁ eiectraﬂvlaj‘
_ ponents, with particular reference to the avionic field.” No pra&ucts of the conipa e
 mercial production, although three proprietary items are said to be currently in pilct prbdhc :
and are now being sold to governmental agencies and major industrial users, primarily for ev. lnation
.. purposes, namely, an airborne vehicle-radio control 'system, a campasite transistor, and direﬂt
“‘current or direct voltage transistorized servomechanisms. ‘Williams, Widmayer and Company will serve
.. as the management firm and provide executive officers and certain key personnel other than the
- president. It is a limited partnership controlled by its general partners, Don Fa Widmayer,
L<exenutive vice president, and Rlchard N. W1111ams, secretary.

, If all the shares are sold, net cash proceeds to the company will appraximate $2,BlG 000,
-Of this amount, $835,000 is to be reserved for working capital; $450,000 will be used to finance
jnitial commercial production of transistors and other products, $250,000 to finance an accelerated
‘fresearch and development program; $150,000 to purchase additional electro-mechanical and ‘o
‘testing equipment; $125,000 to finance the initial efforts of the company's newly formed English
subsidiary, Walker, Widmayer Ltd.; $100,000 to finance the expansion of laboratory facilits: § and
- $100,000 for -advertising in support of the company's sales organization. The English subsidiary
was" formed to engage in advanced electronics research and to act as a foreign sales agentt

e . The company has outstanding 307,800 common shares and $125,000 of 5% Guarantead Bearer
Convertible Debentures due 1963. Of these securities, investors in prior financings purchased

97,000 common shares at $1 per share and $120,000 of the debentures, of which shares Williams,
Widmayer and Company acquired 19,400; Walker purchased 100,800 common shares and $3,000 of debenture
. for a total investment of $12,000, of which 30,000 shares were sold to Williams, Widmayer and

. Company; and the latter originally purchased 105,000 common shares and $2,000 of debentures, for

an: original investment of $32,000, paid an additional $72,800 for the 19,400-and 30,000-share blocks

above referred to. It also guaranteed payment of the interest and principal on the debentures.

ISRAEL INVESTORS FILES FOR-STCCK OFFERING

.. Isxael lInvestors Corporation, 19 Rector St., New York, filed a registration statement
(File 2-14567) with the SEC on December 1, 1958, seeking registration of 46,260 shares of its
_Common Stock. The company proposes to offer this stock for public sale at $100 per share. No
underwriting is involved.

, The company was organized under Delaware law on October 14, 1958, by American cmtlzens and
residents "for the primary purpose of investing in private industries located in the Statﬁiof ‘
~Israel.". It has registered with the Commission under the Investment Company Act of 1940 as a ¢losed-
-endy non-diversified management investment company. The subscription price for its shares may be
_paid. in cash, or by transferring to the company certain State of Israel Bonds, or by a combination
- of such methods. The company intends to invest substantially all of the net proceeds of the stock

. sale in private investment opportunities in Israel in accordance with its investment policies.

As a fundamental policy, the company will concentrate its investments in enterprises ipcated or
.- doing business in Israel and in enterprises located or doing business elsewhere whicb‘fuxther the
»‘xdevelopment of the Israeli economy. : ‘

The prospectus lists Samual Rothberg of Peoria, Ill., as president and onﬂﬂ: af 1,000
(26.7%) of the outstanding shares of Israel Investars common stock.\ Boyar Foundatian Df Los
Angeles holds a like ameunt of the shares. : _ o

FINANCING PROPOSED BY FUGRIDA BUILBERS

: 'Florida Bullders, Inc., 700 43rd Street Sont,h, St :
- statement (File 2-14568) with the SEC on December 1, 1958,
6% Fifteen Yes_ﬁSinking Fund Suhcrdinated Debentu@es aﬂﬂ*dﬁ'
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- 5100 of dehaatuzes wath one common share attached at an offering priﬂe of $110
faz the cammnn share). Underwriting commissions are listed at $5.30 per unit.

The ant:vities of the company and its sub51diaries include (1) general construction con-
-ractings (2) sub-division development; (3) commercial construction; (4) erection of housing
sorjects; (5) design, manufacture and distribution of home and- commercial building packages and
omponents; and (6) design, manufacture and distribution of small out-board boats. The main business,
of the company is the development of its concept of prefabrication ("utilization of mass production
brocedures to build large numbers of custom designed homes of wide appeal®), and applying this T
oncept to the building of complete family housing prOJects.

o Ot the proceeds of this financ1ng, $765,000 is to be used for the purchase and develapmant

of subdivision land, including shopping center sites; $350,000 for new equipment and project site
acilities; $1,760,000 for financing and expanding the company's component parts businessy - v
15755000 for liquidation of bank loan -and 1nstallment obligation; and $650,000 unallogated; but will»?f
be utilized in the general contracting field. N

The prospectus lists J. T. Haynsworth of Plant City as board chairman and J. C. Sheltnn f;
bf St. Petersburg as president. The company has outstanding, in addition to some $575,000 of - -
indebtedness, 8,000 shares of preferred stock (7,200 shares held by Haynesworth), and 160,000
ommon shares held in equal amounts by Haynsworth and Shelton. , -

SEC INVESTMENT COMPANY SIZE STUDY QUESTIONNAIRE ANNOUNCED
The Securities and Exchange Commission today @nnounced that, in connection with its’ : T’;F
ktudy of problems incident to the size of investnant companies authorized by the Investment Campany i
ict of 1940, copies of a questionnaire have been .distributed to open—end investment companies -
pliciting various information required in connection-with the study. A questionnaire will be
Histributed soon to closed-end investment companies. ' Only thase companies with assets of $1
iillion or more are included in the study. A .

‘Section 14(b) of the Investment Company Act authorized the Commission to make a study and
nvestigation of the effects of size on the investment policy of investment companies, on the
ecurity markets, on the concentration of centrol of wealth and industry, and on companies in &
hich investment companies are interested and to report the results of its studies and investigations,
#nd its recommendations to the Congress. The Commission has retained the Securities Research Unit
f the Wharton School of Finance and Commerce, University of Pennsylvania, to make a fact finding
urvey of the subject matter and to report to the Commission in its independent consultant capacity‘_ g
t is anticlpated that this survey will enable the Commission to determine whether the increased"
{ze of investment companies has created any problems which require remedial legislation.

- The questionnaire has been divided inte five parts, replles to each part being required
t different dates, commencing January 15, 1959, with %he last section due May 30, 1959. Included
nong the -items of information required are details regarding the purchase and sale during
*signataé periods of time within the past five years of thirty common stocks selected as the most
revalent’ in the ‘portfolios of investment companies.  Other items pertain to securities holdings,
§ortfolio turnover, investment policy, trading practices and marketing channels employed, and con-
rol- over pcrtfol1o companies.

SEC RULE ON INVESTMENT COMPANY SALES LOAD ADOPTED

Tha SEC tuday announeed the adoption of a new rule (Release 40-2798) with respect to
eductions in the sales load of redeemable’ securities offered for public sale by
mred investment companies. The purpose of the rule (Rule N-22D-1) is to codify certain i

rpretations of Section 22(d) of the Investment Company Act of 1940 and exampticns~,
ranted by Cemmissioﬁ Qrde s under Sectien 6(c) of the Act. The rule will :
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at a przce &ess than that fixed in the prospectus."~~' : 1issl
to Section 6{(c) have related to permissible variations in the sales laad. The new rule wi

ca number of changes in current practices, 1nc1uding restrictlons en the avallabllity of a qnaﬁtlty
‘ disCOunt for ‘group purchases. : ,

; One provision of the new rule will codify a 1941 opinlon of the Commission's General
,Counsel and related interpretations and exemptive orders so as to permit graduated reductlans in

- the sales load dependent upon the quantity of shares purchased, if such guantity discounts are

clearly described in the prospectus and available to any member of the public on a non-discriminato
 basis. Investment companies will be allowed to reduce sales charges for a single purchase, or

" the aggregate of the shares previously acquired and then owned plus shares being purchased, or
pursuant to a statement or letter of intent covering purchases within a period of no more than 13
months, subgect to specified conditions.

For the purpose of granting a quantity discount to "any person" under the provxsians of
. the new rule, that term is defined as including an individual, or an individual, his spouse and
their children under the age of twenty-one, purchasing securities for his or their own account,

‘ or a trustee or other fiduciary purchasing for a single trust estate or fiduciary account. -

Reductions in the sales load for group purchases is disallowed by the new rule. The
j'Commissicn stated that in reviewing industry practices, it is apparent that in many instances the
grouping has been solicited or encouraged by the investment company, its principal undérwriter or
the distributors of its shares, who are prohibited by the law from discriminatory pricing policies.
Even where a grouping has not been solicited or encouraged, it is evident that they have knowledge
that under such plans the purchaser is not a single person but an agent for many individual |
security holders.. The Commission is of the view that there is no sufflcient basis under the
statute for exempting such group purchases.

The new' Tule also contains provisions covering reductions in the sales load on offerings
_ to stockholders involving reinvestment of dividends or capital gains distributionsj continues the
Commission's practice of permitting sales at a reduced load pursuant to a uniform offer made to
‘tax exempt organizations; and codifies the practice reflected in prior exemption orders of permitti
sales far investment purposes at a reduced load or no load to officers, directors, and employees of
an investment company, its principal underwriter and investment advisor, and to the trustees of
qualified pension and profit-sharing plans for the benefit of such persons, on condition that
written assurance is obtained that the purchase is made for investment purposes and that the

. securities will not be resold except through redemption or repurchase by the issuer.
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