
is uuaonnd and improper. All City b<mcli, in iaet tU
eeuritief, should tie acquired at their market valne at

the time of purehaae.

The City, when lelling its bonds—^whether to the

sinking fond or to investment honses—should aim at

obtaining tiie best possible priee for them. On the

other hand, the sinking fond when pnrehasing bonds
—^no matter whether they be City of Ottawa, or any
other mnnieipal or government bonds—should en-

deavor to acquire them on the most favorable terms
obtainable.

This faulty method of making purchases appears
to have been due to the failure to recognise the element
of trusteeship which should characterise the manage-
ment of every municipal sinking fund. The aim should
be to make investments on the most favorable terms
possible, consistent with the absolute security of the
prineipaL

The bonds of the Province of Ontario, and of the
Dominion of Canada, were acquired at current market
prices. Care should be taken to have the book value
of all securities bought at a discount, or at a premium,
adjusted from year to year so that when such invest-

ments mature their book value ¥rill be exactly tiie same
as their face or par value. In this way the sinking
fund will receive the exact rate of interest which the
investmeats were bought to yield.

Cash in bank needs no explanation, excepting tiiat,

in the interest of the fund, practically the whole of it

should have been invested at a more remunerative rate
of interest.

The item "accrued interest," $41,180.24, is the
amount of interest, on investments held by the fund,
from the date when interest last fell due to the Slst
December—the date of the investigation. 'Hie City
failed to include this item among the sinking fund
assets.

The question arises as to '^
-i desirability of making

farther investments in the City's own bonds. At
present 56% of the total assets consist of this security.

In view of this large proportion, I am inclined to be-
lieve that it would be preferable to seek other bonds.
In this connection, I would like to quote from a recog-
nized authority:

—

"For a municipality to sell its bonds to the
sinking fund is the same thing as for the muni-
eipality to borrow money from the sinking fund.
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