
for MMDC ytan to eome, to yield • eomfortable margin
over the SMamed av* - rave.

4. raihurt of
"'

iii^ AamuJ X(tTiM to Makfaif

Tliis poMible ^ree of low may be totally diare*

garded.
Notwithatanding what hai been aaid, it ia well re-

eogniied by eonaervative inveaton and eorporationa,

aaeh aa life insurance, truat and loan eompanies, that
it is desirable to build up an "i]i<v«itaMBt rwarTa
fond" aa a protection against eontingeneies and loaaea

which may arise, and in the case of your sinking fund
—in order that it may be maintained on an absolutely

aafe baaia—^it is ray opinion that it would be deairable

to have sueh a reaerve fund. I do not, howerer, believe

tiiat it ia essential to maintain an unduly large one.

Tlie securities, which the fund may, by law, invest in,

are among the safest; while the maximum rate of in-

terest which the fund is assumed to earn is relatively
low ; therefore, there is no temptation to invest in any-
thing but the best.

Tbe amount at which the "investment reserve
fund" shall be placed riiould be considered at the end
of each year when all the facts relating to the opera-
tions of the sinking fund are being consider^, includ-
ing especially (a) a careful review of the character
and value of the securities held as investments, and
(b) the marg^u lAtveen the average rate of interest
earned and ti?*!i v-MVLfif to be earned.

Speaking l>roa41y, anA Having regard to present
conditions, it ' pjieaiTi to me. { an "investment reserve
fund" of, sa'. 5v ff you'' sir king fund liabilities were
maintained, :^ T^.jid be urVjient. On this basis, the
balance sheet • viil,i be a? r'o lows:

—

Assets ... .

Sinking Fund Lii'.)-; p $3,003,147.39
Investment Reserve Fund
(5% of above) 150,157.36

$3,320,516.14

3,153,304.75

Surplus $167,211.39

This last amount, or say $160,000, it appears to me,
might—subject, of course, to any legal res- .ctions or
limitations—4>e utilized for such general purposes as
the City might determine. This surplus is the result of
years of accumulations—it is the product of practically
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