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JeA. Zecles, Esq.,
465 St. Jolm Street,
HOBTREAL.

Dear Sir:

is prepared to place under your cars, the
managemant and administration of its investment funds, for a period
of one year from next.

It is understood that you will have full suthority to siter
the poritfoliio as it then stands, by means of sales of existing hold-
ings and the purchase of other investments in substitution, a8 well
as to make such new investuwents as may be required for the empl oyment
of any accruals or additional funds that may be available for that
purpose.

It is furtber understood that you will communicate your asctivities
with regard to these matters to the investment commities for its ratifi-
cation at its regular mestings.

Your empioyment in this capacity will be sublect to the follow-
ing conditions and provisioms:

(a) You undertske and agree faithfully and fully to perform all

the duties end functions of such employment and to use your best
endeavours to promote and protect the interests of the Institution

in the affairs under your supervision tat, subject to these obligations,

you need not devote your entire time to the duties of this sppointment.

{b) You underteke that in emtering into any trensactions for this
Institution you do so in its name and that you will not use in that con-
nection any firm or company in which you are financi 11y interested,
directly or indirectly.

{c) Your compensation will be and you will not be entitled
to receive any brokerage or commission from this Institution or from any
other source on transactions in which this Institution is interested.

(d) Tou undertake that you will mot emgage in any busimess which might
infivence your judgment in administering the affairs under your supervision.

(e) You undertake not to engage, either alone or inm association with
others, in the business of a fimancial house of issue and you will not be
s member of any purchase group, formed to purchase securities direct from
the lssuer thereof for the purpose of marketing such securities to the
public, nor act in such capacity alome, and neither you mor any firm or




company bearing your name or in which you are fimancially interested,
sither directly or indirectly, will advertise as offering sny issue of
gecurities for sale.

&

If you accept this sppointment, please sign, in the space
provided, the copy of this letier berewith enclogsed and retura 1Y
to me.

Yours very truly,

The foregoing is in accordance with
my understanding and is hereby accepted.
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Inter-department Correspondence

MCGILL UNIVERSITY
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Montreal, P.Q.

Fourteenth
December
1932.

General Sir Arthur Currie, G.CeM.G., K.C.B.,
Prineipal, McGill University,
Sherbrooke Street West,
Montreal.

Dear Sir,

In entering upon an examination of the
investments held for account of MeGill University, we
are impressed by the fact that the statement presented
to us shows an analysis of the investments as at 3lst
May 19232 to be as follows:-

Market % Dep'n
Book_Value Value Dep'n from Book

Canadian Bonds

Dominion Gov't, Provin-

cial Gov't, Municipal,

School and Parish

Bonds #3,781,600 $5,882,900 § 448,700
Railroad, Utility and

other Corporation Bonds 6,025,500 4,968,550 2,456,950

United States and
Foreign Bonds

Foreign Government,
Reilroad, Utility and
Industrizl Bonds 887,050 * 549,850

$10,694,150  §7,238,650 §3,455,500

All Preferred and
Common Stocks 5,996,100 1,575,400 2,420,700

All Investments +14,690,250 +8,814,050 5,876,200 40.00%




In a general way, since 3lst May last the prices
of bonds in the trustee class have shown appreciable improve-
ment and the percentage depreciation now of the items in this
category is probably less than 10%. The opposite tendency
is evident in the remainder of the portfolio, and there is a
possibility that this trend has not yet been halted.

Based upon this preliminary survey, we are in-
clined to believe that much of the loss indicated in the
foregoing table may prove irrecoverable. An attempt to
recoup by speculative measures the losses which the Univer-
sity now faces may entail the risk of further depreciation
in the portfolio, the end of which it would be difficult to
foresee.

It is the opinion of this Committee that while the
University should have as its ultimate goal an investment port-
folio consisting-ef--seeurities-entirelyin.the trustee class, .
the Board of Governors will wish to make gradual progress to-
wards the desired result by exchanging, if and as opportunities
are presented, the various inferior issues now held for secur-
\Aities belonging“to & hligher category. SR

In carrying out this policy, we assume that the
Board of Governors will not wish to make undue sacrifice of
capital investment in those individual situations now heavily
depreciated, in which little or nothing would be gained by im-
mediate sale and from which it may be possible eventually to
regain at least a portion of the loss of capital presently
apparent.

We assume, furthermore, that where this Committee
conclude that the balance of probabilities decisively favours
such a course, it will be the desire of the Board of Governors
that the Committee recommend the exchange of one speculative
security for another speculative security, if the exchange is
likely to result in some recovery of loss previously experienced.

With these considerations in mind, the Committee do
not contemplate submitting any comprehensive plan of revision
at the present time, but will study the situation and submit
recommendations in those cases where it is felt that sales of
securities now held and purchase of other securities will gra-
dually improve the status of the portfolio as a whole. These
studies will demend time and application and, in certain cases,
it will be necessary to obtain information from confidential
sources. We would respectfully point out that such data, to-
gether with the recommendations of the Committee to the Board
of Governors, should be regarded as in the strictest confidence;
otherwise, these sources of information will not long remain
available.




P

In order to take advantage of favourable mar-
ket opportunities, it will be desirable in certzsin cases,
if the best results are to be obtained, that prompt con-
sideration be given to the recommendations of this Committee,
and that, if approved, their recommendations be rendered ef-
fective without delay. The Board of Governors have, no
doubt, considered this subject and will readily appreciate
the advantages to be derived from appointing a small execu-
tive body entrusted with the responsibility of arriving at
decisions on their behalf.

This Committee is informed that the annual
report intimated that MeGill University is likely to have a
substantial deficit on Income Account and that it would be
found necessary for the time being to draw upon Capital.

#Assuming that this deficit will be met by liquidation of cer-

tain of the securities now held, it would be helpful to this
Committee to be advised of the sum which the University would
require to raise annually and at what intervals it would be
needed.

In the course of the recommendations which may
be made from time to time for the purchase or sale of secur-
ities, the Committee propose to suggest in certain cases that
orders be executed through an investment or brokerage house
to be named if it is felt that a better market is thereby ob-
tainable and the Committee would be glad to know whether the
Board of Governors of the University concur that such a pro-
cedure is a desirable one.

If the views outlined in the foregoing paragraphs
do not wholly coincide with the intentions and wishes of the
Board of Governors, the Committee would be glad to receive for
their guidance an intimation of the desires of the Board re-
garding the duties which this Committee is intended to under-
take and the methods which the Board would like the Committee
to adopt.

Yours very truly
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Yours faithfully,

Secretary
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érd January,1233

On_Jrd December

Sale 8,960 C.

On_5th December -

R. Common shares 1 hase $143,000. 8% Debentures of C.
due 1942

75 Baltimore & Ohic m. shares Purchase 67 Baltimore

On_10th December _

Sale 390 shares e W e Y Purchas Dominion of Cana

On_12th December

Advisory Committee

or not any part of

Purchase E
0
()

£ %
r mission
U?'s, ;p's, bp's due 1952.

nformed verbally that these suggestions had been approved by the

McGill University but we have received no intimation as to whether

the suggestions have as yet been carried out. A number of other

suggestions have been made and forwarded to Mr. Glassco but in so far as we are aware

they have not yet been submitted to the Advisory Committee

her Wﬂntroal R. C. School 4%'s due 1¢
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Hread Office
Bank of Momtreal
Iontreal

Twenty-sixth
January
1 3 5 6.

Dear S8ir Arthur,

The sub-committee recently appointed to
report and make recommendations upon the investment
portfolio of McGill University is finding that
task is making increasing inroads upon its available
time with the result that for the most part it not
possible to give the detailed attention which this
important matter merits and requires unless it be

4=

during the evenings or at week-ends.

he

As a result, at the instance of the

Executive of the Montreal Light, Heat & Power Con-
solidated, Mr. Shearer has been obliged to tender
his resignation as a member of the sub-committee.
For my own part, I find that the pressure of work
of the Bank does not permit me to examine closely
the recommendations made by the other members of the
committee and I frankly confess that certain of the
memoranda submitted have been signed by me largely

ecause of the confidence I have in their judgment.

We find also that the sub-committee does
not receive prompt advice of the decisions arrived
at by the Finance Committee or of the extent to which
effect has been given to such decisions. I am told
this is due to a well-understandable shortage of
clerical staff at the University.

My two months' contact with the situation
leads me to the belief that it would be more satls-
factory in every way if arrangements could be made to
carry on the work which we have started - I hope
acceptably - in the investment department of a trust
company where there is staff engaged continuously
in investigation work of the nature required. I believe
that in the long run it will be more satisfactory to the
Universlity to have a permanent and continuing advisor
in these matters and I feel that the Dresent‘arrangement
for the reason I have indicated in the second paragraph
of this letter is not entirely fair to the Finance
Committee or to myself.




will carry on

¥ours very truly,

General Sir Arthur Currie, G.C.M.G., K.C.B.,
Prinecipal, s
McGill University,
Montreal, bﬁe,




G« W, Spinney, Zsg.
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Assistant General Manager,

My ad PR R
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Head Office, Monireal.

lsarn by yo
Committee

recommen dat \
MeGill University
great inroads upon
of that Committee.

I camnot tell you how mueh
Committee of the Boerd of Governors of X
versity appreciated the he P your Commis
good enough to volunteer, and am sure
Committee had mo idea that the consideration
sary %o be given to our investment account would
take up so mueh time.

It was also a disappointment to me %o
learn that your Sub~Committee has not received
sufficiently prompt advice of the deecisions arrived
at by our Finance ¢ mmittee or of the extent to which
that bedy gave effeet to your recommendations.

There is no reason whatever for any
delay, and certainly 8uch delay camnot be due to
any shortage of clerieal staff at the University.
I have the assurance of the Bursar of the University,
Mr. A.P.S.Classco, that any reason for complaint in
this regard will beeliminated at once.
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CABLE ADDRESS ‘‘POWERCO™

.

MonTtrEAL Licutr, HEAT &8 PoweER CONSOLIDATED

OPERATING

THE MONTREAL LIGHT, HEAT & POWER CO. THE CEDARS RAPIDS MANUFACTURING & POWER CO. THE ROYAL ELECTRIC CO.
THE MONTREAL GAS CO. STANDARD LIGHT & POWER CO. PROVINCIAL LIGHT, HEAT & POWER CO.
THE LACHINE RAPIDS HYDRAULIC & LAND CO. ETC.

MONTREAL 3rd
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February 8, 19

Basil Outerbwyidge, Esq.,
Investment Depattment,
fontreal ?ichl, Heat C Power Consolidated,

Montreal. . .

Dear Mr. Outerbdridge,

With further reference to our conversation

5ir Herbert's telephone messa ge to me, I

Ch

our Chancellor, Mr. Beatiy,

of Covernors. He

and will de back on Friday.

Yours faithfully,

Prinecipal.




W

ice
Wank of Mondeeal
IHlontreal

Sixth
February
1.8 3 8.

Dear Sir Arthur,

With reference to your letter of 3lst
ultimo, I have just learned that Mr. Outerbridge,
under instructions from his superiors at the
Power Company, has sent in his resignation from
our Committee. This I fear has brought matters
to a head a little faster than you had expected.
We think it undesirable that the Committee
should consist alone of three officers of the
Bank of Montreal and, as I am afraid I must
withdraw in any case, you will doubtless agree
that it would be better that the old Committee
should now be regarded as inoperative.

I am,

‘:§9u?s very truly,

General Sir Arthur Currie, G.C.M.G., K.C.B.,
Principal,
McGill University,
Montreal, Que.




Inter-department Correspondence

From
Tue Principar anp Vice-CHaNCELLOR,
McGie UniversiTy,

MonTREAL.

PRINCIPAL AND VICE-CHANCELLOR;

SIR ARTHUR W. CURRIE, G.C.M.G., K.C.B. =
Sy March 28th,

CONFIDENTIAL MEN PRINCIPAL FOR THE FILES.

. SHEARER OF THE MONTREAL LIGHT
\D POWER CONS. INVESTMENT DEPT

Mr. Outerbridge of the above Company came to see me
to-day and informed me that it is the intention of the Montreal
Light Heat and Power to reduce their staff in the Investment
Department, inasmuch as in future they intend to confine their
investments largely to government bonds.

Mr. Outerbridge will be the Assistant Treasurer of
the Company and the head of the Investment Branch.

Mr. Shearer will becmme a free agent.

Mr. Outerbridge speaks very highly of Shearer, saying
that he knows of no one with whom he would rather work or who
has a better appreciation of investments.

Outerbridge and Shearer have never been employed by
an issuing house. They have always worked as buyers and
investigators rather than as sellers. Shearer is a graduate
of the Massachusetts Institute of Technology, after which he
worked for a time in the Treasurer's Department of the Bethelem
Steel Works, He and Outerbridge joined a Trust Company in
New York at the same time. Outerbridge confined his attention
to railway securities, and Shearer to utilities. Sk arer came
to Montreal and werked for a time in the Bank of Montreal,
going to the Light Heat and Power for an opening which occurred
there, bringing Outerbridge with him.

I asked Outbrbridge what he thought Shearer would
expect to receive; he said he was now getting £6,000 a year,
but owing to cuts that have taken place recently he thought
we could get him in a position of this kind for $4,000.

It is his opinion that Mr. G's training, such as it
is, has been of the wrong kind, being altogether associa ted
with an issuing house before coming here. He has gone with
Ge to interview heads of companies andhas been impressed by
the fact that G. did not know the questions to be asked in
order to get the information essential. He has no respect for
his judgment. Shearer is 32 years old.
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of G.C. 10/3/53

1 that the portfelio of an endowment fund such as that
ef the University SHOULD BE ALMOST ENTIRELY IN TRUSTEE INVESTMENTS,
AFETY OF INCOME AND ULTIMATE REFPAYMENT OF PRINCIPAL ARE ALL
IMPORTANT, WITH IN TERMEDIATE MARKET FLUCTUATIONS OF VERY MINOR
CONCERN, ALL MY REMARKS WHICH FOLLOW ARE SUBJECT TO THIS GENERAL

STATEMENT OF POLICY." Te which you wrote on the margin T"Yes,"

Extract from letter of Nr. G.W.Spinney, 14 Dec. 1932.

"It is the epihion of this Committee that while the University
should have as its ultimate goal an investment portfelio CONSISTING
OF SECUR ITIES ENTIRELY IN THE TRUSTEE CLASS, the Board of Governors
will wish to make gradual progress towards the desired result by
exchanging, if and as opportuhities are Iresented, THE VARIOUS
INFERIOR ISSUES NOW HELD FOR SECURITIES BELONGING TO A HIGHER

CATEGORY, "

Extract from letter of — October 3, 1932:;

"E.G. gives as chief Tecommendation for an increased invest-
ment in preferred stocks the remarkable opportunities for capital
appreciation. I do not consider that this should be an aim in
itself, but rather that it should be the natural result of invest-
ing in securities of the highest class at a relatively favowr able
moment, Realization of capital appreciation presupposes the sale
of the security in question and I do not feel that the investing
commi ttee of an endowment, when choosing an investment should con-
template the possibility of a later sale, unless, of course, ecapital

expenditures are anticipated.
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McGILL UNIVERSITY
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THE UNIVERSITY'S INVESTMENT ACCOUNT

On December 31st,1931, the University's stocks and bonds had an approximate
These securities cost us $14,900,000., and it is
the income from them will be about
On the market value this represents a yield of 6.74% and on the cost a yield

The following figures show the present diversification of these securities
and that which it is recommended we should adopt. It is expected that it will take
some time to effect with advantage the sales and purchases involved in this proposal,
but when it,or an alternative,has been agreed upon then the Finance (or Investment)
Committee will be asked to meet once a week for consideration of transactions based
on the plan approved.

At Present As Proposed

Percen- Percen-~
Classification tage Amount tage Amount

Nil Nil 5% $ 525,000,
Nil Nil : 525, 000.
Nil Nil 4 525, 000.

Nil Nil $1,575, 000.

6.7% $707,900. ®1, 785, 000,
5+6% 587,600. . 1,050,000,
21.3% 2,241,400, /A 1,050, 000.

TOTAL GOVERNMENT LONG T RM BONDS 33.67% $3,536,400.

C. Canadian Railroad Bonds 2. 7% $285, 200.
anadian Public Utility Bonds 15.0% 1,378,600,
anadian Industrial Bonds 23.4% 2,472,900.

nedian Real Estate and Investment Bonds 2.87 293,100.

TOTAL CANADIAN COIPORATION BONDS 41.9%  $4,429,800.

D. American Railroad Bonds 0.4% & 46,800,
American Public Utility Bonds 1.4% 150, 000.

American Industrial Bonds 1.4% 153, 700.

TOTAL AMERICAN CORPORATION BONDS 3.2% & 350,500. % __$1,050,000.

E. Foreign Government Bonds 0.92 § 92,200. Nil
Foreign Public Utility Bonds 0.8% 84, 200, Nil

TOTAL FOREIGN BONDS - 1.7 % 176,400, ] Nil

TOTAL BONDS 80.4%  $8,493,100. A $7,876,000,

F. Canadian Public Utility Preferred Stocks 0.4% & 45,000, % $ 315,000

" Canadian Industrial Preferred Stocks 04 5% 57,400. i Nil
American Ra¥lroad Preferred Stocks 0.4% 46,600. i1 Nil
American Public Utility Preferred Stocks 1.2% 128,400. % 420, 000.
American Industrial Preferpred Stocks 0.9% 98, 400. 7 515, 000.
PAL PRIFERRED STOCKS 3.4% § 343,800. A $1,050, 000.

Tensdian Railroad Common Stocks .1 $ 121,200. o % 105,000.
Cenadian Public Utility Common stocks s 2% 229,400, 26 B0
Canadian Industrial Common stocks 4% 46,500. f 157,500.
Canadian Bank & Trust Company stocks -2 758,000, e 525,000.
American Railroad common stocks 0.5% 58,300. 1l - Nil
‘merican Public Utility Common stocks 3.9% 412, 500. 5; 925,000,
American Industrial Common stocks 0.6% 64,300, 1 Nil
Foreign Public Utility Common stocks 0.3% 35, 700. i Nil
TOTAL COMVON STOCKS 16.2%  $1,725,900. o $1,575,000.




Sheet 2.

In regard to the above schedule the following comments are

introduction into the account of short term securities is
proposed as a result of consultations with New York investment
action i1s designed to protect the account in
event of inflation or other developments which might ocour.
amount proposed may seem large, but it would seem wise at this

more than under normal

and C « The proposal to increase the percentage of Government bonds =2nd

b
- -
— e - ——

decerease that of Canadian Corporation bonds is in line with the
policy of concentrating our holdings of the latter class into =

comparatively few very high grade liquid securities.

Our American Corporation bonds are few in number and heavily

depreciated in value. It is thought that at present prices we

can, with advantage, indérease our percentage in this category.

o

¥oreign Government and Foreign Public Utility bonds are not

time high grade Preferred Stocks offer remarkable
oprortunities for capital appreciation, combined with & good

o + v
degree of safety.

"hile owr Common Stocks have not had a too encouraging experience
in the past it is fel+ that the next five years will Justify our
holding them. It is essential, however, that we switch from those
h hold little hope of early recovery to those which
are of a nature to benefit greatly from any expansion of genersl

DUB1INess.
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As suggested at the last Finance Committee meeting, held
on March 3rd, 1932, the following figures are presented to show the

annual maturities for the University's bond investments, -

YEAR AMOUNT

1932 $ 26,800.
1933 62,600,
1934 260, 400.
1935 175, 700.
1936 169, 200.
1937 298, 400.
1938 173, 500.
1939 82, 500.
1940 223,900,
1941 751, 400,
1942 388, 900.
1943 541, 700
1944 106, 000.
1945 302,900.
1946 240,400,
) 1947 335, 700,
1948 491,800.
1949 817, 300.
1950 370,500,
1951 246,100.
1952 379, 300.
1953 748,000.
1954 366, 400.
1955 405, 700.
1956 152,500.
1957 280, 600.
1958 93,500.
1959 232,500.
1960 298,000.
1961 —-——W 688,600.
1962 33,000,
1963 % 8, 000.
1964 9, 000.
1965 53, 000.
1966 150, 000.
1967 Nil
1968 175, 000.
1969 ~—— —.417, 300.
1970 200, 000.
1971 100, 000.
1972+1995 Nid
1996 20, 000.

$10,876,100.




The following is taken from a letter received from Messrs Nesbitt,Thomson and
Company s -~ '

WESTERN POWER CO. OF CANADA - Bs due 1949 19~\AT/L&4%4—6L**J ) :

and
BRITISH COLUMBIA POWER CORP.~ 5%5 due 1960

WESTERN POWVER COMPANY OF CANADA

The Company has two issues of securities outstanding as follows:-

5% First Mortgage Bonds due 1949 PR $ 4,109,900.
53% Debentures due 1960 4,000,000,

The debentures are all pledged as security for British Columbia Power Corpo=
ration 58 and 5%s and are a first floating charge on the Ruskin development.
Apart from being a first floating charge on the Ruskin development, these
debentures are a floating charge on the Stave Falls power -development and all
other assets of Westarn Power Company of Canada subject to the 5% First
Mortgage bonds closed at 84,746, 240.

The 5% First Mortgage Bonds are secured by a first charge on the Stave Falls

power development and all other real property of the Company except the
Ruskin development.

BRITISH COLUM3BIA POWER CORPORATION

The Corporation*s funded debt is well secured by pledge of
subsidiary issues which have first charge on operating properties. The
following securities are pledged behind the Corporation's outstanding bonds.

$2,000,000. Burrard Power Company, 53% Debentures.

(first floating charge on all assets iacluding

Allouette Lake Plant).

$4,000,000. Western Power Company of Canada, 53% Debentures.

(first floating charge on Ruskin development and floating

charge on all other assets subject to First Mortgage bonds).
$4,000,000. Bridge River Power Company, 53% Debentures.

(first floating charge on all assets).

99.95% of issued Preferred Ordinary Stock of British Columbia Electric
Railway Company.

99,95% of issued Deferred Ordinary Stoc¢k of British Columbia Electric
Railway Company.

INVESTMENT POSITION OF THE TWO ISSUES

In reviewing the investment merit of British Columbia Power
Corporation 5%s and Western Power Company of Canada 5s, it must be pointed out
that Western Power 5s have only assets represented by the Stave Falls
development behind them, whereas the British Columbia Power bonds are secured
by debentures having first charge on three hydro-electric pawer plans
(The Allouette, The Ruskin and Bridge River) capable of developing over
900,000 h.p. They are also secured by ctocks which give control of the
British Columbia Electric Railway System to the Obligor. The bonds are
additionally secured by first floating charge covering all of the Company's
assets not covered by specific charge, including assets hereafter ac uired.

The Corporation has covenanted that it will neither authorize
nor permit the creatinn or issue (except to the Corporation or to a subsidiary
company) of any bonds, mortgages, debentures, notes or shares of any
subsidiary company (including the subsidiary companies which have issued the
above mentioned Debentures) except an additional #5,000,000. par value of €%
Preference Shares of British Columbia Electric Power and Gas Company,Limited,
of which $5,000,000. par value is presently outstanding and was sold to

customers of the System. This exception is to make possible beneficial customer
ownership campaigns.




Farnings of British Columbia Power were sufficient (after deprecia-
tion) to meet all fixed charges, including interest on debt and dividends
on preferred stocks of subsidiaries, 2.10 times on the average during the
past three years. For the year ended June 30th,1931 earnings after all
charges were equivalent to more than 4 times interest requirements on the bonds
of British Columbia Power Corporation. Since interest requirements on the
subsidiary bonds cannot be increased the substantial coverage of interest on
the bonds of British Columbia Power during the fiscal year ended June 30th,
1931 reflects the strong earnings position of these bonds.




It is suggested that we buy a block of the common stock of Commonwealth
& Southern Corporation at $4 per share paying 30 cents a year to yield 7,50%.

The subdivision of the Kilowatt hour quantity output and the dollar
electric earnings of Commonwealth & Southern in 1931 are as followsi-

K.W.H.Output Revenue Averagc Rate
Source Amount Per Cent Amcunt Per Cent per K.VW.H.

Industrial 3,067,000,000 70 $36,000,000. <7y
Cormmercial 880,000,000 19 33,000,000. 33
Domsstic 550,000,000 11 30,000,000 30

4,497,000,000 100 99,000,000 100

—

Industriol consumption in 1931 was 8,45% less than in 1930. Commercial
consumption remained about the same and Domestic consumption increased by 8%.
During the 12 months ended Fcbruary 1930 the earnings per share were 72 cents but
for +he 12 months ended February 1932 earnings had declined to 37 cents a share.

The type of contract adopted by the company with its industrial customers
has been rcsponsible for a comparatively excessive drop in earnings in the
depression. On the other hand, with an improvement in conditions the increasc in
earnings from this part of the company's business will be up correspondingly.

The monagement states that if the company can regain half the industrial business
which it has lost, earnings of $1.00 per share can be shown.

It is estimated by officials of the company that 50 cents a share
will be ocarned in 1932 as compared with 39 cents a share in 1231l.

The company operates in Michigan, Ohio and the Southern States.
Automobile production in Michigan, rubber tire production in Ohio and the generally
depressed statc of business in the South hove conspired to lower the system's
earnings by a substantially greater amount than is usual in the majority of public

utilities.

The system at present is overbuilt, the non-paying cxccss generating
capacity being as follows:i«

In Michigen > 200,000
In Ohio 5% W R B e 0B D00
In the South .. . e Gl g = SODw OO0

Total 600,000

The corporation itself has no funded debt or bank loans but holds
$40,000,000 in cash, Underlying bonds of subsidiaries are outstanding to an
amount of $428,000,000. Interest charges and preferred dividends of subsidiaries
total $38,000,000 and werc covered 22 times in 1¢31. The bonds of subsidiaries
arc well regarded and soll on an average yield basis of betweon 5% and 53%.

There are outstanding 1,500,000 shares of 6% Preferrcd Stock of
Commonwealth and Southern Corporation, and 34,011,000 sharcs of conmon stocCk,




It is suggested that we sell $50,000. Cities Service 5% Convertible Gold |
Debentures due June lst 1950. Recent investigation of the company's
position shows the following:-

.
Lo

2.

The bocks are never audited
Gross revenue is derived from three sources,

1% froam Public Utilities

1% " Nasural Gas

58% " 0il producing, refining and manufacturing
Company is not an oil company in commonly accepted sense, but is
merely a gembling prospecting enterprise. Policy is to drill for
0oil in hopes that a gusher will blow in and then t0 sell it to some
other oil company. Gushers are not plentiful and the market for

them is now practically non-existent.

The only portion of gross which produces het revenue is the public
utility division.

A couparison of the 0il division with Texas Corporation reveals the
following:-

Texas Corp., Cisies Seryice

Investment in 0il Industry (Net) $ 324,000,000. $ 350,000,000.

Gross eurnings thersfrom 189,000,000, 75,900, 000.

Net

b hid 18,000, 000. Nil
Th¢ company now has $67, 900,000, in bank loans and Henry L. Doherty,
President, has personally 940 000,000, in bank loans.

Total short term debt (Notes and bank loans) maturing in 1932 amount to
$108,750,000. Bankers are Chase National and Central Hanover.

Earnings cannot be expected to alleviate the circumstances in which
Cities Service finds itself as is evidenced by the following:-

12 months ended Jan. 31st 1932i

Gross earnings of Subsidiaries $ 180,000,000,
Expenses of Subsidiaries 142,862,000.
Available for Cities Service 37,138,000,
Expenses of Cities Service 2,208,000,
Balance 34,930,000,
Depreciation and Depletion 15,000,000,
Net Barnings 19,930, OOO,
Bond Interest of Cities Service 12,108,000,
Net Income 7,82u,uvo.
Preferred Dividend 7,361,000
Avallable for Common SAey—
Common Dividend 9,720,000,

Deficit 9,259,000,

In 1930 the amount written off for Depreciation and Depletion was
res

$24,852,000. A comparison with Texas Corp, may be inter 11ng herei-
Texas Corps Cig ieq Servic;

Investment 324,000,000, $ 350, 00

Dopreciation and Deplction 42,000,000. 15, OU(

The debentures are currcntly quoted at about 50 Canadian funds, yielding

11.7

5%




The following figures are designed to show the

in non-dividend paying preferred and common stocks:-

No.of Shares

500

355

Class

extent of our investment

Market Proceeds

6% Pfd.
%
7%

7%

Abitibi Power and Paper
Dominion Coal

International Paper & Power
Lake of the Woods Milling
Massey-Harris

Nova Scotia Steel & Coal
Price Bros. 63% Prd.
St. Louis Public Service 7% Pfd.
Twin City Rapid Transit

Baltimore & Ohio Rly.

Brown Company

Canadian Converters

Congolidated Paper Corp.

International Paper and Power Com, ™A™

" " " " Com."B"
Com. "C"
Baltimore & Ohio Rly., Com.
Pennroad Corp.

Southern Pacific Rly.

American & Foreign Power

Twin City Rapid Transit

Anaconda Copper

Columbia 0il & Gasoline

Kennecott Copper

International Tel. & Tel.

$5.Conv.Pfd.

6% Deb.Stk. 17

7 3,500.00
15 5,325.00
6,600.00
25 125.00
10 2,500, 00

68.00
35 5,850.00

5 685.00

13 6,750.00
667 .50
5,000.00
100.00
26,880.00
120,00
45.00
75.00

1,237.50

1,062.50

1,690.00

5,000.00

2,181.00
10,000.00

250.00

10,000.00

10,545,00

$104,256.50

TR S e ¢




MEETING OF THE TINVESTMENT OAMMTMMDD  ar GTLT, TINTURRQTMV
NMEETING OF . INVESTMENT CURNITITEE, MCGILL UNIVERSI L,

MARCH 31st,1932.

AGENDA

C.PsR. Debenture Stock and CeP.R. Convertible
Debentures.

wr

Western Power of Canada 5s 1949 and B.C. Power
5-1/2s 1960 .

Non-dividend paying preferred and common stocks .

Cities Service 5%

Commonwealth and Southern Common stock

Reducing the number of the Universities
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Judgment in connecti

investments

To meet any objections
following remarks are offered:

1% Owing to the number of large corporations whose securi

uitable for investment adequate diversification can be obtained
maximum of 75 of these securities.

PRDPOSAL NO. 2. Adequate control of the investment account

hands of nvestment Committee by the adoption of this proposa
pointed that no additions to the approved list of securities
without the sanction of the Investment Committee and no change
omposition of the investment account would be made without the
approvale In addition a record of all transactions would be

member of the Committee immediately upon their

PROPOSAL NO. 3. No valied objection should a1 he creation of a

definite policy. It is contemplated that fr ent changes in policy may be
necessary and the intention would be that the Investment Committee could
upon at any fime to consider such changes. Certainly some objective

at all times.

4 QA ' 1 TT.. & 2 o -
PROPOSAL NO. 4. The added cost to the University of such a move would represent

only a very small proportion of our present total expenditure and it is felt

the benefits to be derived would amply repay us.

that




LIST OF NOL-INCQME EEARING SECURITILS HELD

GROUP "A" Securities from which the chances are good fo1 instatement of incone
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Republic of Colombia

City of Rio de Janeiro
46,000.00 City of Sao Paulo
250 ohs. Massey-Harris Conv. $5.
105 Baltinore & Ohio Railroad $4
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GROUP "B" - Securities from which the
of income

Par Value Name of Security

EL €5 2

Northwestern Pover
Brandram-Henderson

Canada Biscuit

Canada Steamship Lines
Dominion Voollens & ‘‘orsted
Dominion Square Corporation

01010010')0

L

H
YDV PO
(B

L

l5,0U0.0C 7
20,000.00 St.Louis & San Francisco R'd 4%
800 shs. International Paper & Power »7. Pref 5,600,00
5 Lake of the Woods liilling 57. Pref. 35.00
gig- o Price Bros. $6.50 Pref. Y1500
gog” " issociated Gas & Electric $5, Certificates 1,250.00
500 Brown Co. $6. Pref. 3,000,00
43 Canada Starch Common Wil
65 Southern Pacific R'd Cormion 320,00
1,000 American & Foreign Power Cormion Nil
1,000 Lnaconde Copper Cormon 7,000.00
265 Great lforthern Iron Ore Common 729.00
1,000 Kennecott Copper Cormon 5,000.00
1,140 International Tel. & Tel. Cormon 2,280.00

L UL VA

$ 48,859,00
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LIST GF NON-IHCOLE

GROUP "C™ Securities from which

Par Value Name of Security
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2 50,000.00 Detroit International
: Canadian Locomotive
Dominion Steel & Coal
Traser Companies
Fraser Gowpaﬁies
Restigouche Company
Ritz Carluon Hotel
International Match
500 shs. Abitibi Power & Paper 6. P_u¢.
256 ¥ Dominion Coal 7. Pref.
4 Iova oco+1a Stcel & Can 6, Debent
250 Middlewest Utilities 56, Pref,
137 St, Louis Publl Service 7. Pref.
500 Twin City Rapid Transit 7.
125 Asbestos Corporation Common
735
80 Consolidated Paper Common
; International Paper & Povwer
60 International Paper & Power Class
International Paper & Pover Class
Pennroad Corporation Voting Trust
Twin City Raglu Transit Cormon
Columbia 0il & Gasoline Cormon
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In making any suggestions concerning the future policy of the
University in regard to its investments in preferred and common stocks
it would be well to briefly survey world conditions as & whole and to
attempt %o formulate a programme most likely %o prove lucrative on the
basis of the deductions at which we arrive,

It is very probable that other countries will follow ngland's
lead in abandoning the gold standerd and if such proves to be the case
the result will be & blow to smerican export trade. So long as the
United States continues to be governed along the present lines we do
not see how she can hope %o participate in any sound resumption of
international trade recovery.

Cansda, on the other hand, is greatly dependent on world trade
conditions and if our reasoning is correct these conditions are likely
to improve at & more rapid pace than is the general business tone in
the United States.

For these reasons we would suggest that the University attenpt,
as nearly as is practical, to pursue the following genersl plan of
investment diversification.

American ~ Preferred - Railroad 5 00%
Public Usility  5.00
Industrial 500

American - Common Public Utility 10,00

Industrial 5400

Canadian - Preferred - Public Utility D U0
Industrial ¢ 00

Canadian - Common Railroad 5400
Pablic Utility 15,00
Industrial 10,00
Financisal 25,00

Foreign Public Utilily

Total

AMERICAN PREFERED STOCKS

RAILROADS:

The University holds Baltimore & Ohio, Great Northern and
Horfolk & Western. The last named is in as sound a position as any
railroad on this continent, while the other two cannot be considered
to occupy as enviable a position.

During the past eleven years the averaze earnings on the Y%,
non-callable adjustable preferred stock of Norfolk & Western Railway
have been at the rate of over $107 per share and it is estimated that
earnings for the year 1931 will approximate 5101 per share.

According to the tentative diversification programme which we
have proposed there will be a little more than $126,000 available for
purchase of American Preferred Railway stocks. Ve would suggest that
one third of this sum $4%2,000) be assigned to Norfolk & Western 54,
non-callable adjustable preferred. Since about 535,300 is already in-
vested in this stock this would entuil the purchase of 70 additional
shares at 90}, thus increasing the totsl investment to 341,630,

The present investment in Baltimore & Ohio 3%. non-callable
Preferred is very small and should be increased from 30 shares to €00
shares making a total investment of $i,600,

During the past eleven years Bal timore & Ohio has earned on
this stock an average of over 331 per share. This year earnings are
expected %o be about 317 per share. The stock sells on the attractive
yield basis of approximately 7.70%.




It is estimated that Grest Northern Rallway will esrn only
32,50 per share on i{ts preferred stock this year and it might be
wise to liquidste this investment. The balance of the fumds aveil-
able could be used to purchese 600 shares of Union Pecific $4%. Pre-
ferred stock at¥ $74%. During the past eleven years earninge on this
¢lass of stock have averaged about 340 per share and it is estimated
that over $28 per share will de shown for this yesr. At the market
price of T4 a yield of about 5.45% is obtzinedle.

PUBLIC UTILITY

The University now holds Twin City Rapid Transit, American
Superpower, General Gas & Electrie, Middlewest Utilities, St. Louis
Publie Service and United Light & Power.

The investment in Twin City Rapid Transit is now worth 317,000
end it is only a question of asking oneself whether if that sum were
held in cash would an investment in Twin City be attractive. We would
expect an answer in the negative and it now only becomes & problem of
disposal. Over a period, however, the stock could probably be solld
and we would recommend such an action.

American Superpower is an investment concern and when it is
considered that the University already holds and intends %o hold a
substantial amount of representative imerican Utility stocks it seems
superfluous to include this stock in the portfolio.

Both General Gas & Electric and Middewest Utilities are in an
uncertain state and we would strongly recommend the sale of these two
preferred stocks,

9%te Louis Public Service has no future to speak of and should
be s01d if a market can be found,

nited Light & Power is fundamentelly sound and we would re-
commend the retention of this security. Sound diversification, how
ever, leads us to suggest that 500 shares is all thot should be held
at a current market value of about $41,500. This would leave about
$85,000 to be invested in additional preferred utility stocks. Two
stocks which strongly cormend themselves sre Aaorican Waterworks &
Electrie 66 Preferred and Public Service Corporat